Ak

Nowyou can have more time for planning —that is, planning
winning tax saving ideas and strategiesthat affect your
company'sbottom line.
InSource CS— Income Tax Planning givesyou the freedom
to spend more of your time and expertise where it'sneeded
most —by providingyou with theinformationyou need to quickly
and effortlessly create flexible, efficient multi -year federal and
state tax planning models.
InSource CS— Income Tax Planning providescomprehensive
federal and state tax liability calculations for any type of
"what -if" scenario. Easy to construct alternate organizational
structuresallowyour company to model budgets, revise forecasts,
computeestimateandextension payments, analyze M&A
activitiesand proposed audit adjustments. Nowyou have taxable
income and tax liability numbers at your fingertips!

InSource CS— Income Tax Planning performs regular and
AMT tax calculationstaking into consideration Section 382
and SKY limitations on available loss and credit carryovers.
Computationsincorporatestate-specific, combined and
consolidated rules to facilitate planning scenarios on a separate
company, combined or consolidated basis. With the ability to
control variouscalculation componentsand logic, such asitems
used for apportionment, you can easily assess
the implicationsof proposed state law changes.
Call1.800.865.5257today or visit
www.RiAhome.comto see how
InSource CS— Income Tax Planning
can help you bridge the gap between tax
compliance and planning.

RUA)
A THOMSON COMPANY

©2001 RIA W-101855/11 -01 All names and trademarks orregistered trademarks are the propertyof theirrespective owners.
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Andfree.

For the most recent hiring and
compensation data in the

finance industry, you needn't look any further than the
Robert Half 2002 SalaryGuide.
Packed with useful information, our salary guide will
show you how to find the best people for your
company, compensatethem appropriately, and
implement proven retention methods.
Robert Half provides financial specialists for
your full -time needs. For over fifty years,
we've helped top companies find only the
most qualified financial specialists — for
positions ranging from bookkeepers
and credit/collections to senior
accountants and financial analysts.
Maybethat's what makes
us the leader in specialized
financial staffing, with over
330 offices worldwide. For
your free copy, call today
or visit us online.
Ask about FREE CPE Credits!
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We fix it.
manage it.
collect it.
attack it.
recapture it.
resolve it.
reconcile it.
automate it.
staff it.
You profit from it.

For your greater profits. Booking the
sale is one thing — converting it into
cash can determine the health of your
company.
When you outsource your A/R process
to us, we'll use best practices, powerful technology and Web - enabled
systems so you can deliver maximum
shareholder value.
Our staff has over 25 million hours of
experience in receivables and revenue
management. Our "S.W.A.T." Project
Teams can tackle any emergency, from
collecting your overdue receivables to
resolving disputes and recovering
deductions.
Since 1982 we've generated hundreds
of millions of dollars in profits for
Fortune 1000 companies. To learn
about all the ways you can profit, call
Rich Lander today at 1 800 216 -4000,
ext. 358.

creditlek
Moving more profit to your bottom line.
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24ProtectingInformationonlaptops,PDAs,andCellPhonesBy

K I M BE R LY E. FRANK, CM A, AND

DAVID CHARRON

Corporate information is more valuable than ever before, but, thanks to 21st Century technology, it's more accessible than ever before to hackers, thieves, and terrorists. Here's what you can do to protect your company's valuable
data from unauthorized eyes. 0

30CashFlowManagementinaLeveragedEnvironment

BY M A R T Y M O O R E, C P A

Recent experience has shown that dot.coms that didn't manage cash flow quickly became dot.bombs. Particularly
susceptible to this fate are companies that are highly leveraged. Cash flow isn't just the responsibility of the
accounting/finance department: It's the responsibility of everyone in such companies who must shift from an
operating income or per -share mentality to a free cash flow mind -set. 0

34 Training:TimetolearnorTimetoRun?

By BRYAN D R E I B E L B I S, C M A, C F M

Sure the coffee and doughnuts are important, but a successful training session also must feature an articulate,
knowledgeable trainer who knows how to involve attendees in the learning process.

Artic les m eet CPE requirem ents for:

0

NASBA and IMA /CMA /CFM

To earn CPE by reading Strategic Finance, com plete the quiz on pp. 65.66 and return it as direc ted.
Authorization to photocopy Strategic Finance. Items for internal or personal use, or the internal or personal use of specific clients, is granted by the IMA to libraries and other
users registered with the Copyright Clearance Center (CCC) Transactional Reporting Service, provided that the base fee of $3.00 per copy, plus 305 per page, is paid directly to
CCC, 222 Rosewood Drive, Danvers, MA 01923. (www.copyHOt.coml ISSN 1524833X, $3.00 + 305.
Quantity reprints of any article in Strategic Finance or back issues (subject to availability) may be obtained from IMA, Circulation Department, 10 Paragon Drive,
Montvale, NJ 07645 -1760, or call Alice Schulman at (800) 638.4427 or (201) 474 -1547. E -mail: info @strateefcfinancemag,com.
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38 NewGeopoliticsSpotlightsPoliticalRisk
Management By

ALAN LEVINSOHN

Financial managers may have learned the sophisticated science of financial risk management, but the
leap in political risk today in the wake of 9 -11 presents an entirely new set of challenges few are prepared to deal with. That is why they are revising
their scenarios for corporate investments. 0

44PuttingStrategyintotheBalancedScorecard
By PETER BREWER
The difficult part in building a balanced scorecard is

Tax credit: employer - provided
child care expenses.

XBRL61
XBRL makes progress
worldwide.

departments
STREETWISE19
Management accountants, you're needed • Donate
your inventory • Best corporate citizens have better financial performance • Pitt's first announcement • Books: How to motivate everyone (even
yourself) * Robert G. Chapman, 1919 -2001

TOOLSOFTHETRADE56

defining your strategy. Enter the Value Dynamics

It's time our computers start to listen to us.

Framework, a tool designed to help companies

TECHFORUM59

bridge the gap between the strategy statement and

The song of the turtle.

balanced scorecard implementation. Dell Computer

TRENDSINFINANCIALMANAGEMENT63

Corporation is used to illustrate the concept. 0

Risks only the U.S. government can insure.

STRATEGICFINANCEQUIZ65

Wary of costly employment suits, more and more

Successfully answer 70% or more of the questions
based on selected articles from this month's issue
and you will earn three CPE credits.

employers are asking employees to sign agreements

CLASSIFIED70

giving up their right to sue in return for added sev-

ADINDEX71

erance package benefits. Here's what you should

ENDNOTE72

know about such arrangements. 0

Virus takes over CyberHome.

By MILTON Z A L L

•

53`No-Suit'Agreements
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"I need fixed asset software but

...

No Problem'.

Now get all of the benefits of Next Dimension'sfixed asset management solutions —
open timeline, great wizards, and flexible reporting —in the operating environment
you prefer. Enjoy the benefits. Enjoy the choices.

■ ND.desktop

■ ND.server

■ ND.desktopPro

■ ND.web

For free demos, prices, and information on program features, training, data conversion
services, and more, visit www.BNAnextdimension.com or call BNA Customer
Relations 1- 800-372 -1033 today!

BNASORWARE
2V11) . I ,

© 2001 BNA Software, a division of Tax Management Inc.
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Letter from the President

Perspectives

Strategic Finance: New Trends,
New Technologies I by Bob Bell, CMA, CPA
As yo u plan yo ur act ivit ies for 2002, include a t rip t o San Diego June 22 -26 so you
can p art icip at e in I MNs Annual Co nference. The Annual Co nfer ence draws o n t he
best o f IMA. T here is so met hing fo r ever yo ne, and yo u can use t his t ime of inspirat io n t o help pr epare yo ur or ganizat ions fo r t he fut ure.
Brian McGuire, CMA, CPA, Ph.D., is our Conference
Program Chair this year, and he and his committee have
formalized some special plans. You will really enjoy our
top list of speakers, for example: Larry Kellner, president
and CEO of Continental Airlines; Mary Barth,
Ph.D., Stanford University, professor and U.S.
representative to the International Accounting
Standards Board (IASB); Rushworth Kidder,
Ph.D., president of the Institute for Global
Ethics; Jeanette Garretty, Ph.D., senior vice
president and economic and market analyst of
City National Bank Corporation; and Peter
Vidmar, U.S. Olympic Team Gold Medal winner and CBS Sports commentator.
s os s�
Numerous other speakers will participate in concurrent tracks highlighting Financial Management, Accounting Education and Research, Business Management, and
Information Management.
These tracks will increase your specialized knowledge and
give you ideas to take back to your workplace. As a value add, a Vendor Exposition will showcase the latest tools and
information available to the strategic finance profession.
On Wednesday, Andersen will lead a post- Conference
one -day session in which participants will "become" employees of a troubled company and go through a series of
exercises to try to turn things around. This is an opportunity to learn by simulation, the way airline pilots do. Also
scheduled for Wednesday are half -day sessions on contin-

uous auditing and chapter leadership strategies and eight
presentations by members of the Teaching & Curriculum,
Management Accounting, Information Systems, and Artificial Intelligence & Emerging Technologies sections of
the American Accounting Association.
In addition to the "technical' side of the
Conference, there are activities for fun and
celebration.
Sunday night is Family Night, where Sea
World is the main attraction. Children, grandchildren, members, and spouses will enjoy participating in this exciting adventure. If we only
had this one night, the trip to San Diego would
u.
be worth the effort to your family.
Monday night is open for many and is also the time for
the annual Stuart Cameron McLeod Society dinner dance.
SCMS is a group of IMA members who have served in
some capacity within our international leadership.
Tuesday evening is our Annual Dinner, where we celebrate various successes within our many chapters. This
evening is special because taking time to celebrate is very
important to any organization, and it is a skill you can
replicate within your companies.
Again, take time to plan to attend our 83rd Annual
Conference. It will produce dividends for your career and
add value to your company or organization. Those who
attend only have accolades for this unique time together.
The New Year is a special time

cont i nue d on page 22
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Cartesis Magnitu de- goes beyond any other fina ncial ana lytics pa cka ge,
providing you with the foresight you need to make the right financial moves

IMA

every time. It integrates strategic, financial and operational information in

CORPORATEALLIANCEPARTNER

a way that gives you the whole picture. And because it's web - based, that
picture can be shared easily across F

BUDGETING

your organization. You'll have access

STR A TE G IC F IN A N CIA L M A N A G E M E N T

to one system on one database for total consistency and reliability. Best of all,
MAGNITUDE:
COVERING THE
BUSINESS
PERFORMANCE
MEASUREMENT
CYCLE

you'll possess the strategic tools required to add value at every level of your
company. And isn't that what the game's all about? For more information,
please contact us at: ussales @cartesis.com or 8 7 7 964 0202 (toll free).
REPORTI NG

You can also visit our web site at www.cartesis.com

CARTESIS�
PERFORMANCE ANALYSIS

delivering excellence in business analy a
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IMA Financials

2000 -2001 Annual Report Summary

First Year of the 21st Century
AS I STATED IN MY INITIAL ADDRESS TO THE
members at IMAs Annual Conference in Philadelphia in
June 2000, this will be the first year that ends in the 21st
Century. At that time, I asked, "What do we want IMA to
achieve at the start of this new century ?" As I stated then,
and still strongly believe, IMA exists for no other purpose
than to provide services to its members which enable
them to grow in their personal and professional lives.
What are those services? First, membership in chapters
and councils provides opportunities for our members to
develop leadership skills, network, and continue professional development through educational programs. The
area of our greatest growth is through our certification
programs for CMAs and CFMs. We continued to work
hard with both the academic community and the corporate community to demonstrate the value of those individuals who have been successful in completing our certification programs.
Many of our members tell us that our magazines,
Strategic Finance and Management Accounting Quarterly,
are among the greatest benefits of membership. Also,
members can become a part of Member Interest Groups
and listservs (e -mail exchanges), where they can associate
and communicate with other members who have similar
interests or discuss similar problems.

Improved Service to Members: Operations
Center and Computer System
IMA has reorganized the Member Operations Center (formerly Member Records) in an effort to handle the creation and maintenance of the IMA database in a more efficient manner. Except for improved service, the changes
being implemented will be transparent to the member.
A new database and telephone system will assist the
IMA staff in providing improved member service
through phone contacts, live Web chat, and e-mail.
Our goal is to enhance each member's experience
through improved customer service and technology.

New Approach to Educational Programs
When surveyed, members said that they wanted new and
innovative educational programming. They want to learn
about new technologies, improve their job performance,
and understand trends affecting the profession. In order
to meet these member needs, a complete retooling of the
education department was initiated.
The name of the department has been changed to Professional Development, which is more descriptive of its
new mission to move beyond continuing education and
IMA FINANCIAL SUMMARY
($ in thousands)
Fiscal Year Ended June 30, 2001

New Management Team

$14,923
14,883

Total Revenue and Support
Total Expenses
Changes in Net Assets
Total Assets
Liabilities
Deferred Revenues
Net Assets
Total Liabilities, Deferred
Revenues, and Net Assets

Jan u ary 2 0 0 2

$

40
$21,094
5,709
4,046
11,339
$

At the beginning of this year we hired a new Executive
Director, David Schweitz, who brought many years of experience to IMA from his roles as a CEO in the financial
industry. Dave devoted a great deal of time and attention
to putting in place a new management team to assist him
as we go forward. A number of the initiatives that Dave
and his team have implemented are covered in the subsequent paragraphs.

$21,094

I
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Certification
The certification programs attracted 5,200 new candidates this year, 4,300 seeking the CMA certification and
900 seeking the CFM designation. Expanding global
recognition of the CMA and CFM is shown by the fact
that 80% of IMNs new international members joined the
certification programs. The number of international testing locations has doubled to 190 in the past year, the
number of review course providers has increased, and
three international chapters were chartered.
Congratulations go to the 1,020 IMA members who
earned the CMA and 430 who earned the CFM by fulfilling all program requirements. To assist those seeking certification, a listsery for certification candidates was created and has been very active. In addition, a resource guide
with a topical cross - reference, sample questions, and testtaking strategies was published.

those members. Although membership didn't increase during the year, we did reduce the number of members lost.

Academic Initiatives
IMA was one of the sponsors, along with AAA, the
AICPA, and the Big 5 firms, of a major study, "Accounting
Education: Charting the Course Through a Perilous Future," that examined the state of accounting education
and its direction as we enter the 21st Century. We continue to be involved in the future direction of this project.
Each year, IMA sponsors a Colloquium on Change in
Accounting Education, directed by Paul Solomon. Some
150 academics meet to discuss and exchange their innovations in teaching accounting subjects.
We began a program to allow IMA student members to
take our certification exams free of charge during a certain period. At the conclusion of this program, we had
680 individuals signed up for this program. Of this
group, 63 have already qualified for the CMA, and 37
have qualified for the CFM.
IMA is also one of the sponsors of the annual Corporate Accounting Policy Seminar (CAPS), which brings together academics and financial executives to discuss real life problems from industry and how they are handled.
Beginning this year, IMA established a program to
award some 20 faculty grants for research in areas that
could have a bearing on our organization. These $5,000
grants produced a number of important results, and
three were selected and presented at our Annual Conference in New Orleans.

What Does the Future Hold?
Impossible to answer, but we must continue to determine
the needs and desires of our members in order to keep them
as members. We must provide those services that our members tell us they need. If we do this, we will be successful. As
I have said a number of times, "All of these services for less
than the cost of a Quarter - Pounder with Cheese once a
week." If we all work together, we will be successful. ■
e

encompass lifelong learning. A completely new management team has been put in place that has strengths in
conferences, education, and knowledge management.
The department will have a completely new focus. The
determination of educational products and services will
be member driven, not product driven. The focus will be
on delivering services and servicing the members. Delivery will be on time, at their place, and in their way. The
use of new tools will be promoted — technology - enabled
learning, audio conferences, and virtual seminars. There
will be universal, 24/7 access to learning opportunities —
delivered faster, cheaper, and more effectively.
The soon- to -be- introduced IMA Lifelong Learning Center will provide cutting -edge products and services. Partnering with other associations and leading -edge educational sources, the IMA Lifelong Learning Center will have an
expansive selection of conferences, seminars, online self study courses, and the latest publications. Offerings will
not only be in finance and accounting but also will include
soft and technical skills in such critical areas as leadership,
personal development, and information technology.
Answering the members' call, the Professional Development Department will become the members' one -stop
source for all their professional development needs from
hire to retire.

/ln / L
Frank C. Minter, President 2000 -2001

Membership
As one of our goals this year,we worked on the retention of
our existing members. We recognized that each member has
a different reason for joining IMA and then remaining as a
member. We made an effort to meet the varying needs of
10
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The complete Annual Report, Year -Ended June 30, 2001, will be
available on our website, www imanetore, after January], 2002.
You also may contact the Marketing and PR Department at

pr@imanetorQor(201) 474 -1517 for a hard copy.

Mark L. Frigo and Joel Litman, Editors

Str ategic Management

Innovating with Customer
In te lligence Joel Litman and Brent Lohrmann
WE DEFINE GREAT COMPANIES AS THOSE THAT HAVE DISPLAYED LONGt er m t rack r eco r ds of except io nally high ret ur ns and gro wt h rat es. This mont h we
exa min e a co mmo n t hr ead t hat 's visible in t he st rat egy and execut io n of great
co nsu mer p r o d u ct s co mpanies . Br ent Lo hr mann, a senior par t ner in t he Co nsu mer P ack aged Go o ds ser vices gr o up at Diamo ndClust er I nt ernat io nal, jo ins us
for this discussion. Brent has significant experience in
the strategy and implementation of Customer Relationship Management systems and the underlying business
processes.
Customer intelligence is cam-°
to the rapid innovation, pro.
motion, and distribution
of new product launches.
This intelligence has allowed great companies to fu
customer needs in ways their
petition could not, which, in
has led them to market dom
in their respective product a
gories. Each of our sample
companies shows a passion for investigating and
understanding customer
needs.
The information you are a
been studied in business stra
seminars presented by the editors of this column at the Kellstadt Graduate School of Business, Kellogg
School of Management, and many corporate venues. This
past October, the underlying research was presented at the
European Institute for Advanced Studies in Management

(Frigo and Litman, "Strategy, Performance Measures and
Value Creation: Research Study of `Great' Consumer
Goods and Retail Companies Shows a Common Return
Driven Strategy Theme," Proceedings of the European Insti'' '° r -Advanced Studies in Man � ment, Brussels, 2001).

Three Great
Consumer
,oducts Companies
almolive. Kimberly-Clark.
)ver the last 10 to 20 years,
lese companies has signifi)utperformed the S &P
). Each has shown a track
record of double -digit
cash ROI coupled with
Aid growth. while each
.)any has had periods of
:turfing in its portfolios of
,ducts, the exceptionality
of its long-term performance can't be denied.
The volatility of their stock prices over recent years may
cause some to question the underlying corporate strategies.
But with accurate analysis of each company's operating
performance, it becomes apparent that the stock price
J a n ua r y 2 0 0 2 1 STRATEGIC FINANCE
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problems are more a factor of all -toolofty investor expectations set years
ago and not necessarily an inability of
the companies to produce enviable
internal returns on investment.
Each of these companies domi§ 1 1 8 1

I L L

nates its categories with a plethora
of number -one and number -two
positioned brands. Each has shown
an ability to make its dominance
international.
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83rd IMA Annual
Conference &
Exposition
San Diego, California
June 22 - 26, 2002
Conference Highlights...

• 30 Plus Sessions
• Expert Presenters
• Hot Topics
• Four Concurrent Tracks
• Optional Workshops
• Gala Networking Events
• Exciting Vendor Exposition
For conference updates please visit

www. i m a n e t . a r g / s a n d i e g o 2 0 0 2
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Intelligence into
Customers' Unmet Needs
Colgate's specific focus on in -depth
market research provides it with a
wealth of customer understanding.
Colgate follows the changing needs
of consumers closely and notices the
sometimes great and sometimes subtle differences between consumer
needs and preferences in various
countries. It has conducted millions
upon millions of interviews in
stores, homes, and other places the
potential buyer and /or user can be
reached. The company sees its incredibly valuable customer information as competitive and proprietary.
Gillette's plan has been to create
differentiated products that serve
customers' needs uniquely and then
promote them aggressively. Gillette
h a s k e p t t a b s o n i t s c u s t o m e r s,

closely noting consumer use habits
and preferences in grooming, in
portable power needs, and in oral
care. Gillette chases high - growth
markets compelled by little -known
facts: 70% of women still shave with
soap and water; 75% of the world is
still using nonalkaline batteries. For
the Duracell and personal grooming
brands, understanding these consumers' trial and usage patterns at a
deep level is core to the strategy.
Kimberly -Clark regards itself as a
company with "people who share a
c o n t i n u e d on page 67
passion for

Bob Gunn, Editor

Best Practices

There Is a Tide in the Affairs of Men . . .
GOOD COMPANIES HAVE GOOD FUNDAMENTALS.

They are characterized by clear goals, accessible information, crisp decision making, robust follow- through,
straightforward plans, capable people, aligned rewards,
and strong customer focus. Every leadership book speaks
of the necessity of these capabilities; business educators
teach the underlying principles; magazines publish stories
illuminating real -world experiences; Wall Street analysts use these
fundamentals to evaluate performance; and mentors teach them to
their prot6g6s.
But what is it that distinguishes
the great companies from those that
are merely good?
They all do the tangible business
stuff well, but the differences are in
their intangibles. Their leaders
know that the human dimension is
the performance edge that makes
them outstanding. Remember Jack
Welch's annual report letter a few
years ago pointing to these variables?
The problem is that the "soft stuff" can be ethereal to
enumerate and elusive to explain. In certain respects, the
human side of business is like the ocean's current. It is always present, it is a hidden energy source, and it either
helps or hinders a vessel's progress —no one can stop its
influence.
Not too long ago, our company's leadership team was
invited to participate in a sailing race at the San Diego
Yacht Club. The race was a "pursuit," where the fastest boat
started last. Our host, a client CEO, is a big -time racer and
had the largest boat in the race, a J 160. Consequently, we
began nearly 20 minutes behind the first starting gun.

We were doing great until the last leg —a beat up the
sound to the finish line. About halfway there we tacked
toward mid - channel to get better wind, while the three or
four boats in front of us hugged the shoreline. After
struggling to close the distance and failing, we passed a
buoy and saw that we were fighting a two -knot current.
This error cost us the race.
We finished about a minute behind the winner. As we steered toward the dock, he called over to let
us know that "even a fish knows
better than to swim upstream:'
Our fundamentals were solid —a
new boat, an experienced captain,
wonderful sails, and a hardworking crew. But what we overlooked was the hidden element.
The performance penalty was just
great enough to negate the factors
we had going for us.
The analogy of the ocean's current to the human dimension in
business is a helpful way to elucidate performance intangibles. Three stand out: thought, consciousness, and mind.
Like the tides, our thoughts are always flowing. We can
no more stop our thinking than we can cause the ocean's
current to halt. Sometimes our thinking rushes along like
a fast - flowing surge; at other times, our thoughts meander slowly like the tide when it's close to turning.
Perhaps you have experienced moments when your
thinking seems to stop —when you can glimpse the space
between thoughts. This is like the pause when the tide
turns from ebb to flood and all current ceases.
It is our feelings that give us the clues to the state of
our thought processes. This is analogous to understandJanuary 20 02
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ing the strength and direction of the
tide by watching currents as they
flow around objects or listening to
the surf as it breaks upon ledges and
shoals.
Generations ago, Maine sailors
learned to use tidal effects to help
them navigate through thick fogs. In
the same way, people can use their
awareness of feelings to understand
their state of mind. Tranquil feelings
are suggestive of a calm thought
process, just as unruffled water
points to gentle currents. Stressful,
angry, preoccupied, or fast -paced
feelings are signs that one's thoughts,
like a rapidly flowing tidal current,
are creating turbulence and pushing
the boat off course.
Just as gravity powers the ocean's
tides, the mind generates thought. Did
you ever wonder where those flashes
of insight or inspiration come from?
They simply come to mind. Some
would call them original thought.
Socrates said all knowledge is merely
remembering what is already there —
the universal or spiritual intelligence
that exists in every human being.
The mind is as well understood as
gravity. Scientists can describe gravity 's effects, but they can't tell us how
it actually works, just as physicians
can describe the brain's physical
structures but can't tell us how
thought is produced.
The reason is simple —the mind
exists at a more fundamental level
than our intellect, so our intelligence
can never fully understand it. All we
can do is accept that it impacts our
psychological happiness just as gravity affects our physical welfare.
Once I grasped these concepts, I
began to notice their relevance
everywhere in my business life.
In business meetings, I began to notice that the tone of the participants
was an important variable in our col14
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lective performance. Meetings could
be graceful and easy, allowing the
group to tackle the thorniest problems, or the room could feel tense and
tight, making resolution of even the
simplest question pure drudgery.
Recognizing the importance of a
positive tone, I took care to start
meetings only when feelings were
upbeat. Simple things, like helping
people connect with one another before the session started or making
sure that my own thoughts were free
and clear, seemed to improve the
tenor and make meetings more productive and enjoyable. And when the
tenor was poor, I learned that calling
a break could change the mood, as
people mentally relaxed and found
their bearings. In other words, I
learned to go with a following current rather than plow ahead mindlessly into an oncoming tide.
Listening also took on a new meaning. I used to have a black -or -white
view of things. Either I was right or
the other person wrong (well, maybe
in rare circumstances I might have
misunderstood the "facts "). Now,
what is most interesting is not being
right (or avoiding being wrong) but
allowing myself to be struck by my insights as I listen to others talk about
what looks real to them.
I am often amazed by what people
say —and I now understand that
they are much more willing to share
their thoughts because I no longer
project judgmental feelings. In place
of being a "know -it -all ;' I now experience conversation as bringing a
wonderfully fresh perspective and
the blossoming of new learning that
helps me do a better job. This is so
much more valuable than winning
the debate about stuff I already
"know I know."
Most important, I now know that
whenever I approach others with

feelings of warmth, kindness, compassion, or love, my own thoughts
are kept free of negativity. In other
words, I stop paying attention to the
selfish needs of my own ego and
start paying attention to being connected to others.
When these feelings are present, I
find that I'm not only able to access
my own wisdom and common sense
fearlessly but also that the people
around me are capable of doing the
same thing. What we gain is the tangible power of collaborative common sense, with everyone's innate
intelligence being applied to the
business challenge irrespective of
rank, title, or experience.
Just as captains strive to set sail in
seaworthy vessels and to know the
ocean as well as they know themselves, so leaders must ensure that
their organizations have sound fundamentals and must learn to appreciate their people by knowing themselves. Great accomplishments demand that everyone does his or her
best. Greatness is achieved only
when people look within to understand the power of thought, consciousness, and mind.
There is a Tide in the affairs ofMen,
Which, taken at the flood, leads on to
fortune,
Omitted, all the voyage of their life
Is bound in shallows and in miseries.
From Julius Caesar
By William Shakespeare
Bob Gunn is the co-founder ofGunn
Partners, a consulting firm that helps
companies improve the relevance and
value ofstaff functions. He is responsible for client relationships for Gunn
Partners' parent company, Exult, Inc.,
a premiere business process out sourcer. You can e-mail Bob at
robert.gunn@exult.net.

By Max Messmer, Editor

Careers

Avoiding Stress and Burnout
You've been asked to review a memo that outlines your company's new compensation plan to make sure the financial components are explained correctly. While the
information isn't particularly complex, you are unable to concentrate because you're
worried about all of the other projects on your to -do list. In fact, it seems that lately
you haven't been able to finish any assignments as efficiently and accurately as you
could in the past. And your lack of focus and motivation
has been weighing you down for months. If this situation
sounds all too familiar, you may be experiencing the early
signs of burnout.
Burnout is best described as emotional strain
brought on by prolonged
periods of job - related
stress. You may not have
any physical symptoms, but
you've reached a point at
which the most routine
tasks seem challenging.
While you can't eliminate
stress at work, you can learn
to cope with stressful situations more effectively. Here
are a few suggestions:
• Assess your priorities.
Most of your workday
should be devoted to projects that are critical to operations. If you spend two
hours a day returning nonessential phone calls, for example, you may cause yourself unnecessary stress by
leaving little time for more urgent tasks.

• Delegate. Assigning authority and responsibility to
others allows you to focus on key initiatives —such as
long -term strategic planning —and have time to take on
new roles that advance your professional development.
At the same time, delegating helps employees build their
problem - solving and decision- making abilities.
• Look at what you can
change. Distinguish between factors in your work
life that you can control
and those you can't. For instance, you may not be able
to change the date a report
is due to the chief financial
officer, but you can have
your staff help you complete it in time by gathering
the necessary data.
• Seek assistance. While
sometimes it may seem like
it's you against the world,
keep in mind that this is rarely the case. Often the help
you need is available simply by asking for it.
Reach out to colleagues by letting them know what
J an ua r y 2 0 0 2
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types of challenges you're facing.
You can avoid being perceived as a
complainer by objectively outlining
the specific issues you're trying to
address and how others can help.
Talking with a mentor or professional counselor can also allow you
to develop new strategies for dealing
with stress. Often, individuals who
are removed from a situation can
provide the fresh perspective needed
during difficult times.
• Resolve conflicts. If you're
having problems with a particular
individual at work, arrange to meet
with him or her to discuss the situation. By opening the lines of communication, you'll set the stage for
a fair resolution. You may even find
out that what seemed like a major
(and stressful) conflict was actually

a misunderstanding.
• Recognize your achievements.
Set measurable goals for each of
your projects. Then mark your accomplishments with small rewards,
such as taking time to go out to
lunch with colleagues. You'll help to
keep yourself motivated.
o Reconsider your responsibilities. Is your job description outdated? Take time to reevaluate your
role. What was realistic for one person to manage years ago may not be
feasible now. Meet with your supervisor to consider ways the job can be
restructured to meet current
demands.
• Take breaks. You'll be surprised
at how refreshed you feel just by taking some "down time" throughout
your day. Simple actions such as

Financial Forecasts
& Budgets
PFP Provides The Flexibility, Power
and Presentation Quality Needed
To Tame 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.

399
Standard $
$599
Plus
Modula $899

P110

The financial
forecasting model
pro-formas
for professionals

"A real winner"
— The Bottom Line
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going for a short walk or stretching
at your desk can go a long way in
alleviating stress and boosting
productivity.
• Strive for work/life balance. If
you're experiencing problems at
home and at work, you'll accelerate
the burnout process. So think creatively, and develop a strategy for
balancing personal and professional
demands. For example, if you know
you'll be working late all week,
arrange to meet your family for dinner one of those evenings at a nearby restaurant or plan a weekend
outing. Also, try not to bring work
home with you. If it's unavoidable,
be sure to set aside some time to
relax and recharge.
Stress may be common in today's
busy workplaces, but when it's ongoing there can be serious consequences, such as a decline in job performance. Take the time to assess
your workload, and ask others for
guidance as you look for ways to balance multiple projects. You'll help
avoid burnout and keep your personal and professional goals on track. ■
Max Messmer is chairman and
CEO of Robert Half International
Inc. (RHI), parent company of
Robert Half@, Accountemps®, and
RHI Management Resources ®.
RHI is the world's first and largest
specialized staffing firm placing
accounting and finance professionals on a full -time, temporary,
and project basis. Messmer's most
recent books are Motivating Employees For Dummies®, Managing Your Career For Dummies®,
Job Hunting For Dummies ®, 2nd
Edition, Human Resources Kit
For Dummies® (Hungry Minds,
Inc.), and The Fast Forward
MBA in Hiring (John Wiley e'r
Sons, Inc.).

Anthony P. Curatola, Editor

Taxes

Tax Credit: Employer- Provided Child
Care Expenses

Section 45F

ana

The new tax credit applies to
two types of employer- provided child care expenses, and each
type has a different applicable
tax credit rate. Specifically, an en
ployer is permitted to recover up
25% of the employee child care expenses
up to 10% of the qualified expenses for child care resources and referral services. The maximum tax credit
that an employer can claim each year, however, is limited
to $150,000 for both types of child care expenses.
Qualified child care expenditure, as defined in
§45F(c) (1), means any amount paid or incurred to ac-

quire, construct, rehabilitate, or expand property that is
to be used as part of the taxpayer's qualified child care
facility. In addition, a depreciation deduction (or amortization in lieu of depreciation) must be allowable with
respect to the qualified child care facility, and it must
not be part of the principal residence (within the
meaning of § 12 1) of the taxpayer or any employee of
the taxpayer.
A qualified child care expenditure also includes the
costs of operating the taxpayer's qualified child care facility, training costs, certain comtion for employees of
e child care facility,
and scholarship programs as well as the
costs under a contract
with a qualified child
care facility to provide child care services to employees
of the taxpayer.
A qualified child
care facility must be
used principally for
ild care, and the facilIt
must meet all applicable
state and local laws and regulations, including any licensing laws. The "principally used for
child care" provision shall not apply to a facility that is
the principal residence of the operator of the facility. A
facility isn't treated as a qualified child care facility
with respect to a taxpayer unless it satisfies all three of
y

CO NG RESS REC O G NI ZED TH AT TH E
Internal Revenue Code didn't provide a tax credit to employers for supporting child care or child care resource
and referral services. Employers that elected to provide
such services may be able to deduct those expenses as ordinary and necessary business expenses or may be required to capitalize the expenses and claim depreciation
deductions over time. To provide a greater incentive for
such services, the Economic Growth and Tax Relief Reconciliation Act of 2001 introduced a new tax credit for
employers who provide child care facilities to
their employees. For taxable
years beginning after December 31, 2001, an employer
may qualify for up to
$150,000 annually under
new IRC §45F.
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the following restrictions:
• It has open enrollment to the
employees of the taxpayer,
e The use of the facility does not
discriminate in favor of highly compensated employees of the taxpayer
(within the meaning of §414(q)),
and
• If the facility is the principal
trade or business of the taxpayer, at
least 30% of the children enrolled in
the center are dependents of the taxpayer's employees.
Section 45F(f) prevents a taxpayer
from enjoying a double benefit. The
basis in the qualified child care facility is reduced by the amount of the
credits taken for the expenses of acquiring, constructing, rehabilitating,
or expanding the facility. Likewise,
any amounts for which the taxpayer

Umbers
CMA/CFM REVIEW

may otherwise claim a tax deduction
are reduced by the amount of these
credits.
Qualified child care resource and
referral expenses means any amounts
paid or incurred under a contract to
provide child care resource and referral services to the employees of
the taxpayer and are provided (or be
eligible for use) in a way that doesn't
discriminate in favor of highly compensated employees of the taxpayer
(within the meaning of §414(q)).

Recapture Provision
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In the case where a taxpayer ceases
operation of the qualified child care
facility or transfers its interest in the
qualified child care facility without
securing an agreement to assume recapture liability for the transferee,
§45F(d) provides a recapture provision for some or all of the tax credits taken on the expenses associated
with the qualified facility. The applicable recapture percentage is given
in Table 1 and is dependent on the
year in which the recapture event
occurs.
As previously noted, §45F(f) prevents a taxpayer from enjoying a

double benefit from a tax credit and
depreciation deduction by reducing
the basis in the qualified child care
facility by the tax credit amount.
This same section also restores the
basis in the property whenever
some or all of the tax credit is
recaptured.
The recapture rules do not apply
in the case of a cessation of operation of the facility by reason of a casualty loss, to the extent such loss is
restored by reconstruction or replacement within a reasonable period. The Secretary will establish the
definition of a reasonable period
[ §45F(d)(4)(C)].Michael J. Wiley
Michael J. Wiley is a tax senior
associate for PricewaterhouseCoopers, LLP. He may be reached at
(267) 330 -3000 or
michael.-i.wile,y@us..pwC,global.com.
Anthony Curatola is the Joseph F.
Ford Professor ofAccounting at Drexel
University. He may be reached at
(215) 895 -1453 or
curatola@drexel.edu.
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[NEWS]

Management Accountants, You're
Needed I Kathy Williams, Editor

DONATEYOUR
INVENTORY

STAFF AND SENIOR ACCOUNTANTS, COST ACCOUNTANTS, COLLECTIONS SPECIALISTS,

T he u ncert aint y and the

and accounting clerks are the specialties most in demand among businesses today, according to the Robert Half and Accountemps 2002 Salary Guide released last month. Companies say they need professionals who can manage a broad range of accounting responsibilities and who have good customer service skills.
After proficiency in accounting and related areas, the skills most companies demand
accounting professionals to have are communication and technology expertise. Businesses
need strong communicators who can explain complex finan- -cial information clearly and concisely to a diverse group of
1
customers, and they need those who can mine vital business
information from existing financial systems. Another
plus: financial managers who have experience with
system conversions and upgrades.
The salary guide also lets you see where your salary
stacks up in comparison to that of your peers, gives you tips
on hiring smart, and offers advice on how to negotiate
ti
salary, how to do well in interviews, and how to manage
well.
For a copy of the 2002 guide, visit www.rhi.com.

e c o n o m i c d o w n t u r n a ft e r

PEPS

Se p t e m b e r 1 1 h a v e l e ft
m a n y b u s i n e s se s wi t h
ba c k lo g s o f u n so ld i nv e n to ry . B u t y ou ca n t u rn th e
nonmovi ng mer cha ndi se
i n t o a fe d e r a l i n c o m e t a x
ded u ct i o n wh en y o u
do na t e it to ch a r i ty .
Regu l a r (C ) cor pora -
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d e d u c t t h e c o st

of the inven tory d onated
pl u s h a l f t h e d iffer e nc e
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ma y be u p t o twic e
cost. S c orpora tio ns, pa rtne rshi ps, a n d sol e pr op ri et o r sh i p s e a rn a st r a i g h t

Is Online Buying Hurting Your Productivity?

J

co st de d u c ti o n .

A new study disputes recent claims by companies that they have
reduced costs, increased control over who's buying what, and saved
the purchasing department from tedious work by letting employees order their own supplies online. What's really happening is that white - collar professionals, now empowered to
order and maintain their own office supplies online, spend less time on their regular work
and more time dealing with procurement issues such as ordering, verifying, tracking, and
receiving supplies. And before they place the initial order, they spend an average of 20
minutes each desktop session browsing the supply catalog.
In his study, Dr. Walton Hancock, professor emeritus at the University of Michigan
School of Engineering and a nationally recognized expert on office efficiency, also found
that these professionals are placing an average of 2.7 separate orders per month. In some
cases, employees in offices next door to each other were order- continued on next page

Fo r a fr e e g u i de o n
how t o I. D. el igib le in vento r y, ho w t o e sti m a t e
p o t e n t i a l t a x sa v i n g s, a n d
wh a t st e p s a r e i n v o l v e d
in th e p r oc e ss, c a ll th e
non pro fit Na ti ona l Asso ci
a t i o n fo r t h e E x c h a n g e
of Indu stria l Resou rces
(NAEIR) at (800) 562 -0955
or visit their we bsite a t
ww w. n a e i r . o r a . ■
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THE DIFFERENCE

BETWEEN THE PERFORMANCE

OF THE BEST CIT IZE NS

continue

[ET HICS]

ing the same items and
could have saved money on
discounts and shipping if
they had combined the
orders.
Also, more than 61% of
white - collar employees in
charge of their own office
supply needs experience
delays in their work
because they don't have
appropriate supplies,
which translates into lost
time and money for their
companies.
For more information
on the survey, contact Peter
Pitts at Wired World, (317)
733 -3002. ■

ERRATA
In the Certification column
in the December 2001
issue, the left -hand column
headings for Table 3 are
incorrect. They should read
Dec. 2000 CMA Rank and
Dec. 2000 CFM Rank,
respectively.

We welcome all
opinions on articles
and columns
published in
Strategic Finance,
E -mail correspondence
to Kathy Williams at
kwilliams @imanet.org
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Best Corporate Citizens Have Better
Financial Performance I Curtis C. Verschoor, CMA, Editor
THERE IS GROWING AWARENESS THAT PUBLIC COMPANIES HAVE A RESPONSI-

bility to be good citizens and consider the interests of more than just their shareholders.
They also should consider the needs of their customers, suppliers, employees, communities, and the environment. This increasing awareness has resulted in greater prominence
of corporate performance measures that are social as well as financial in nature. A new
study finds a strong link between superior corporate citizenship and better financial
performance. This may be the most concrete evidence now available that good citizenship really does pay off on the bottom line.
The study compares the financial performance of 100 companies, selected in 2001 by
Business Ethics magazine as "Best Corporate Citizens," with the performance of the rest
of the S &P 500. The ranked firms are viewed as those whose boards of directors and
senior management have adopted strategies that best balance the interests of all of their
stakeholders.
Overall selection was based on equal weighting of seven measures: a three -year average shareholder return and average scores on six social measures as reported by a
prominent social investment research firm. The social evaluations considered a company's impact on customers, employees, community, environment, minorities, and non U.S. stakeholders. Companies noted in the press as having had a recent major problem
related to ethics, such as the financial manipulations reported at Xerox and the
Microsoft antitrust conviction, were excluded from consideration.
The study shows that overall financial performance of the 2001 Business Ethics Best
Citizen companies was significantly better than that of the remaining companies in the
S &P 500 index, based on the 2001 Business Week ranking of total financial performance. Business Week uses eight criteria in its ranking: one -year total return, three -year
total return, one -year sales growth, three -year average annual sales growth, one -year
profit growth, three -year average annual profit growth, net profit margins, and return
on equity.
Interestingly, the 100 Best Citizens also had a significantly better reputation among
corporate directors, security analysts, and senior executives, based on the 2001 Fortune
magazine survey of "most admired companies' Fortune uses eight attributes of reputation including innovation, quality of management, employee talent, financial soundness,
use of corporate assets, long -term investment value, social responsibility, and quality of
products /services. Academic studies have shown that there's a strong correlation between
the "most admired" evaluations and a variety of financial performance measures.
The difference between the performance of the Best Citizens and the others was strikingly large. The mean Business Week overall financial performance percentile ranking of
the 100 Best Citizens was more than 10 percentile points higher than the mean ranking
of the remaining S &P 500 companies. The mean Fortune reputation score of the 100
Best Citizens was significantly higher than the mean of the remaining companies in the
Fortune analysis.
continued on page 23
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Pitt's First Pronouncement

Stephen Barlas, Editor
rent disclosure system. He wants any
changes to the system to include corporate reporting of "trend" data,
although he didn't endorse any specific proposal. Specifics from the SEC
are apparently imminent.

REPORTS ON SEC CHAIRMAN

Harvey Pitt's first major speech —to
the AICPA Governing Council at the
end of October — focused on his
intention to reverse the adversarial
role between accountants and the
SEC that, Pitt implied, characterized
the Arthur Levitt years. But the more
substantive part of the speech laid
out an elaborate financial reporting
reform agenda. Pitt thinks quarterly
statements don't keep u p with the
fast -paced changes, both internal and
external, that companies have to deal
with. "By the time the information
our system provides is actually avail-

SEC Attitude Toward
Financial Fraud
able to investors, it is often stale," Pitt
said. Moreover, the information that
companies supply to investors is not
always capable of being deciphered.
He used the recent phenomenon of
"pro forma" financials as an indication of the need to rethink the cur-

Pitt's velvet glove approach was also
on display in October when the
agency issued the yardsticks it would
use to determine whether a company
"cooperated" in uncovering its own
financial fraud. The SEC will look at
acompa-

c o n t i n ue d on nex t page

How to Motivate Everyone (Even Yourself)
* MOTIVATIONAL SPEAKER JAY ARTHUR SAYS IT'S

each individual's capabilities, beliefs, values, identity,

possible to motivate just about anyone if you press the

and mission. That means asking simple questions like

right buttons. His book, Motivate Everyone, published

"What's important to you about your home or work?"

by LifeStar Publishing, presupposes five motivation

Answers to these questions can be categorized into

styles, each consisting of two opposing atti-

motivation triggers: toward -away, internal -

tudes and unique l anguage. They are

external, options - procedures, active - passive,

achievers and problem solvers, leaders -fol-

and sameness- progress - difference. The

lowers, innovators- processors, doers -

author's message is that once you under-

thinkers, and evolutionaries- revolutionaries.

stand where an individual fits in this matrix,

Anyone who has ever conducte d a meet-

you can tailor your language to motivate

these styles very quickly. How do you

him or her.
There is nothing intrinsically wrong with

respond to a team member who says, "It

any of these behavior patterns. Achievers, for

ing or led a project team will recognize

can't be done within our budget," or "It

example, move toward opportunity and pos-

won't work "? In order to persuade someone and get

sibility but easily can propel themselves into situations

everyone on board, you have to know where that

that lead to unwanted consequences. Problem solvers

person is coming from, Arthur maintains.

move away from possible pain but, like the frog in a

To press the right buttons, you have to understand

pot full of water with slow -

conti nued o n page 2.3
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Robert G. Chapman, 1919 -2001

;4_

obert G. Chapman, NAA /IMA president in 1973 -74,
ied November 12 in Medford, Ore.
orn in Manhattan, Kan., Bob Chapman liked to point out that he was
born the same year the Association was formed —in 1919.He was gradu- e,.4,
ated from Kansas State University with a major in zoology and went on to
study at the University of Wisconsin. World War II interrupted this graduate fellowship program, however, and after two years in the defense industry in California he joined the U.S. Navy and
served as a communications officer in the Pacific.
He was employed at Ducommun Metals for 15
years in various accounting and marketing positions. During this period he "moonlighted;' setting up the books for Emil Zieman, who was
establishing a manufacturing business. He joined`
the company full-time in 1957 as secretarytreasurer of Zieman Mfg. Co. When the founder
died in 1960,he was elected vice president and
secretary- treasurer of Zieman Mfg. Co., and in 1965 also was named presi
dent of its marketing affiliate, Zieman Products Inc.
He joined the Institute in 1949,affiliating with the Los Angeles Chapter
;Le
and serving on the board until he was elected president, 1956 -57.After
service as national director, 1957 -58,and 1963 -64,he was elected national
vice president in 1964.As president of the Institute, he displayed some of
the attributes that served him well in his career — geniality, pragmatism,
and a staunch belief in small business. He strongly supported the establishment of the Financial Accounting Standards Board because he believed
it would introduce business logic rather than government edict into
accounting rule making.
Former President Chapman was active in community organizations in
Whittier, Calif., where he lived with his wife, Virginia, and their children,
until he retired and they moved to Oregon. He also was active in Los
Angeles community activities. ■

[PERSPECTIVES]

cont'd from p. 7

for reflection, for appreciation of family and friends, and for making new
resolutions. I encourage you to resolve
to spend time with your IMA family
this coming year, whether it is on a
regional, national, or international
basis. Speaking of international, the
IMA family is a global one, extending
to so many countries throughout the
world that the sun always shines on a
portion of its members.
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The year 2002 begins a time where
anything can be possible. We share a
wealth of common yet distinct beliefs
and experiences. Let's use this new year
to reach out to each other and fully
appreciate that our earth is small and
that better worldwide human relations
starts with a small step by each of us.
Good luck with your step. ■
Bob Bell can be contacted by e-mail at
bob @griinshine.com.

[GOV'T]

cont'd from p. 21

ny's self - policing prior to the discovery of the misconduct, self - reporting
of misconduct when it's discovered,
remediation, and cooperation with
law enforcement authorities. Nothing startling here, of course. Credit
for cooperative behavior may range
from the extraordinary step of taking no enforcement action at all to
bringing reduced charges, seeking
lighter sanctions, or including mitigating language in documents the
Commission uses to announce and
resolve enforcement actions.

Treasury Study on AMT
In an effort to influence the Senate
economic stimulus package, the
Treasury Department released a
study on November 6 on the corporate alternative minimum tax
(AMT) that shows more than 30,000
companies paid higher taxes due to
the AMT in 1998—a year in which
the economy grew at a rate exceeding 4 %.Treasury pointed out that in
a weaker economy like today's, the
number of firms impacted by the
corporate AMT would have been
even greater. "The corporate AMT
tends to increase a company's tax
burden during an economic downturn, which may result in deeper and
prolonged economic weakness by
reducing business activity," Mark
Weinberger, Treasury assistant secretary for tax policy, said. "Repeal of
the AMT is one means of helping
stimulate the economy, and it is one
of the President's four priorities for
the economic stimulus package:' The
stimulus package passed by the
House at the end of October included a permanent repeal of the corporate AMT. But the Senate has balked
at including such a provision in its
stimulus bill. ■

[ B O O I C S ] cont'd from p. 21
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Elizabeth A. Murphy is assistant
professor in the School of Accountancy
and MIS, DePaul University, Chicago.
Her e -mail address is
emurphy @depaul.edu.
Curtis C. Uerschoor is the Ledger &
Quill Research Professor, School of
Accountancy and MIS, DePaul University, Chicago. His e -mail address is
cverscho @condor.depaul.edu.
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ON LAPTOPS, PDAS, AND CELL PHONES
BY KIMBERLY E. FRANK, CMA, AND DAVID CHARRON
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Consider for a minute just how much damage could be done
if yourcompany's budget, five -year strategic plan, or even an
e -mail discussion of a potential merger became public or fell
into the wrong hands. The president of Qualcomm Inc.
recently faced this issue. His laptop with megabytes of
information loaded on it was stolen at a conference. Now,
consider how often you personally have overheard phone
conversations or seen laptop screens that you probably
shouldn't have. Because we take laptops and other portable
electronics for granted, it's easy to overlook the risks associated with their use. Understanding how information can be lost
or stolen is an important first step in preventing data theft.
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Once the security risk associated with compromised
information has been assessed, accounting personnel can
assist in minimizing this risk. First, an internal control
plan should be established, one that provides formal policies and procedures as well as a means of communicating
them to employees. It should safeguard assets, encourage
adherence to company policies, promote operational efficiency, and ensure accurate and reliable accounting
records. Also, there are a number of products on the market and means of redesigning your computing system
that mitigate the theft of portables as well as the amount
of information that can be extracted if a laptop, Palm
Pilot, or cell phone is stolen. Working with IT personnel,
accountants can develop cost - benefit analyses to determine the best system solutions to reduce information
losses.
While the threats posed by hackers on the Internet are
similar, there are risks that are unique to laptops and other portable electronics. We will look at some of the ways
data can be stolen from laptops and other portable
devices and show you ways to reduce these risks.

STEALINGDATAFROMPORTABLES
The laptop computer has become a standard accessory
for nearly all businesspeople. The greatest risk associated
with the laptop (or other portables) is losing the device.
But in addition to having resale value, laptops often have
valuable data either stored on them or available through
network connections. Data can be extracted from the
hard drive of a stolen laptop, even if it's password protected. Some protection is offered by newer operating
systems like Windows 2000 or NT, which require a user
ID and password for access. Older versions, Windows 95
or 98,do not. But users often select common names as
passwords. A hacker can set up a program to run through
an entire dictionary looking for the ordinary passwords.
A thief can also access data on a hard drive by booting to
a DOS disk and using file- copying software such as
LapLink to copy files to another computer.
Even if data isn't stored on the hard drive, the laptop
can be a gateway into the entire system back at the home
office. E -mail and other log -on programs can allow the
user to store their log -on ID and password so they don't
have to type it in each time they want to dial in. This feature, when enabled, gives any outsider easy access to the
user's mail and possibly more. Even if not enabled, many
log -on routines store modem phone numbers and user
IDs. With just that information, it can be relatively easy
to gain access to the system. Web browsers and associated
26
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cookies can also be set to record log -on IDs and passwords. This can be problematic when company business
is conducted over the Web, especially when the user
accesses bank or brokerage accounts.
While a lesser threat, the possibility also exists of someone viewing a laptop screen while you are working. It
would be difficult for a voyeur to extract a lot of data this
way, but a few key ideas may be sufficient to do damage.
Users should be particularly aware of who may be watching when they type in their log -on ID and password.
While cell phones provide tremendous convenience,
users must be aware that they are giving up privacy when
they use them. Information discussed can, and often will,
be overheard by others. Because cell phones use a form of
radio transmission, in addition to eavesdroppers, other
cell -phone users or radio scanners can pick up conversations. The fact that over one million Americans own
scanners is an indication of the transparency of cell phone security. Newer phones using digital technology
eliminate many of these issues, making an upgrade a
fairly easy deterrent.
As more and more wireless services become available,
it's imperative to recognize that anything network connected can be a security risk. Palm Pilots, pagers, or cell
phones that can access e-mail, the Internet, or networks
can be stolen and sensitive data exposed. Like laptops, the
stolen device can provide a modem connection to your
company and possibly a log -on ID or password. Further,
sensitive information such as phone numbers, notes, or
itineraries can be stored on these devices, which could
provide outsiders clues to the activities of the firm.
Besides the risks associated with the theft of portables,
these devices can be used to steal information internally.
Disgruntled employees are a primary source of information leaks, and they also can compromise data integrity.
They may have access to information that can be downloaded to a handheld device that walks out the door with
them. Diskettes could also be used for this purpose, but
the ease, speed of access, and storage capability associated
with handheld computers makes them a significantly
larger threat.

SECURITYMEASURES
There are several relatively inexpensive or free measures
you can take to protect your company's data. One has to
do with passwords. Computer users should not use common words such as "password" or other names or dates
associated with their lives. Pets' names, children's names,
birth dates, or other familiar connections may not be dif-

ficult to crack. In fact, it might
be better to have managers or
IT personnel assign passwords.
Use longer combinations (six
or more characters) of upper and lower -case letters, numbers, and symbols. Don't keep
written copies of passwords
near devices, and don't enable
password- saving features on
devices they are intended to secure. Passwords should be
changed periodically, and the system should be configured so users can't reuse old passwords.
Another way to protect against intruders is to use password lockout programs. Locking out users after several
failed password attempts for a specific period of time
reduces the possibility of unauthorized access to the system. The program should also generate an exception
report to serve as a red flag signaling a potentially unauthorized user. Continual lockouts by a specific user ID
could then be investigated. But keep in mind that these
features are not available if you use an e-mail system like
Hotmail or if you log in through an ISP such as AOL
because you don't control the server.
Another policy that's fairly easy to employ is to store
data on servers rather than hard drives. Use the laptop or
other portable to log in to the system to access the data.

Using servers has the added
benefit of a providing a single
location where data can be
stored and backed up on a regular basis. Lost data can be a
problem when it is stored on
individual machines. With the
data on the server, the user loses only what they are currently
working on when there is a
problem. To protect the data on the server, you would
want to encrypt transfers and /or set up firewalls to mitigate risks of hackers viewing data when employees are
online. The downside of storing all data on the server is
that you require remote users to dial in to access data.
Remote access isn't always convenient when traveling
(unavailable phone lines) and can be expensive.
Systems also can be configured to use a call -back feature for additional security. With call -back in place, a user
dials in to the system, the system recognizes the user, and
then calls back. The dial -back goes to a prespecified
phone number, which provides better access control.
Some travelers may balk because it requires them to call
the systems administrator to give them their phone number before they can get any work done, but it's advantageous for telecommuters who frequently dial in from
specific locations.
To reduce data theft while using cell phones, users can
employ the techniques of frequency hopping or spread
spectrums. With frequency hopping, the user changes the
channel periodically during the conversation. Spread
spectrums involve transmitting data over several frequencies. If either of these options is used, an intruder who
manages to intercept the data on one frequency or channel would only get a portion of the information.
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Figure 1: How to Ironclad a Simple Password
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These passwords were rated at www.securitystats.com.
Look there under tools and test your password.

There is an abundance of products to help you keep
information secure while using laptops and other portables. Encryption programs — algorithms that scramble the
content of data packets and render files, e-mail, logons, or
even phone transmissions unreadable —are available from
a number of sources. These programs offer varying levels
of security. One test revealed that a sophisticated hacker
using 100,000 computers needed 22 hours and 15 minutes to break a 56 -bit encryption. The much stronger
128 -bit encryption system is nearly impossible to break,
even by a sophisticated hacker.
Encryption programs are a relatively easy way to proJanuary
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OTHERPOLICIES

Depending on the nature of your business, the level of risk to which you are potentially exposed, and the
cost associated with that risk, there are many other policies you can adopt. Some examples are:
♦ Prohibit employees from working on confidential documents on airplanes or in other public places.
♦ Limit data that may be loaded on a laptop according to confidentiality rankings.
♦ Periodically audit laptops. Determine whether unauthorized data is stored on them, and check log-on
routines to determine whether phone numbers, user IDs, or passwords are stored on the machine.
Regularly audit log-on exception reports (or security logs) to ascertain what log-on IDs are being
locked out because of invalid passwords.
•

Purge e-mail files regularly so months of data do not accumulate.

•

Back up files daily to prevent more than a day of lost work should the system be compromised.

•

Provide a traveling user ID and password for employees who need access to certain files while on the
road. This can be used to limit the data they have access to through their laptops that they might
otherwise have access to in- house.
Avoid using common user IDs. For example, if everyone in the company has their last name as their
user ID, once a thief obtains one user ID and modem phone number, he /she may have additional access points. Even if you disable the user ID of the stolen device, he /she may be able to access
through another user ID.
Maintain a log of machine (MAC) numbers that can be used to audit the access to the system. Each
modem or network card has a unique MAC number. When that machine accesses your system, a
record is generated that provides the MAC number as well as IP number, which can be used to trace
the machine back to a specific location.
Maintain a bank of modems where a separate line is devoted to laptops that are used in travel and
another line(s) is available for employees who work at home, etc. This would allow you to shut down a
line if the phone number became public due to a laptop theft but would still allow employees who
need remote access to work to have it.

vide security for files temporarily stored on a laptop
when servers aren't available. Under these circumstances,
encryption can turn the document into gibberish if an
intruder were to access it. Without the key to unravel the
encryption code, the documents are unreadable. On the
other hand, setting up a document password, while providing an additional layer of security, only locks the door
going in. If the intruder discovers the password, they have
complete access to the document.
Privacy filters simply attach to the laptop screen and
limit visibility to wandering eyes. Olympus makes a
device called Eye -Trek that feeds the screen image onto
wearable glasses. Security kits that combine a password
and a smart card that slides into a reader device to unlock
the computer are also available. With these systems the
computer is nearly impossible to access without all the
28
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pieces in place. Other options include alarms that are distance sensitive that are worn by the owner, tracing programs that track a stolen computer through modem
connections, and identification chips that can verify the
user's authorization to the mainframe. The latter are also
available with a feature that erases the hard disk the next
time someone tries to dial in on the stolen device. At the
forefront of security technology is the use of biometrics
to secure data. Biometrics includes finger or retinal scans
to identify the authorized users. While still very expensive, these devices are likely to experience increased
demand as the need for electronic signatures becomes
more prevalent.

DEVELOPINGANINTERNALCONTROLPLAN
Despite the abundance of products that provide some

level of security for laptops and other portables, some of
the most effective measures of minimizing the possibility
of data theft can be achieved through a well- designed
internal control plan. Awareness of the issue is half the
battle. In an International Data Corp. survey of executives, only 1% of the respondents said they perceived
security as a problem with portables, yet it has been estimated that one out of 14 laptops purchased are stolen.
Employees need to be sensitized to the importance and
value of information. While working on a laptop or distracted on the phone, it's easy to remain oblivious to who
may be around you. And in the rush of making a plane or
meeting, misplacing a portable device or it being stolen
becomes more likely.
There are several steps to consider when developing an
internal control plan related to portable electronics.
Secure devices. Policies on how to physically handle
laptops and other portables may prevent some theft. You
may want to require employees to carry portables with
them rather than leave them locked in hotel rooms or
checked as baggage. Problems can be avoided by not storing devices in overhead bins when traveling. As an alternative to being attached to your laptop, removable hard
drives can be locked in safes or other secure locations.
And portables that are kept in the office should be shut
down and /or locked up when not in use to minimize any
threat posed by disgruntled employees.
Classify information. Delineate what information is
proprietary and who has access to that information. Classify data according to the damage that would result if it
were disclosed, altered, or deleted. Bruce Middleton, a
cyber- forensics author, suggests a five -point scale where
zero signifies no impact, such as with public information,
and five represents a catastrophic impact. Once data is
classified, directory and file permissions within the system can be set to define authorized access. As a follow -up,
audit the user list frequently to assure that personnel
changes result in updated authorization lists.
Train employees. Make employees aware of the value of
information and the costs that result when information is
compromised. Train them in the proper use of hardware
and software precautions, how to change passwords,
physically safeguard equipment, remove a hard drive,
back up files to secure locations, use encryption software,
and use smart cards or other theft deterrents.
As technology changes, retraining is required, but it
is also beneficial to periodically refresh employees on
policies and procedures. Constant awareness reinforces the responsibility employees have to safeguard

the firm's information.
Obtain top management support. Top management has

a multifaceted role in data security. In general, the higher
the level of manager, the more sensitive information they
have. Managers frequently take information on the road,
and, pressed for time, may be more likely to have their
guard down. Top management sets the tone for the company. If middle managers and front -line employees perceive that security is being disregarded at the top, it limits
their enthusiasm for compliance.
Prepare a security breach action plan. Because time is
of the essence, employees need to report missing devices
immediately. Then a decision must be made whether to
allow access and trace the perpetrator or to eliminate
remote access to that log -on ID. If the decision is to track
the perpetrator, replace the critical data files with public
(low security) data as quickly as possible. Other possibilities include, but aren't limited to, disconnecting a modem
phone line, changing file /directory permissions, locking
out certain MAC or IP numbers, and so on. Different scenarios, covering different types of information exposure
and level of access compromised, should be considered
for different remedies. Waiting until a violation occurs to
determine what to do is the worst possible scenario. Even
if an intruder doesn't steal data, the cost of recreating files
due to lost time and effort could be considerable if someone were to compromise the system, plant a virus, or alter
or destroy files.
While these security measures aren't perfect, they can
be effective in minimizing risks associated with the theft
or loss of a laptop or other portable electronic device.
Your strategies will depend on your company's potential
risks. Our list of solutions isn't exhaustive. Because of the
rapid changes in technology, maintaining an effective
internal control plan that safeguards assets, encourages
adherence to company policies, promotes operational
efficiency, and ensures accurate accounting records is
paramount to information security as is employee awareness training and retraining. No security system will be
effective if the users fail to take responsibility for following procedures and protecting information. ■
Kimberly E. Frank, CMA, CPA, Ph.D., is an assistant professor of accounting at the University of Nevada Las Vegas.
You can reach her at kfrank @ccmail.nevada.edu.
David Charron is the founder ofComputer Connections, a
network consulting practice located in Las Vegas. Contact
him at dcharron @ccmail.nevada.edu.
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Cash F
Management
IN
R
LEVERAGED ENVIRONMENT
BY MARTY MOORE,

CPA

BEFORE THE ECONOMY TUMBLED into recession in the aftermath of September 11,
growth was slowing precipitously, and debt markets were tightening. Now, as companies lay off employees, will banks extend credit? Will bond markets be viable for
companies with varying degrees of creditworthiness? Even if credit loosens, successfully managed companies can falter when they're suddenly plunged into a leveraged
capital structure — especially after a leveraged buyout or a debt -heavy acquisition.
Managing under a leveraged capital structure is difficult. I know. Over the last 12
years, I've served as chief financial officer for companies with leveraged balance
sheets with total debt from 2.5 to over 8.0 times EBITDA (earnings before interest,
taxes, depreciation, and amortization). It's tough to meet bank -loan covenants, fund
working capital, or finance capital expenditures. It's even tougher in an environment
of tight credit availability. Coupled with a national cataclysmic event and a contracting economy, the job becomes even more difficult, uncertain, and crucial. It requires
a modified approach to financial management (see sidebar, "Financial Management
in a Recession," page 33.)
Janu ary
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UPTHEORGANIZATION
Successful cash flow management in a leveraged environment must involve the entire organization. Highly leveraged firms can't rely solely on finance executives to
manage cash flow. Everyone must shift mind -sets from
operating income and earnings per share to free cash
flow. This requires a basic understanding of the cash flow
levers at all levels of the organization.
I'm continually amazed how few company decision
makers understand the significance and meaning of lending institution financial covenants and the implications of
failing to meet them. Every executive in your company
must learn that covenants legally govern the terms of the
loan and that not meeting them is grounds for a lender to
call the loan. Procedures should be implemented to avoid
violating covenants. Covenants should also help guide
corporate strategy.
In difficult times, you should focus more on freeing up
cash than producing operating profit. Components of
cash flow must be defined, measured, and assigned to a
business unit. In other words, people in those units must
have an "ownership" stake in achieving those defined cash
flows. For example, capital expenditures must be assigned
fully to the operations team. Both the sales and credit
departments must take ownership for responsible receivables management. A time line for sources and uses of
cash must be ascertained. And levers that can impact each
component must be identified and linked.

ers four -month receipts and disbursements incorporating
a variety of basic business operating assumptions. These
include revenue growth, gross margins, EBITDA, inventory turns, receivables turns, capital expenditures, taxes,
and debt service. The focus of the report is projected cash
receipts and cash payments —for example, large scheduled fixed payments and important bank covenants. This
report is especially useful for managing seasonality issues.
The weekly cash flow projection report tracks cash
receipts and disbursements. This report is meant to be
the lowest hierarchical level of cash flow forecasting, but,
in most cases, it's the most important. When this report is
reviewed on a daily basis, cash is then controlled and analyzed on a real -time basis. The overarching lesson of this
report is that cash flow success on a macro scale can only
be achieved by putting controls in place at the micro
level. The weekly report ties all of the reports together by
giving executives the ability to view actual results and
compare them to the four -month forecast of receipts and
disbursements, analyze variances, and make adjustments
as required to adhere to the full -year cash plan. This
report exposes the missed receipts. I use it to investigate
cash receipt shortfalls and plan vendor payments. If we
didn't receive a large payment, we know immediately.
Many of our customers will print checks and hold
them — especially in difficult economic times —until we
notify them.

USEFULNESSOFREPORTS
CASHREPORTSAREKING
In order to hold meaningful discussions among the top
decision makers, there are three basic, highly useful cash
flow forecasts you'll need: for the full year, short term,
and weekly.
The full -year cash forecast is a basic GAAP -based cash
flow statement that's useful for long -range planning. It
should incorporate historical cash flow from prior years
and include wide variances from those numbers. For
leveraged companies in cyclical industries, it is vital to
predict the peaks and troughs of revolver borrowings.
Many times, I've had to meet with purchasing and logistics managers so I could adjust future inventory receipts.
Also, lending institutions will need to know when you
will reach your peak borrowings. I have always found it
easier to give banks plenty of advance notice on future
borrowings than answer their questions when I need to
increase revolver borrowings to make seasonal purchases
and payments.
The short -term projected future cash flow report cov32
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When all cash flow components are loaded, vetted, and
calculated, the results can be reviewed and discussed in a
meaningful manner. Problem areas rise to the surface.
These reports clearly forecast the existence of a cash availability squeeze, oncoming blown bank covenants, or simply the lack of cash. Corrective steps can be developed for
each cash flow component, and senior management can
react quickly to avert known cash flow and bank covenant
disasters. Deferring planned capital expenditures, stretching trade payables, or developing means of accelerating
receivables can be done before the situation becomes dire.
In addition, a variety of "what -if" scenarios can be performed to show the effect of certain actions on cash flow.
In one instance, when our sales organization wanted to
temporarily lengthen our credit terms to boost revenues
during the first quarter, my four -month cash forecast
showed that I couldn't extend those credit terms because
of a scheduled bond interest payment. In another situation, our purchasing/material management department
had the opportunity to purchase an entire year's supply

Financial Management

INARECESS10N

Managing under a leveraged capital structure is similar to managing in a recession. When product demand is
down, credit is tight, and consumer confidence has dipped, financial managers should adopt an approach that differs significantly from that taken during economic expansion. In fact, what you focus on during expansion can be
detrimental during recession. Here are key elements to bear in mind.
♦ Maintain a "living and breathing" budgeting/planning process. Plans must be constantly reviewed against
actual performance and variances investigated and adjusted when necessary. You should have several planning
scenarios: a base, slight growth, some contraction, and significant downturn. Additionally, prepare rolling forecasts
for six quarters; this will keep management attuned to future results and trends.
♦ Be objective but skeptical. Revenue and earnings data provide the foundation of cash flow planning. During
economic expansion, people in operating units tend to "sand -bag" revenues and earnings targets. But in a downturn they'll often make overly optimistic forecasts. You should challenge these forecasts and objectively communicate the results to the chief executive and other senior management.
♦ Communicate honestly with lenders. Never surprise bankers. The best financial managers will apprise their
lenders of their financial condition long before a problem surfaces. Variances to any previously discussed earnings
and cash expectations must be communicated to lenders well before you send them your month -end and quarter end statements.
♦ Educate Senior Management. This is always important but even more so during a down cycle. All management must understand the impacts of cash flow on the company's survival. They must understand the impact of
tight credit, borrowing implications, and blown bank covenants. They must understand and accept a shift to a cash flow orientation from one emphasizing sales or EBITDA. Also, seasoned and savvy judgment will be valued more
than insight into ledgers.
♦ Boost working capital. During growth cycles, most managers tend to focus on revenue growth and driving the
bottom line. During lean times, receivables, payables, and inventory become a source of significant cash flow, so
adjust your credit terms to buyers, renegotiate vendors' terms, and reduce inventories.

of a given inventory. While that would have provided significant cost savings, it would have caused the company
to run out of cash at a critical time.
Cash flow forecasting allows the finance area to be an
enabler of business decisions. The best CFOs will be
shareholder -value driven and see leverage as a means to
maximize investor returns. Once functional managers
understand the impacts of cash flow on the company and
their respective areas, a level of teamwork naturally
evolves. Thus, these three reports, when viewed together,
can outline a highly leveraged company's strategic direction both in the short and long term.
Today, we're living in a new era. Gone are the highflying days of Internet start -ups, 20- something millionaires, and billion- dollar valuations for companies that
never turned a profit. As these failures illustrated, it's like-

ly that the companies would still have failed had they
received more funding from institutional lenders but
didn't manage cash flow prudently.
When any company, regardless of its financial health,
finds itself in a highly leveraged environment, the stakes
are immediately raised. Post-9/11 uncertainty raises those
stakes even higher. Leverage can be used to rise above the
fray and flourish rather than force an ignominious corporate death. But vigilant cash flow management will be
required. ■
Marty Moore, CPA, is chief financial officer of Decorative
Concepts, Inc., a home decor and gift wholesaler with
$280 rnillion in annual revenues and a leveraged capital
structure. You can reach him at (513) 248 -3543 or

bkmgmt@earthlink.net.
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BY BRYAN DREIBELBIS, CMA, CFM

It ' s 8 a . m. E m pl oyees sh uffl e i n t o a l a rge r oom , coffee i n ha n d,
m a yb e a d o u g h n u t o r t w o , a n d a g l a z e d l o ok o f " W h y a m I
h er e ?" T h e a t m osph er e i s som et h i n g l ess t h a n ch e er ful . A few
wor ds a re exch an ged, but m ostl y the r oom i s fi ll ed wi th si gh s of
appr eh en si on a n d discon t ent . We've a l l seen th i s, an d, unfor t u-

W

a

na t el y, a t on e t i m e or a n ot h er , we' ve pr obabl y been pa r t of i t —

a'
o

0 f

a us el e ss t r a i n i n g se ssi on wh er e e m pl oyee s a t t en d n ot beca use

it

Z

0

t h e y e x p e c t t o be n e fi t fr om t h e e x p e r i e n c e , bu t be c a u s e t h e y
a r e obl i ga t ed.

34

STRATEGIC FINANCE

I Janu ary

2002

r

l

h.
V 9�

-j,

1N

`l�•J.Gn

� I

f^

Most likely, the reason employees lack enthusiasm is
that they either don't understand the purpose of the session in the first place or because they have experienced
too many unfulfilling training sessions in the past.
Employees often resist training because in an era of
downsizing, reengineering, and job security issues, training is seen as a threat rather than as a natural, essential
part of employment. The concept of lifelong learning
hasn't yet taken root. The real payoff of training is when
employees become inner - directed rather than outer directed in terms of improvement and productivity.
They're supposed to look forward to training programs
because they want to train and they want to improve, not
because they absolutely have to train or else!
Until then, you need to take steps to produce
industrial - strength training sessions. A three- pronged
approach works and includes a clear plan of what training will accomplish, assurance that attendees understand
the objectives, and, of course, an effective trainer. Here's
what you need to do to get it right.

MAKEAPLAN
Whether it's a new policy, a new procedure, a technical
update, or a need to upgrade skills, training has to be taken seriously. To prepare an effective training session, you
should start with an assessment of needs to determine
what should be accomplished, then make a plan that
includes objectives. Cost - benefit analyses are an important part of the plan, but often the benefits of training are
understated. Obviously, the training program requires
full support of management if it's to succeed, and if management seems to view ongoing training as a waste of
resources, then what type of attitude can be expected
from the participants?
Once a plan is in place and before employees attend
training, participants must clearly understand the program's objectives and the outcomes the training should
produce.
As a trainee once remarked, "We have training sessions
all the time in my company, but no one really knows
what we are supposed to be learning." What a waste!
The training sessions should begin with a "mental set"
to prepare the participants for the information they are
about to receive: It might take the form of a question, an
exercise, or a "prop" that develops interest in what will be
presented. For example, the presenter might open with,
"How would you like to say `goodbye' to the stack of
papers that pile up on your desk each day ?" At that point,
for additional effect, the presenter could toss a stack of
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papers into a nearby trashcan.
Participants need to understand the goals and objectives of the training program. The company needs to
share its vision —the expected outcomes of training —
with employees, but large goals should be broken down
into smaller, more attainable goals. Consider the following example. "We are trying to cut costs and improve productivity. We need your help to reach this goal. We
believe this new software will be a key ingredient of success. This is why you are here today. Our first goal (sub goal) is to help you reach a high level of proficiency with
this software package." Setting the expectations up front
will avoid participants leaving confused and, therefore,
dissatisfied, which is obviously counterproductive.
Expectations should not be vague or subjective; the
objectives as well should be clear and measurable. "When
we are through, you will understand," "you will be familiar with ...," or "you will appreciate the ...." are examples of objectives you can't measure. How can you
objectively evaluate "understanding," "familiarity," or
"appreciation ?" Instead, more measurable objectives
would be, "upon completion of training, you will be able
to calculate cash flows from operating, investing, and
financing activities; compute budget variances; provide
expense analysis...." If the trainee can actually do those
things, the training session has been successful.

TIPSTOTRAINTHETRAINER
No matter how clear the goals and objectives of training
are, they will be achieved only if the trainer uses effective
methods. So the question is: Has anyone trained the
trainer? The trainer's skill in presenting material really
makes a difference. The trainer needs to consider a variety of teaching techniques: Use appropriate posture, don't
rely on slides as a crutch, be aware of voice modulation
and language choice, maintain eye contact, and repeat
information. Let's look at tips to train the trainer.
Variety of approaches. When training employees, does
one size really fit all? Maybe in some garments, but it's
not a great approach to training. That is, one method
won't be the optimal method with all participants
because some people respond best to visual cues, some
better to verbal cues, and still others respond best to
experiential (hands -on) opportunities. The bottom line?
Whatever method is used, it should provide engagement
that results in the participants being actively involved in
the presentation.
Posture. The trainer must share his /her passion for the
topic and material if participants are to reflect the same.

No m a t t er h ow c lea r t h e
goals and objec tives of t rainin g a re, th ey will b e
ac h ieved only i f t h e
trainer uses effective
m et h od s .
"Martha" was a trainer who acclimated new employees to
their jobs. While she was a long -time, valued employee,
her training posture was less than enthusiastic — slumped
shoulders, a blank expression, and a monotone verbal
cadence. It was very difficult for new employees to be
enthusiastic about their new positions when the attitude
modeled for them each and every hour of training was
bland and mundane.
Presentations. One of the most common mistakes
made in training sessions is to present slides, transparencies, or PowerPoint presentations that amount to nothing
more than narration of what's on the screen. The trainer
needs to augment what is on the screen and talk with the
participants, not merely at them. Another common mistake: The trainer asks valid questions but then answers
them without giving attendees an opportunity to think
about the question, evaluate, then answer. Not much
thinking and evaluation are likely to occur if the trainer
automatically answers each question.
Voice and Language. Varying the volume, pitch, and
inflection of your voice can be very helpful. Attendees
aren't likely to find a presentation by a monotone very
interesting. Also, trainers should watch out for bad habits.
An otherwise effective trainer had the nasty habit of ending each statement with, "o.k. ?" "Our objective today is to
CIA.?" "The next thing you have to remember is ...
...
o.k. ?" "This is really an important point ... o.k. ?" After an
hour or so of that, the.participants were looking for the
nearest exit. The trainer's method wasn't "o.k'
Eye Contact. Another common mistake is to preach
but not practice. Training participants will detect hypocritical trainers very quickly. "Harold" was a trainer who
told session participants they should always maintain
good eye contact with customers. While he was saying
this, he was looking out the window at the activity outside the building, which an attendee might have thought
he was doing deliberately for effect. Not the case. Harold
had a habit of looking out the window as he spoke, even
when he met with clients.

Repetition. Repetition, especially of key points, is
essential. It's well -known among professional educators
that in a series of items or when material is presented
over a length of time, those items presented first and last
are the ones attendees will most likely remember. The
material in the middle runs the greatest risk of being forgotten. Therefore, a deliberate effort to repeat and reinforce that material needs to be made, and a final
summary of the major points is always in order. So be
sure to end the session with a "here's what we learned
today" summary.

LASTINGMEMORIES
Finally, good trainers always have written material (e.g.,
outlines, summaries, charts, graphs) that participants can
take with them. Typically, the materials are distributed
before the session begins, but that's not always a wise
decision. If trainees can use the handouts to follow the
presentation in an interactive way, that's fine, but if the
materials will be a major distraction from the program,
the trainer should distribute them later in the session or
at its conclusion. It's counterproductive if participants
spend too much of the session thumbing through the
handout to see what lies ahead. In any event, however, it's
imperative for trainees to have materials that can be used
for future reference and review.
You should make sure that training doesn't stop with
formal program sessions. Ideally, follow -up will be provided, and a mentoring program, where employees can
learn from established role models, will be provided. But
it's vital that mentors be recruited on a voluntary basis.
The "senior" employee has to have an honest desire to
mentor the "junior" employee. The mentor and mentee
should be able to observe each other in action, feel free to
ask questions, and to jointly formulate a personal development plan for the mentee.

REPRISE
So, once again it's 8 a.m. (or maybe a later hour). People
are gathering their share of the refreshments (something
besides the standard coffee and doughnuts!), but this time
they are excited, interested, and anticipating an uplifting,
productive training session. It's up to you —will trainees
view the session as a time to learn or a time to run? ■
Bryan Dreibelbis, CMA, CFM, is chair of the Business
Department and an associate professor of business at
Alvernia College in Reading, Pa. You can reach him at
(610) 796 -8272 or bryan.dreibelbis @alvernia.edu.
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WHAT CAN YOU DO ABOUT "INEFFICIENCIES" OF OVERSEAS ECONOMIES?

merican flags are raised and flown ubiquitously today in America. But in many
countries overseas, American flags are
BY

ALAN

L E VI N S O H N

coming�down�—not�necessarily�torn�down
by protesters in the streets, but voluntarily taken down by U.S, corporate officials trying to
manage heightened risks.
The science of risk management has advanced
remarkably in two decades. Many financial
managers now employ a toolkit of techniques to
offset international risk exposures of foreign
exchange, interest rates, or liquidity. But few are
prepared to deal with the leap in political risk
that today's new geopolitics presents.
Government instability, social unrest, corruption, lawlessness, terrorism, or militancy of all
stripes makes for a volatile brew of political risk
that American business managers, with their

w

relatively clean markets and stable government,
are generally unaccustomed to.

a
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ALLPOLITICSARELOCAL
"You can hedge currency and interest rate risk, but you
can't hedge the risk of rioters burning down your store,
the government seizing your assets, or consumers thinking you want to poison them," says Eric Falkenstein, an
economist and former risk manager of KeyCorp as well
as Moody's Risk Management Services.
For instance, Moody's Investors Service, the credit rating agency, has been trying to build a viable business in
India for about 10 years and hasn't made a "dime off the
operation," Falkenstein says. India's attraction is its population of one billion and "quasi- capitalist and somewhat
stable government.' In 1991, India introduced an industrial policy that was supposed to be vastly simpler, more
liberal, and more transparent than its predecessor. The
new policy actively promotes foreign investment as indispensable to the country's international competitiveness,
according to Political Risk Services, a provider of economic and political data, analysis, and forecasts.
Still, it was "impossible" for Moody's to use its brand
name and open an office directly; it had to work through
an Indian affiliate, according to Falkenstein. Above all,
India's many "informal rules— things that we would call
blatant graft" —were costly and added risk.
"You have to pay people off," Falkenstein states. "To
operate in various districts you have to get a license. And
who do you get your license from? Well, maybe you have

local company that had some political clout —the same
advice he'd give any firm venturing into an unstable
country no matter how much financial wherewithal they
have. In this case, it was a joint venture with a national
conglomerate of the host country.
"The first day the plant was opened, the mayor of the
local town and his friends dug a ditch across the access
road of the plant, arguing it might take months for the
road to be repaired," he says. The repair required a "tax."
Copeland's client immediately contacted its joint venture
partner, and "it didn't take more than 24 hours before the
ditch was repaired and the problem went away."

PERSPECTIVESONPOLITICALRISK
Economically, corruption is no different from terrorism
or lawlessness. They're all political hazards that cause
losses. But while the current terrorism war may raise the
level of global uncertainty and complexity, cross - border
strategy, trade, international investment, partnership,
mergers, and acquisitions will presumably carry on. You
may not be able to hedge political risk as you do threats
to tangible and financial assets, but that doesn't mean
they're not manageable.
Copeland further advises borrowing funds from a local
bank because it's politically expedient. "Local bankers
want to see the value of your business maintained so they
can get repaid.' Moreover, buying local debt in the local

"Y O U C AN H ED G E C U RR E NC Y AN D I N TE R E ST RAT E
RISK, BUT YO U CAN 'T HED GE THE RISK OF RI OTERS
BURNING DOWN YOUR ST ORE , T HE GOVE RNMENT
SEI ZI NG Y OUR ASS ET S, OR C ON SU ME RS TH IN KI NG
YOU WANT TO POI SON THE M:'
to pay off the mayor and also someone from the city
attorney's office, and because all the jurisdictions overlap,
you have to pay them off sequentially, and they're all kind
of competing against each other, and you keep paying
them off thinking it'll end, but it never seems to.'
Even making political payments doesn't ensure you can
concentrate on your business. "The law is so amorphous
and vague they can interpret it to shut you down at any
time," Falkenstein adds.
That nearly happened to a client company of Tom
Copeland, a corporate finance consultant with Monitor
Group. Copeland was helping his client open a plant in
an Asian country he preferred not to name. He advised
his client company to forge an equity relationship with a
40
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currency also establishes a natural foreign exchange hedge
and helps to keep local profits constant. "You have revenues and debt in the local currency; one is an asset, the
other a liability. So changes in inflation tend to be offsetting," he says, because your revenues and interest on the
debt will both move together, thereby offsetting each other. That's in contrast to having revenues in the local currency and dollar- denominated debt where changes in each
can move in opposite directions, which will increase risk.
Political risk may not fit smoothly into new enterprise wide risk management models, but it can be analyzed as a
portfolio of international risk. For example, when forecasting the economic impacts of political risk on overseas
business, you should not add a country risk premium to

the discount rate for assets in countries thought to be
riskier, according to Copeland, who's also a finance professor and author of several texts.
Your future cash flows may likely diminish in some
countries, but your discount rate —in other words, your
expected rate of return — should remain constant,
Copeland advises. Why? Because the discount rate,
derived from pricing models such as the capital asset
pricing model or the arbitrage pricing model, already
embodies systematic risk, or risk that's undiversifiable.
Political risk is country specific and, therefore, idiosyncratic to specific countries —not systematic in all countries. With a discount rate unchanged as the denominator
in projected cash flow calculations, the numerator —
future cash flows — already captures idiosyncratic country
risk because expected cash flows are lower when the risk
is higher. But in projecting those cash flows, "you have to
be very explicit about what's causing the risks, and that
extra effort often results in some good thinking about
how to avoid the risks," Copeland says.
The only exception is aworld war. In that case the risks
are no longer idiosyncratic; they're systematic across all
economies, and, therefore, you would raise the discount
rate when valuing projects, he advises.

COUNTRYRISK
To Campbell R. Harvey, a professor of international business at Duke University, political risk is a measure of the
broader category of country risk, commonly considered a
combination of economics, finance, geopolitics, sociology, and history. Country risk analysis and forecasting
techniques can be used to mitigate political risks.
Harvey uses Political Risk Services' International
Country Risk Guide (ICRG) for its measures of political, economic, and financial risk of 140 countries. ICRG
compiles monthly data on a variety of political, financial, and economic risk factors to calculate risk indexes
in each of these categories as well as a composite risk
index. Five financial, 13 political, and six economic factors are used. Each factor is assigned a weighted numerical rating. A higher score indicates less risk. Political
risk assessment alone is based on subjective staff analysis of available information. Economic risk assessment
scores are based on objective analysis of quantitative
data. Financial risk assessment scores are based on
analysis of a mix of quantitative and qualitative information. The composite rating is a linear combination of
the three individual indexes' point scores.
Next, Harvey uses Institutional Investor's country credit

ratings, which are based on a survey of leading international bankers who are asked to rate each country on a
scale from zero to 100 (where 100 represents maximum
creditworthiness). Institutional Investor averages these
ratings, giving greater weight to respondents with greater
worldwide exposure and more sophisticated country
analysis systems.
There are many other services that measure country
risk that Harvey suggests, among them Bank of America
World Information Services, Business Environment Risk
Intelligence, Control Risks Information Services, Economist Intelligence Unit, Euromoney, Standard & Poor's
Rating Group, Political Risk Services' Coplin- O'Leary
Rating System, and Moody's Investor Services.

SCENARIOPLANNING
Another approach for getting a grip on unwieldy political
risks might be scenario planning. Pioneered by Royal
Dutch /Shell in the 1970s, scenario planning relies on imagining the future rather than extrapolating from the past.
When the Hart - Rudman Commission on "American Security in the 21st Century" used futurist studies in 1999, it
analyzed 20 in detail, according to a report in The Economist. Of these, five followed the Shell method very closely,
six used a variation of it, and six used "simplified versions'
Peter Schwartz, formerly head of scenario planning at
Royal Dutch /Shell in London, now runs a consulting
firm called Global Business Network. Scenario planning
tools leverage the future's unpredictability. Unlike traditional forecasting or market research, scenarios present
alternative "images" instead of extrapolating current
trends from the present or past. Scenarios also embrace
qualitative perspectives and the potential for sharp discontinuities that econometric models exclude. Consequently, scenarios require decision makers to question
their broadest assumptions about the way the world
works so they can foresee decisions that might be missed
or denied.
What's new today that companies now need to add,
according to Schwartz, is the extent to which Islamic fundamentalism might block the spread of western capitalism and democracy. At one extreme, he suggests that
companies imagine a scenario of a civil war between
reformers and fundamentalists in at least 10 Muslim
states. The tables on the following pages could help build
a scenario. Some of the most politically risky countries
are Nigeria, Indonesia, and Algeria, according to Political
Risk Services. But Colombia, Turkey, and India don't lag
far behind.
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25 MOST POLITICALLY RISKY COUNTRIES By Political Risk Factor
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A
B
C
D
E
F
G
H
1
J
K
L
.................................................................................... ...............................
SOMALIA
5
1
2
4
6
1
1
3
2
2
1
0
29
...................................................................................................................
IRAQ
10
1
3
9
2
1
0
5
2
2
0
0
37
.................................................................................... ...............................
SUDAN
10
2
5
5
9
1
0
1
2
1
3
1
40.5
.................................................................................... ...............................
NIGERIA
7
2
5
7
11
1
2
0
2
2
3
1
45
.................................................................................... ...............................
INDONESIA
9
2
4
6
10
2
1
1
2
2
4
2
46
.................................................................................... ...............................
LIBERIA
it
2
6
8
4
2
1
3
2
3
3
0
46
.................................................................................... ...............................
ALGERIA
8
4
8
5
10
2
0
0
2
2
2
2
46.5
.................................................................................... ...............................
SIERRALEONE
8
2
6
9
9
3
0
4
3
2
0
0
47.5
.................................................................................... ...............................
MYANMAR
9
4
4
8
8
1
0
6
3
3
0
1
47.5
.................................................................................... ...............................
PAKISTAN
9
7
5
6
7
2
0
1
3
5
0
2
48.5
.................................................................................... ...............................
BANGLADESH
5
2
7
5
9
2
2
2
2
4
5
2
49.5
.................................................................................... ...............................
HAITI
11
1
5
7
9
1
2
6
2
4
2
0
51
.................................................................................... ...............................
ANGOLA
10
3
7
6
8
2
1
4
3
3
3
1
51.5
.................................................................................... ...............................
COLOMBIA
7
4
9
4
7
2
2
5
1
5
3
2
52
.................................................................................... ...............................
YUGOSLAVIA
4
2
7
8
9
3
4
1
3
3
4
2
52
.................................................................................... ...............................
KENYA
9
2
9
9
9
2
3
2
2
2
3
2
55.5
.................................................................................... ...............................
ETHIOPIA
7
5
7
8
7
2
1
5
5
3
4
1
56
.................................................................................... ...............................
TURKEY
7
4
8
8
8
3
3
4
4
2
2
2
56.5
.................................................................................... ...............................
INDIA
8
3
8
7
8
2
3
2
4
2
6
3
56.5
.................................................................................... ...............................
UKRAINE
7
4
5
7
11
2
5
5
4
4
2
1
57
.................................................................................... ...............................
IRAN
8
6
5
7
7
2
5
2
4
5
3
2
57.5
.................................................................................... ...............................
UGANDA
9
4
9
6
10
2
2
3
4
3
2
2
57.5

.................................................................................... ...............................
KOREA(DPRK)
9
4
6
11
8
1
1
6
5
6
0
0
58
.................................................................................... ...............................
ARMENIA
6
5
8
7
7
2
4
5
3
5
4
1
58
.................................................................................... ...............................
ZAMBIA
6
2
6
8
10
2
5
5
4
5
4
1
58.5
.................................................................................... ...............................
Source: Political Risk Services (November 2001)
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CODE

MAX VALUE

CODE

MAXVALUE

GOVERNMENTSTABILITY

A

11

MILITARY IN POLITICS

G

6

SOCIOECONOMICCONDITIONS

B

12

RELIGIONIN POLITICS

H

6

VARIABLE

INVESTMENTPROFILE

C

12

LAWANDORDER

1

6

INTERNALCONFLICTS

D

11

ETHNICTENSIONS

1

6

EXTERNALCONFLICTS

E

12

DEMOCRATICACCOUNTABILITY

K

6

CORRUPTION

F

6

BUREAUCRACYQUALITY

L

4
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25 LEAST POLITICALLY RISKY COUNTRIES By Political Risk Factor
(ascending order)
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O
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Y

E

J
K
L
G
H
1
C
D
E
F
A
B
.................................................................................... ...............................
3
80.5
6
3
5
12
3
5
5
12
9
FRANCE
8
9
.................................................................................... ...............................
3
6
5
2
81
12
3
5
5
6
11
11
URUGUAY
it
.................................................................................... ...............................
4
81.5
4
6
5
4
3
5
9
11
8
12
SPAIN
9
.................................................................................... ...............................
6
2
82
4
6
5
4
5
10
7
10
11
COSTARICA
10
.................................................................................... ...............................
5
5
3
82
4
5
6
5
9
11
11
SLOVENIA
10
7
.................................................................................... ...............................
4
82.5
4
6
4
5
8
4
5
9
11
10
UNITEDSTATES
12
.................................................................................... ...............................
83.5
6
5
4
2
3
6
4
10
12
ITALY
10
8
11
.................................................................................... ...............................
4
86
3
5
4
6
5
5
10
12
11
12
BELGIUM
9
.................................................................................... ...............................
6
6
5
4
87.5
12
11
3
5
5
JAPAN
10
8
12
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10
. . . . . . . .11
. . . . . . . 11
. . . . . . . . .5. . . . . . . 6. . . . . . . .6. . . . . . . 6. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
9
AUSTRALIA
8
4
87.5
4
6
..................................................................................... ...............................

4
88
6
4
6
6
6
9
7
5
UNITED KINGDOM
11
11
12
.................................................................................... ...............................
4
88.5
6
5
4
5
12
4
6
9
12
11
GERMANY
10
.................................................................................... ...............................
89.5
6
6
3
6
6
5
it
12
4
9
11
PORTUGAL
9
.................................................................................... ...............................
2
4
89.5
6
6
4
6
5
12
11
11
SINGAPORE
11
11
.................................................................................... ...............................
89.5
6
4
5
4
4
6
6
12
11
10
12
AUSTRIA
8
.................................................................................... ...............................
6
6
4
90
6
10
2
6
5
11
12
11
IRELAND
10
.................................................................................... ...............................
6
3
6
4
90.5
6
6
12
10
6
9
12
CANADA
10
.................................................................................... ...............................
4
6
4
91
6
6
6
12
5
NEW ZEALAND
9
10
12
11
.................................................................................... ...............................
6
4
91
6
5
6
5
11
5
10
12
11
NORWAY
8
......................................................................,.............. ...............................
92.5
6
4
6
6
5
6
5
10
12
11
11
SWEDEN
9
.................................................................................... ...............................
6
5
6
4
93
4
6
6
12
11
10
12
SWITZERLAND
10
.................................................................................... ...............................
6
4
93.5
6
6
6
6
11
5
10
12
11
DENMARK
10
.................................................................................... ...............................
4
94.5
6
6
6
6
6
6
12
11
9
12
FINLAND
9
.................................................................................... ...............................
4
6
5
5
95
12
5
6
6
12
12
LUXEMBOURG
11
11
.................................................................................... ...............................
6
6
4
95.5
6
6
6
6
12
11
12
NETHERLANDS
10
10
.................................................................................... ...............................
Source: Political Risk Services (November 2001)

Eric Falkenstein, who now works for a hedge fund
called Deephaven Capital Management developing quan-

"geopolitics and how that translates into economics and
say to them, `Give me your frank assessment of Pakistan.

titative investment strategies, is at a loss for a formula to

We've got a big investment there. Obviously there are

counter political risk. "There's no magic algorithm

some issues, but we think we can make $10 million a year

because the situations are so nonstandard.' Nor will a

there, and our hurdle rate is 25 %. Is it worthwhile ? "' ■

marketing campaign saying "Coca -Cola loves Islam" be
particularly persuasive, he notes.
"You just have to get good people" who understand

Alan Leviftsohn is finance editor of Strategic Finance. You
can reach him at (201) 474 -1529 or alevinsohn @imanet.orQ.
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Putting

Strategy

into the

Balanced
Scorecard
BY PETER BREWER, CPA

Talk to any balanced scorecard consultant, and you'll find that the most important step in creating a balanced scorecard is defining your strategy. While that
sounds like an easy thing to do, it's surprising how many companies struggle to
define their strategy clearly, embed it into their balanced scorecard performance measurement system, and communicate it effectively throughout their
W

organization. (See "The Balanced Scorecard at a Glance" p. 46.) The problem:
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Companies don't have access to structured approaches to translate high -level
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strategy statements into specific scorecard measures. The result: a disconnect

0
r
a
r
m

44

between strategy and performance measurements.
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The changing nature of value creation complicates the
performance measurement process as well, especially
since the New Economy has stood the world of value creation on its ear. In 1978, the average U.S. company had a
book - value -to- market -value ratio of 95 %, but by 1998
the ratio had plummeted to 28 %! In fact, numerous
highly successful companies such as AOL Time Warner,
Cisco Systems, Amazon.com, Coca -Cola, Microsoft, General Electric, and Charles Schwab have all had book value-to- market -value ratios in recent years of less than
10% and, in some cases, even less than 5 %! Why? Intangible assets! Though Wall Street understands the value of
intangible assets, the traditional financial accounting
model is mired in the world of physical and financial
assets that dominated value creation 20 years ago. For
managers trained in Old Economy finance, the New
Economy forces them to stretch their mental model of
what constitutes a sustainable business model.

The Balanced Scorecard
at a Glance
The balanced scorecard offers an alternative to organizations that have historically overemphasized
short -term financial performance. It measures performance from four perspectives: customer, process,
learning and growth, and financial, recognizing that
long -run financial success is driven by an organization's ability to continuously learn and grow and to
manage the processes that deliver customer value.
A

balanced scorecard should have 1 5 to 25 measures that support a company's strategy and are

THEVDFFRAMEWORK
So how do you translate strategy into measures? The Value Dynamics Framework (VDF), shown in Figure 1, is a
tool that can help companies interested in bridging the
gap between strategy statements and balanced scorecard
implementation. It enables them to disaggregate broad
strategy statements into the underlying assets that are
being used to deliver value to customers, thereby helping
them focus the balanced scorecard metric selection
process on the assets that are critical to achieving strategic objectives. The VDF recognizes that, in today's economy, physical and financial assets aren't the only types of
assets used to create wealth but acknowledges that customer, organizational, and employee /supplier assets are
also important. Consider how some of the assets of AOL
Time Warner, Starbucks, and DaimlerChrysler AG never
appear on the balance sheet.
Subscribing customers are an asset for AOL, not in
terms of their subscription revenue but in terms of their
ability to generate advertising revenue. Numerous companies pay AOL to gain visual exposure to the millions of
customers relying on AOL for Internet access. Despite the
revenue - generating ability of AOL's customers, they don't
show up on AOVs balance sheet.
When Starbucks introduced its gourmet coffee flavored ice cream, it became a best seller in the United
States within three months, thanks to the company's
brand image. While brand is an organizational asset in
the VDF framework, the value of Starbucks' brand isn't
reflected in its balance sheet.
DaimlerChrysler AG views its relationships with suppliers as a critically important asset, yet the value of its
supply chain relationships in terms of improved product
quality, time compression, and lower costs isn't depicted
on its balance sheet.

linked together in the form of cause - and -effect hypothesis statements. Forming these linkages en-

HOWCANICREATEAVDF?

courages a company to specify how investments in

You can break the process of creating a Value Dynamics
Framework into four steps. First, create a list of assets
that supports your strategy. Include physical and financial
assets such as office buildings, desks, computers, cash,
and accounts receivable only if they differentiate your
company from its competitors.
Second, explain how the assets in the VDF interrelate
to deliver customer value. According to strategy expert
Michael Porter, a competitive advantage is created when
your company's activity system is difficult to replicate.
Therefore, it's the combination of assets depicted in the
VDF that works in unison to create an activity system

learning and growth will drive continuous process
improvement, increasing customer satisfaction and
financial prosperity.
The balanced scorecard measures should cascade across divisions and down through the levels
of an organization so that all employees are evaluated and rewarded using action measures that are
connected to the scorecard.
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Figure 1:The

Figure 2:Dell

Value Dynamics Framework

Computer's Value Dynamics Framework

Adapted from Cracking the Value Code: How Successful Businesses Are Creating Wealth in the New Economy by Richard Boulton,
Barr),Libert, and Steve Sarnek.
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leading to a competitive advantage.
Third, identify the strengths, weaknesses, opportunities, and threats (SWOT analysis) underlying the VDF.
The future may hold unexploited opportunities and
unforeseen threats that render a current VDF and its
associated activity system obsolete. Hence, the VDF is an
evolving business model, not a stagnant one.
Fourth, define the critical success factors underlying
the strategy, and identify particular combinations of
assets as being supportive of each critical success factor.
Creating a VDF in this manner will focus your balanced
scorecard metric selection process on the assets and critical success factors most important to achieving your
strategic objectives.

BUILDINGDELUSVDF

processes

To illustrate the application of the VDF, I'll use Dell
Computer Corporation. Dell's mission statement,
which appears on its website, is "to be the most successful computer company in the world at delivering
the best customer experience in markets we serve."
While this mission statement provides a high -level
expression of Dell's strategy and goals, it doesn't specify the combination of assets that Dell relies on to meet
customer expectations. It would be a substantial leap
of unstructured thought processes to jump directly
from this mission statement to the process of choosing
measures for a balanced scorecard. Here's where the
VDF can help.
Figure 2 provides a VDF for Dell. It breaks down Dell's
high -level mission statement into the assets that drive the
attainment of strategic objectives. Dell's two biggest assets
are classified under organizational assets, namely the
leadership of Michael Dell and the business
underlying the direct business model. Other organizational assets include:
♦ Patents related to Dell's direct business model,
♦ Corporate consumers' perception of brand stability,
♦ Individual consumers' perception of first -to- market
technology leadership, and
♦ A segmented organizational structure that enables
managers to get intimately acquainted with customers'
needs within a business segment.
Dell's physical assets provide a classic example of "less
is more.' As a result of bypassing distributors and selling
directly to customers, Dell minimizes the need to maintain inventory. Also, Dell maximizes its flexible- response
capabilities by outsourcing component -part manufacturing. Dell doesn't have substantial resources tied up in
48
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physical facilities dedicated to winning the first -to- market
battle for each successive generation of technology. But
Dell invests in the information technology infrastructure
that supports real -time communication among its customers, its own manufacturing facilities, component suppliers, and airfreight carriers.
The policy of outsourcing component manufacturing
leads to a discussion of supplier and employee assets. By
maintaining partnerships with as few highly reliable suppliers as possible, Dell streamlines its operations and relies
on its computer monitor suppliers to ship directly to the
customer. As long as a supplier retains its leadership position, Dell will collaborate with it to achieve mutual success, but if a particular supplier loses its edge, Dell has the
flexibility to respond quickly. Another asset? Employees.
Direct salespeople, help -desk operators, engineers, and the
like all have to be knowledgeable and customer focused to
ensure Dell's continued competitiveness.
In addition, customers are critically important assets to
Dell. When Dell introduced the direct model, all of its
competitors were selling computers to end consumers via
distributors and detaching themselves from end consumers. Dell, on the other hand, sells directly to consumers and is continuously communicating with them
and benefiting, especially in two areas: seeing sales trends
and learning about unmet customer needs.
The sales trend data helps Dell match supply with
demand, and information related to unmet customer
needs translates into opportunities for innovation of
products and services. The company also relies on customers' knowledge of what they want to purchase and
when they want to complete the transaction to drive
the direct business model. Dell leverages this source of
customer knowledge by making it as easy as possible
for a customer to place a customized order electronically. In fact, Dell has set up about 7,000 customized versions of dell.com for various customers. Electronic
ordering is hassle free for the customer and cost effective for Dell.
Finally, financial assets appear in the VDF. The primary
financial assets for Dell include minimal accounts receivable and a strong cash position. Dell's cash conversion
cycle (e.g., days accounts receivable outstanding + days
inventory on hand — days accounts payable outstanding)
is minus five days, which means customers pay Dell
before it has to pay suppliers. This minimization of working capital provides not only a cost advantage, but cash
availability to support necessary investments to stay on
the forefront of technology.

Figure 3:Linking

the VDF to the Balanced Scorecard:
Dell's Customer Intimacy Value Proposition
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Figure 4:

Linking the VDF to the Balanced Scorecard:
Dell's Operational Efficiency Value Proposition

SUPPLIERS
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LINKINGDELL'SVDFTOTHEBALANCEDSCORECARD
Dell's Value Dynamics Framework provides a richer body
of information to support the balanced scorecard metric
selection process than the mission statement alone
because it specifies the assets that deliver customer value
and profits. It provides a structure that facilitates the
underlying thought process involved with transitioning
from the high -level mission statement to selecting measures for each of the four balanced scorecard perspectives:
learning and growth, process, customer, and financial.
Let's look at Dell's assets that relate to its customer
intimacy and operational efficiency value propositions.
Figure 3 suggests that Dell's leadership, structure, customer, brand, and employee assets play a pivotal role in
delivering on the customer intimacy value proposition.
Likewise, Figure 4 suggests that customers and employees, as well as the remaining assets from Dell's VDF, support its operational efficiency value proposition. Here's
an analysis of the underlying logic of the links between
Dell's customer intimacy assets and the balanced scorecard measures shown in Figure 3.

THECUSTOMERINTIMACYVALUEPROPOSITION
Michael Dell says his most important leadership responsibility is looking for "value shifts" in his company's customer base. To identify the shifting needs of customers,
he has to stay in close contact with them. The segmented
organizational structure and the employees who work
within that structure are two other assets that enable Dell
to focus on building intimate relationships with its segments of customers. To build customer intimacy and loyalty, Dell leverages its customers' knowledge of their own
unmet needs. Dell's brand image was and is shaped by
customer feedback.
Identifying this linked set of assets enables Dell to
select strategy- focused, asset -based balanced scorecard
measures that support the customer intimacy value
proposition. For example, the balanced scorecard's learning and growth measures might include:
• Training dollars spent per full -time equivalent by customer segment to ensure that well- educated business
segment managers provide state -of -the art advice to
customers.
• Number of collaborative customer - solution teams that
motivate Dell to collaborate with its customers and
jointly create technology solutions that fulfill any
unmet customer needs.
• Number of emerging technologies evaluated inspires
Dell's leaders to stay abreast of technology threats and

For More Insight
Many books and artic les provide information on issues related to the VDF. T he book Cracking the
Value Code: How Successful Businesses Are Creating
Wealth in the New Economy offers a wealth of inf ormation on the VDF framework. Michael Porter's article, "W hat Is Strategy ?," in the November - December
1996 is s u e of the Harvard Business Review provides a deeper understanding of s trategy.
If you'd like insight on interorganizational, supply
chain - oriented balanced scorecard performance
meas ures , see the artic le, " Us ing the Balanced
Scorecard to Measure Supply Chain Perf ormance,"
whic h appeared in the Spring 2000 is sue of the
Journal of Business Logistics, and "Adapting the
Balanced Scorec ard to Supply Chain Management"
in the March -April 2001 Supply Chain Management
Review. Both articles were written by Peter C. Brewer and Thomas W . Speh.
To learn more about customer intimacy and operational effic iency as value propositions, see Michael
Treacy and Fred W iersema's article titled "Customer
Intimacy and Other Value Disciplines" in the January February 1993 Harvard Business Review. And to
obtain further inf ormation on how thes e value propositions relate to the balanced sc orecard, read Robert
S. Kaplan and David P Norton's book titled The Strategy Focused Organization: How Balanced Scorecard
Companies Thrive in the New Business Environment.

opportunities that may alter the competitive landscape
in the future.
Business process measures might include:
• Percentage of total hours spent in contact with the
customer,
• Number of customer - initiated product innovations,
and
• Average customer idea ramp -up time.
The first measure —hours spent with the customer —
would be evaluated at the executive as well as managerial
J anu ar y 2 0 0 2
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levels. This would motivate Dell's highest -level leaders, as
well as its segmented management teams, to stay in touch
with the customer. The second business process measure —
customer- initiated product innovations — should motivate
Dell employees to listen to and collaborate with customers.
The first two measures from the learning and growth perspective would support this process- oriented measure. The
third measure — ramp -up time — assesses how long it takes
Dell to translate a customer's idea into reality because creating innovative ideas is one thing, but delivering results in
a timely manner is another.

The three customer measures are customer perception
of customized response capability, customer perception
of stability and first -to- market capability, and customer
retention. If the learning and growth and business
process outcomes are being achieved, then as the first
customer perspective measure suggests, customers
should perceive that their individual needs are being met
in a timely manner. The second measure focuses on
brand image. If Dell stays in touch with customers and
delivers solutions consistent with their needs, then its
brand image of stability in the institutional segment and
"first -to- market with the latest technology" in the consumer segment
should remain strong. Finally, if
customer perception regarding the
prior two measures is positive, Dell
should be able to retain customers
You'll Feel Almost As Comfortable
and grow the business.
Taking The CMA/CFM Exam As You Did
Pursuing the value proposition of
Studying For It.
customer intimacy should lead to
revenue growth, so the financial
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KEYTOSUCCESS
Bain & Company's research suggests
that 50% of the Fortune 1,000 and
40% to 45% of larger companies in
Europe use the balanced scorecard.
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Many more companies, large and

small, are likely to implement the
balanced scorecard in the near
future. The Value Dynamics Framework is the key to balanced score-
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Peter Brewer, CPA, is an associate
professor in the department of
accountancy at Miami University
in Oxford, Ohio. You can reach
him at (513) 529 -6271 or
brewer.pc@muohio.edu.
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"No -Suit'
Agreements
EMPLOYERS ARE USING THEM FOR SEVERANCE PROTECTION.

BY MILTON ZALL

IN ORDER TO PREVENT LAWSUITS BY LAID -OFF EMPLOYEES, many employers are augmenting
their severance packages with "no- suit" agreements that offer employees increased severance benefits in
exchange for an agreement not to sue their former employer. Such agreements are perfectly legal if they're
properly drafted and presented. For example, in order for a promise not to sue for age discrimination to be
enforceable, an employer must give the employee time to consider any offer to prevent "gun to the head"
decisions by employees. But if a no -suit agreement isn't properly drafted and presented, former and current
workers —not to mention the courts —will view the plans with a skeptical eye.
More on this later.
Though not a new practice, requiring employees to
give up certain rights in exchange for better severance
benefits has drawn a lot of media attention. No -suit
agreements were featured in recent layoffs at:
Amazon.com —It offered 12 weeks of severance pay to
laid -off employees who signed no -suit agreements but
only two weeks to those who refused.
General Motors — General Motors promised to provide
vouchers toward car purchases and other incentives to
employees who signed no -suit agreements.
Motorola — Motorola offered to double the severance
pay of employees who signed no -suit agreements.
ICG Communications —ICG Communications offered

two weeks of additional severance pay for each year with
the company in exchange for signing a no -suit agreement.
Lucent Technologies— Lucent offered severance pay
only to employees who signed no -suit agreements.
In each instance, employees who signed a no -suit agreement received more severance benefits than those who
didn't. And an employer has no legal obligation to provide
severance payments unless such benefits were promised to
employees as part of their employee benefit plan.
But because there has been an explosion in employment litigation, employers are saying, "If I'm going to
offer a severance package, I might as well get some protection for it." And as employment litigation continues to
skyrocket —more than doubling over the past 10 years—
Janu ary 2 0 0 2
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these agreements have moved from being individually
negotiated contracts to standard company policy. At present, many companies with written severance package
plans include some provision that says the receipt of benefits indemnifies the employer. Increasingly, noncompete
agreements and provisions concerning proprietary information are being rolled into these no -suit contracts.

LEGALREQUIREMENTS
A no -suit plan must clear the following three legal hurdles:
1. Employees must know what they are giving up.

Be very specific: For example, ask for a simple release
that expressly covers Title VII and other fair employment
practice laws. An ambiguous release does not work in
your favor. Tell your employees to contact a lawyer to
ensure that they fully understand the effect of the release
and what they are giving up.
2. Workers must sign voluntarily.

To ensure that employees can't claim to have been
coerced into signing a no -suit agreement, give them sufficient time to review the contract's provisions. For example, don't expect an employee to review a 10 -page
contract in one day, and also take into account other circumstances, such as illness or family emergencies. The
best bet is to get the employee to agree to the time frame.
The incentives being offered must be in addition to
what the employee is already entitled to.

A no -suit agreement must make it clear that the
employee is giving up a right to sue in exchange for benefits that the company would not otherwise offer.

effective January 10, 2001. Though the EEOC guidance is
limited to age release situations covered by the ADEA,
employers should review the language in their no -suit
agreements and attempt to conform them to the EEOC
regulations if possible.
As a general matter, a waiver under the ADEA is a legal
agreement between an employer and employee in which
the employee gives up the right to pursue an age discrimination claim against the employer in exchange for something of value, like severance or early- retirement benefits.
For example, during a layoff, an employer might ask that
an employee agree to give up whatever ADEA claims he
or she may have against the employer in order to get severance benefits. Also, it isn't uncommon to lay off senior
personnel and retain younger employees. While an
employer's motivation may be purely economic— senior
employees earn more —the employer could be sued for
age discrimination, which is why employers like to make
use of no -suit agreements.
Under the traditional contract law principle of "tender
back," an individual who believes that a waiver or other
legal agreement is invalid must return —i.e., tender back —
the payment received for the waiver before challenging it
in court. A related principle is "ratification' An individual
who fails to return the payment received for a waiver is
said to have "ratified," or approved of, the waiver.
Ratification prevents an individual from challenging a
defective waiver in court. (A defective waiver is one that
violates the law; e.g., it's coercive, or it discriminates.)
Main points of the EEOC regulation and
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Age bias

how they affect traditional contract law principles

Under the federal Older Workers Benefits Protection Act
( OWBPA), passed in 1990 as an amendment to the Age
Discrimination in Employment Act (ADEA), employers
must follow specific requirements for executing valid
releases and severance agreements, which include waivers
of employee rights under the ADEA. Congress enacted
the waiver provision in order to resolve a debate over
whether employers could ask older workers to waive their
ADEA rights. Understanding that waivers are typically
tied to the receipt of important economic benefits, Congress determined that employers could obtain no -suit
agreements, but, in order to protect workers' rights, it
also imposed requirements with which no -suit agreements would have to comply.
The Equal Employment Opportunity Commission
(EEOC), the federal agency responsible for enforcing the
ADEA, promulgated the new regulations, which became

The contract principles of tender back and ratification
don't apply to Age Discrimination in Employment Act
waivers. The OWBPA governs ADEA waivers, and it takes
precedence over traditional principles of contract law not
included in the statute. Therefore, an older worker may
keep severance or other benefits he /she receives from an
employer, even if he /she challenges the validity of a waiver agreement under the ADEA.
Employers can't sidestep the "no tender back" rule by
using other means to limit an older worker's right to challenge a waiver agreement or by penalizing an older worker
for challenging a waiver agreement. For example, an
employer isn't allowed to require older workers to agree to
pay damages to the employer or pay the employer's attorneys' fees if the employee files suit. An employer may
recover money it paid for a waiver if the older worker successfully challenges the waiver, proves age discrimination,
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and obtains a monetary award. But the
employer's recovery may not exceed the
amount it paid for the waiver in the first
place or the amount of the award if it
is less. An employer may not, on its
own, cancel or avoid the obligation it
undertook, even if the waiver is challenged. For example, an employer is still
obligated to make the retirement or other
payments it agreed to provide to the older
worker, even though the older worker sue
In the Older Workers Benefits Protection Act,
Congress struck a balance between allowing employers
to obtain waivers under specified circumstances and
ensuring that older workers have access to the courts to
protect their rights. That's why a no -suit agreement can
be used by a lawyer as an affirmative defense, but the
burden is on the employer to prove in court that the nosuit agreement is valid. If the employer can prove the nosuit agreement's validity, the older worker's lawsuit will
be dismissed.
In no -suit agreements, the older worker's receipt of
early- retirement, severance pay, or other benefits depends
on the worker agreeing to two things: (1) that he or she
will not bring a lawsuit, and (2) that if a lawsuit is
brought, the older worker will pay damages and attorneys' fees to the employer. An earlier "proposed" version
of the EEOC regulation would have categorically prohibited no -suit agreements under the ADEA.
The final regulation takes a somewhat different
approach, based on public comments to the proposal. It
recognizes that no -suit agreements and similar agreements are, functionally, the same as waivers in that older
workers give up the Age Discrimination in Employment
Act right to sue for age discrimination. As a result, ADEA
no -suit and similar agreements are subject to the requirements and restrictions of the OWBPA just like any other
ADEA waiver provision.
The monetary remedies traditionally associated with
no -suit agreements under common law damages and
attorneys' fees are not allowed under the final EEOC regulation because they are inconsistent with the Older
Workers Benefits Protection Act statutory design. These
remedies would stop older workers from challenging
ADEA waivers in the same way that "tender back" does.
They simply couldn't afford to.
The OWBPA does not permit any arrangement that has
the practical effect of protecting ADEA no -suit agreements
that don't comply with the law. If an older worker success-

y challenges such an agreement, proves
ige discrimination, and obtains a monetary award, a court, in its discretion,
may reduce the older worker's monetary award. But the reduction may not
exceed the amount the employer paid
for the no -suit agreement in the first
place or the amount of the older worker's monetary award if it is less.
For example, if an older worker
red benefits valued at $15,000 in
exchange for a no -suit agreement and obtained
$10,000 in monetary benefits after proving that there
was age discrimination, the court could reduce the
award by up to $10,000. If the older worker obtained
$30,000 in monetary benefits from the lawsuit, the court
could not reduce the award by more than $15,000, the
amount the worker received in exchange for the no -suit
agreement. This rule recognizes that permitting an
employer to recover more money from the older worker
would deter older workers from bringing age discrimination lawsuits.
For the reasons discussed above, this would be inconsistent with the purposes of the law. The regulation says
an employer cannot "abrogate," or avoid, its duties under
an ADEA no -suit agreement, even as to the older worker
who has challenged it. An older worker has an OWBPA
right to have a court determine his or her no -suit agreement's validity. Permitting an employer to stop making
payments due under the agreement would make it very
difficult for older workers to exercise this right.

THEBOTTOMLINE
No -suit agreements work in many instances because most
potential signers can't afford to look a gift horse in the
mouth —even if they have what appears to be a valid discrimination or other claim. Nonetheless, employers
should show discretion and sensitivity when employing
this tactic. Employment law experts counsel employers to
make sure that the enhanced severance package is seen as
an added bonus, not as a payoff. If employees feel that
they are being rewarded for prior service rather than
being bribed to keep quiet, then no -suit agreements will
serve their intended purpose. ■
Milton Zall is a freelance writer who specializes in taxes,
investments, and HRIbusiness issues. He is a Certified Internal Auditor and a Registered Investment Advisor. You can
reach him at miltzall @gis.net.
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Programs That
Talk and Listen
i•Speak from fonix® is a
text -to- speech utility that
reads your files, e-mail,
information in Notepad,
or any text file in a natural sounding voice. You can
save iSpeak files in MP3
or Wav formats so you can
take them with you loaded
onto a portable player.
The program is designed
for commuters,
researchers, students, and
information workers, as
well as the learning disabled and visually
impaired. The selected
text is read aloud with
inflections, intonations,
pauses, and changes in
emphasis for a lifelike
sound. You can choose a
male or female voice;
change the pitch, volume,
and speed of the voice; and
add specialized words to
the dictionary. The e-mail
parsing feature lets users
listen to the e-mail in
their Microsoft Outlook
2000 in -box while doing
other tasks. Circle No. 49
www.fonix.com

f oni x i .Speak
text reader
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Dragon
NaturallySpeaking 6

Dragon NaturallySpeaking 6 Professional is the
latest version of the
award - winning speech recognition program from
Lernout & Hauspie. NaturallySpeaking lets you dictate memos, reports, and
letters; enter data on
spreadsheets; fill out
forms; send e-mail; work
on the Web —all with a
speech interface. The program also has a text -tospeech function that will
read documents and
e -mail out loud to you. It
integrates with Microsoft
Office, Corel WordPerfect,
and Lotus Notes and
works with virtually all
Windows -based applications. You can dictate up
to 160 words per minute,
and the program has a
vocabulary of more than
250,000 standard and
business terms. You can
add new terms and create
or import custom vocabularies. Custom - designed
voice commands can be
set up as macros for creating documents, inserting
boilerplate text, launching
applications, filling in
forms, or performing
complex tasks with a sin2002

gle spoken word or
phrase. Version 6 has a
number of new features.
NBS''''' (Nothing But
Speech) is a tool that filters out stray sounds that
occur during dictation
such as "umms" and "ahs"
so these sounds aren't
entered as words. There
are new modes for
spelling, numbers, commands only, and dictation
only, which increase accuracy when doing a specific
task by voice. The
Acoustic Optimizer is a
tool that lets the system
process and learn from all
the data it has collected
over time. You can add
contact names to the
vocabulary from Lotus
Notes and Outlook
address books. The program also now scans sent
e -mail so it can learn the
words that you like to use
and the way you use them.
On the Internet you can
navigate by voice in Internet Explorer, and you can
move the mouse cursor
with spoken commands.
Circle No. 50
www.lhsl.com

Personal Information
Management (PIM) tools
such as contact databases
and appointment calendars, as well as hear a -mails
and appointments read
out loud with L &H's high quality text -to- speech
technology. You have

direct access to information using voice and automatic spoken reminders
of upcoming meetings
and dates even while
simultaneously working
on other items. The commands are as simple as
"Next Appointment;'
"Read e- mail," or "Start
Internet Explorer." The
L &H PDSay application is
available as a download at
the L &H website
www.LHSL.com/12dsa
a Comverse Company, has a voice -based
verification solution that
identifies an individual by

matching his or her voice
against a stored copy of
his /her voice print.
Orpheus 2.0 Speaker Veri-

fication Platform provides
security for call centers,
e- commerce, and other
remote service providers

PDsayi� r

who need to verify the
identity of a customer
over the phone. It's a software platform that oper-

Lernout & Hauspie's

ates in real time to

L &HTb1P D s a y T
' i s fo r

compare the digitized

Pocket PC users, and it

voice of the caller with a

provides hands -free, eyes -

voice signature that was

free access to Pocket PCs.
With spoken commands

created from a prerecorded voice sample.

you can navigate through

There are two modes pos-

M

Per!50 W

ty mpany

M

TheSongofthe
Turtle I Michael Castelluccio, Editor
�f

c use

■�IN�THE�WORLD�OF�COMPUTER�DEVELOPMENT,�there
are tortoises and hares. Innovations like CD storage
and instant messaging accelerate rapidly once they get
their feet on the ground. The Internet itself dawned like
the sun once computers had modems installed by the

Per Say' s O r pheus 2. 0 speaker ver i f i cat i on

manufacturers and Netscape offered its browser. But
then there are the tortoises.

sible: free speech mode

Topics covered include

and vocal password mode.

making the most of rebate

What's Taking So Long?

Free speech is used in sit-

checks or tax credits,

There is a development that will add a whole new

uations involving human -

lower marginal rates,

human�dimension�to�computing�—voice�recognition.�The

to -human conversations.

increased child tax credit,

research is decades old, but progress has been

It compares the voice

and increased alternative

painfully slow. And why is it taking so long to teach our

sample to a verification

minimum tax exemption.

computers to speak? Probably for some of the same

formula and is appropri-

Deductions covered

ate for call centers, calling

include home office, new
college tuition, Roth IRAs,

reasons it took us so long to learn. I don't mean the
few years it took us as individuals to learn, rather how

cards, confirming expensive cellular calls, and so
on. The vocal password
mode performs verification with a short vocal
password. The caller
speaks to a machine IVR

long it took us as a race of thinking beings to figure it

tuition tax credits, family

out. Add to that the curious notion that we don't fully

gift and estate tax savings

understand how we learn to speak yet we are able to

plans, IRA deductions,

teach the new members of the group how to do it.

tax -free home sales, med-

Teaching computers to understand speech and to

ical expense deductions,

talk so we understand them require massive computing

filing options for married

power. Getting the speech algorithms off the main-

(interactive voice

couples, and education

frames and onto PCs has had to wait for sufficiently

response) and is asked to

savings plans. The nearly

powerful PCs. Now we're looking at applications to allow

say a short, familiar

800 pages are fully

our PDAs to listen to us, but still the progress is plod-

phrase such as their name.

indexed, and the explana-

ding compared to other areas of computer innovation.

Banks, ISPs, and other

tory text is illustrated with

e- commerce institutions

examples throughout.

definite signs that progress is being made. Before we

are using the PerSay solu-

Circle No. 52

look at some of the advances, it might be appropriate

tion, but the application

www� klasser.com

for a quick review of the landscape, dotted, as it

At a recent SpeechTek Expo in New York, there were

need not be commercial.

always is in computerland, with acronyms, some of

Circle No. 51

them new. There is ASR (automatic speech recogni-

www.persay.com
John Wiley & Sons, Inc.
has just released its J.K.

tion), which allows a machine to understand you when

YOUR

INCOME

you speak to it. Understand insofar as it is able to
transcribe your speaking into writing (see the Dragon
Naturally Speaking product on p. 58). The reverse

Lasser's Your Income Tax

process is TTS (text to speech), where the computer

2002. The 2002 edition

reads�text�out�loud�to�you�(see�i�•�Speak,�also�on

has expanded coverage of
the Economic Growth and
Tax Relief Reconciliation
Act of 2001, along with
other changes for 2001.

p. 58). Interactive Voice Response (IVR) is a telephone

M
O
W
F_
w t ar s w

'

rww"
.� ..w..

technology that uses a touch -tone phone to allow
human interaction with a directory or database system.
continued on next page

W iley's lat es t Las s er
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continued from p. 59
With voice authentication, the Corr
puter listens to you speak, match(
your voice against a stored voice
sample, and then makes a judgm(
about who you really are. A bank
might use this voiceprint method as a

computer voice still had that elec-

way of permitting access to accounts

tronic honking sound at the beginning

expo was the international presence.

over the phone (see PerSay, p. 58).

of words and phrases —not a good

There are significant centers of

And, finally, there is Voice eXtensible

omen. It looked like another year with

research in universities, in telecom-

Markup Language (VXML or

that same annoying nasal voice read-

munications companies, and in com-

VoiceXML) that allows a user to inter-

ing back text and answering customer

puter companies like IBM here in

act with the Internet using a voice

questions.

America, but some of the most impor-

browser or a telephone.

But things turned out differently. A

A second encouraging sign at the

tant sites are elsewhere in the world

number of vendors had invested

in places such as Belgium and Scot-

Good Signs

serious time and research dollars

land. Many of those countries were

At the Expo, a first sign of improve-

trying to create human - sounding

represented at SpeechTek. In fact,

ment was in the quality of machine

voice synthesizers. Some of the

within the first hour of walking the

voices. It was not immediately appar-

products, many in the customer rela-

floor, I spoke with representatives

ent, though, because as you walked

tion arena (CRM), seem to have the

from Brussels, Tel Aviv, St. Peters-

out of the keynote address, you

problem about three - quarters solved.

burg, and Glasgow, as well as those

immediately came upon a vendor dis-

Realistic synthesized male and

from AT &T, SpeechWorks, and Nuance

play in full demo mode. The amplified

female voices are now available, and

from here in the States. If there is

a number of the companies have

any area of computer research that

researched human listening psychol-

should avoid the parochialisms

ogy to produce voices that appeal to

inevitable when development takes

other senses besides just the audi-

place within the vacuum of a single

tory. For instance, AT &T Labs has a

culture, it is speech. Numbers and
text -to- speech product called Natural I the 0 and 1 switches may be univer-

Voices that is used by the Center -

sally understood, but the words in the

post Corporation to send out auto-

simple phrase "to be" are not.

mated voice alerts in travel
situations. Leo McCusker from AT &T

significant than other developments,

says, "Natural Voices is ideal for
voice alerts because it not only

has been the establishment of VXML,
a standard coding language for

sounds human, but Centerpost will

enabling speech interactivity on the

be able to inject tones, like author-

Internet. Literally a translator that sits

ity, clarity, and calm, which are

between the content on the Internet

needed in urgent situations."

and the caller (us), its development

The variety of voices has an
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could be crucial to the future of the

expanded palette. Rhetorical Systems

greatest knowledge base and form of

has rVoice, a TTS system that was

communication yet —the Internet.

launched with six different dialects

Circle No. 18

Not as showy, but probably more

All in all, the SpeechTek 2001

from Seattle -born American to tailored

show was very encouraging. The tor-

BBC English. The Scottish company

toise has definitely covered substan-

can further modify rVoice with other

tial ground in the past year, enough

accents and dialects. The current

so that the song of the turtle may be

voices presented at the show

heard throughout the land sooner

sounded very good.

rather than later. ■

XBRL

Neal Hannon, Editor

XBRL Makes Progress Worldwide
XBRL IS PICKING UP MOMENTUM ALL OVER

bryant .edu /- xbrl /V2documentation.zil2. Specification

the world, with several key developments taking place in

documentation is available at http: / /web.bryant.edu/

the last few months. Here are some:

- xbrl /XBRLV2draft.doc.

The Australian Prudential Regulation Authority (APRA) has
adopted XBRL. Here's an excerpt from its website

Edgar Online creates XBRL repository. Edgar Online, Inc.
(www.edgar- online.com) has created a repository of U.S.

(http: / /www.al2ra.gov.au /Statistics /XBRL.cfrn):

corporate financial statements converted to XBRL. The

"XBRL is an emerging standard for exchange of infor-

website, called XBRL Express, is located at http: / /stage.

mation contained in financial statements and other

edgar-online.com/dev/xbrl/. There you can find 80 sets of

accounting disclosures. XBRL is ideally placed to enhance

company reports that you can read as XBRL documents.

the transfer of data between financial institutions and

Look under Raw XBRL Files. Here's a sample format:

prudential regulators. APRA is preparing a range of special definition documents, or taxonomies, that will comply with the standards set down by XBRL.ORG, the
governing body."
APRA wants to simplify a massive data exchange problem by adopting the use of an industry standard method
for markup and exchange. XBRL enables APRA to receive
financial data in a consistent format that is immediately
available for analysis. The organization also intends to create a database to permit users to query the database of standard filings, substantially increasing the access to financial

F .Minpany Name

B

1' Industry

Phat

r

i

s

'

ED G A R F i li n g — T ext _
Company Taxonomy

XSD

Balance Sheet —Text

BLA

BalanceSheet -XBRL 41111111111111111111111

BALAN

Cash Flow Statement —Text

C A S H I

Cash Flow State ment— XBRL4M

CASH-XML

�

Income Statement —Text
Income Statemen
Source of XBRL Data: university of Kansas /XBRL Solt tions, Inc.

information in the banking and insurance industries.
Reuters is the first European company to post financial
XBRL Specification 2.0 is released. Features include

statements on the Web in XBRL. From a Reuters press

enhanced use of XML Schema, Mink, and other W3C

release dated October 30, 2001:

enablers of the XML language for increased compatibility

"London—�Reuters,�the�information,�news,�and�tech-

across all XML languages. According to one of the specifi-

nology group, has become the first publicly listed compa-

cation's primary authors, David vun Kannon, "We believe

ny in Europe to release its financial results on the Internet

it (the XBRL specification) is stable and `feature com-

using a prototype of a new XML standard, eXtensible

plete' and that it will be a solid basis for the growth and

Business Reporting Language (XBRL), to publish its third

adoption of XBRL."

quarter 2001 trading statement."

The specification is posted to the Bryant College XBRL
Educational Resource Center, located at htt : web.

David Grigson, Reuters chief financial officer, said,
"XML is key to distributing information in the Internet
January

2002
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age, and the developing XBRL stan-

include such companies as Hitachi

U.S. government agencies are pursu-

dard will greatly increase the power

System & Services, Ltd., FUJITSU

ing ways to use XML /XBRL. Several

of financial reporting. Reuters is

LTD., and the NEC Corporation.

U.S. government agencies have con-

committed to using open standards

XBRL Singapore recently held sev-

technology, and we are delighted to

eral meetings leading to the develop-

gathering and analyzing financial

be leading the deployment of XBRL

ment of a soon- to -be- announced

information. Look for public beta

in this way."

Singapore taxonomy.

tests of XBRL government tax-

XBRL Germany includes some of

tinued to pursue XBRL solutions for

onomies in the first half of 2002. ■

XBRL jurisdictions are growing

the largest German companies such

stronger. At the October 2001 XBRL

as Deutsche Bundesbank, SAP AG,

Neal Hannon has been writing and giv-

international meeting in Sydney, CPA

and Software AG. The Germany

ing seminars about the Internet since

Australia and the Institute of Char-

XBRL taxonomy is in public beta

1996. He developed IMAs Internet

tered Accountants in Australia, also a

testing.

member of the XBRL.org Consor-

Essentials of Financial Professionals, de-

XBRL South Africa held an organ-

livered over 50 times nationwide. He is

tium, agreed to form a broad -based

izing meeting in December, which

steering group in Australia that will

was attended by the South African

nology Committee, co -chair of XBRI,.-

use the recently completed Interna-

affiliates of Deloitte & Touche, Price -

org's education committee, and is the

tional Accounting Standards Board

waterhouseCoopers, KPMG, Syspro,

IMA's voting representative to XBRL.org.

(IASB) XBRL taxonomy.

FRx, and ACCPAC. An agreement

Co-founder of the XBRL Educational

was forged to create an XBRL taxon-

Resource Center at Bryant College, Neal

XBRL Japan ( httl2://www.xbrljapan.

the chair of the IMA's Information Tech-

pr ) welcomed its 29th member in

omy for the international and South

has authored three books and numerous

October. Additional users in Japan

African markets.

articles for business magazines.

I

Cost Management Group

M1 [01

Controllers Council
Small- Business Council

You need to stay on top of change, continue to
learn, and build contacts in the field, all in the face
of ever - diminishing spare time. With that in mind,
the Member Interest Groups (MIGs) offer you
convenient networking opportunities as well as
current, concise information on cutting -edge topics.
. , -

\ , _

(I

I

-

As a MIG member, you'll receive:
•Specialized MIG Newsletters 10 times per year
to keep you informed about the latest issues
affecting your lob, your company and your career.
• Access to the MIGs Online Membership Directory enabling you to locate and connect with people who possess a firsthand knowledge of your
field.
• MIG E -Mail Exchanges, where getting answers to

www.imanet.org
1- 800 -638 -4427
e -mail: migs @imanet.org
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Risks Only the U.S. Government Can Insure
> BEFORE THE SEPTE aER 11

But insurance compa-

and unpredictable that

But an act of terrorism

massacres, property and

nies are pioneers in risk

insurers even a syndi-

is different from an

casualty insurance com-

ma na ge me nt . Th ey've

cate of them —do not

panies readily wrote poli-

have the financial ca-

cies against losses from

been assessing risk and
pricing premiums ac-

ea r t hq u a k e a n d n ot
only because one is

pacity to cover?

man -mad e and t he oth-

terrorist attacks. But the

cordingly long before the

9 -11 attacks dealt a fi-

capital markets helped

nancial blow so severe to

spark a revolution in risk

natural disasters. In both

not uncertainty, which

insurance companies

ma na ge me nt i n th e

cases, incidents occur in-

ca n n ot b e me a s ur e d .

that many said they'd re-

1980s and 1990s. Since

frequently but can be ex-

Unable to measure the

new commercial policies

then, the science of trans-

tremely costly when they

risk of terrorism, the in-

at calendar year -end

ferring risk has evolved

do. In both cases, it's

surance industry argues,

only if losses caused by

in elaborate ways. To-

tough to estimate the

it cannot insure it. "Poli-

terrorism were excluded.

day, rare is a risk the pri-

probability and cost of

cies for acts of terrorism

The industry would cover
the $50 billion to $70 bil-

vate sector alone can't

an incident in any one

are impossible to price

hedge, spread out, rein-

place. And in both cases,

and therefore impossible

lion of claims for Septem-

sure, or trade with a

government is uniquely

to write," industry execu-

ber 11 but none from ter-

counter party.

capable of spreading risk

tives wrote President

rorism thereafter.
Without insurance

Insuring acts of terrorism is similar to insuring

Rogue warfare may

er natural. Insurance
covers quantifiable risk,

W

across the entire popula-

not be a risk the insur-

tion and across time by

r

L
A
LA

against terrorist acts,

ance industry can han-

borrowing today and col-

banks would hesitate to

dle alone. It presents a

lecting taxes from a later

make loans to compa-

unique challenge for

generation to repay

nies for an array of new

insurers—and the reinsur-

the debt.

projects from real estate

ance companies that

and construction to retail

back them:

and manufactu ring. In

How do you

other words, a large

protect

swath of the credit mar-

against

ket would shrivel, further

possible fu-

W

ture claims that

recession.

can be so large

"

0

s

crippling an economy in

Z
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Bush in October.
Federal Reserve Chair-

tiori s plan tried to strike a

surers would cover 20%

alty claims. Instead, law-

balance betwee n help-

ma n Al a n Gre e n sp a n

ing insurers cover future

and the government 80%
of the first $20 billion of

dustry to cover initial

agreed. "Even though I

da mage s a nd th e a d -

claims from terrorism

losses and the govern-

recognize that there are

ministration's preference

events in the U.S., with

ment to serve as "back-

very significant difficul-

for a permanent market -

the gover nmen t pa yi ng

stop.” For example, the

ties in reconciling free

House bill, which passed

makers wanted the in-

based fix. "We believe

90% of the next $80 bil-

mark ets an d gove rn-

that over time the private

lion— limiting the indus-

that chamber's Financial

ment reinsurance, in this

sector will be able to ex-

try's exposure to $12 bil-

Services Committee in

very unusual circum-

pand its coverage," an

lion on the first $100 bil-

early November, limited

sta nce th ey ar e in de ed

administration official

lion in damages.

compatible," Greenspan

said. "So we would like

Yet members of Con-

insurers' liability to the
first $1 billion in damages from a terrorist at-

said in testimony before

the government's role to

gress balked because the

members of Congress in

be temporary and to re-

proposal would require

tack, after which the

mid - October. The Bush

cede as this develops."

huge taxpayer - financed
guarantees on the first

gover n me n t woul d p a y
for 90% up to $20 billion.

prop ose d a pla n t hat

ers would pay an in-

dollar of losses next year

The coverage would last

would help insurance

creasing share of poten-

to a financially healthy

one year, with an option

companies cover future

tial terrorism damages for

industry —but one that

to extend for two addi-

terrorist attacks from

three years, but their lia-

has only about $300 bil-

tional years, but insurers

bility would be capped.

lion in available capital

would have t o repa y the

For example, in 2002, in-

for all property and casu-

subsidy. Meanwhile, the

administration agreed. It

2002 through 2004.
The Bush administra-

Under the plan, insur-

Senate was considering
legislation lasting one to

so Buslnes, M
A

.j
Buslness

three years that would
7

a0

require insurers to pay
the first $10 billion in
claims, above which

Earn the Ce rti ficate in Busi ness Manage ment and t he Cert ifie d Business Manage r (CBM)
Designat ion eit he r by taking the t wo-part e xami nati on or t hrough t he Grandfat he r Cl ause .
A business professional who is both a specialist in a chosen field and a generalist across a broad
range of additional business disciplines is extremely valuable to an organization in today's
business world.The generalist can communicate comfortably and negotiate competently with
his /her team as well as within the global network.The cross - functional knowledge obtained
from the CBM program will make you and effective team player and business manager.
The CBM designation was created by Mr. S. Rao Vallabhaneni, who is an educator, author,
publisher and practioner in the business field.The CBM credential broadens your knowledge,
enhances your understanding, and thus equips you to take on greater challenges to pursue a
wider range of career opportunities and to increase your earning potential.The CBM designation
is the only generalist certification in the business field.

the government would
pay 90 %.
But by the Thanksgiving recess, final legislation was stalled in Congress. With insurers
warning thousands of
companies that their policies would be cancelled

If you already have a professional certificate in a business specialty, you may acquire a
generalist certificate, the CBM, for a limited time, through the Grandfather Clause. After
the Grandfather Clause time expires, you will be required to take a two-part examination to
earn the CBM.
Individuals working in several business specialties and who have earned certain specialty
certifications are eligible to apply for the CBM designation under the Grandfather Clause.To see
if you qualify, and for details on how to apply, please visit our web site: www.cbmexam.com or
call us at 323 - 936 -6757.

6

10

Helping Business Specialists Become Business Gen eral ists
Associa tion of Professiona ls in Business Mana gement, Inc.

4929 W ilshire Blvd • Suite 930 • Los Angeles, CA 90010 -3825 • USA
ASSO C , A „ „ H Of
rRoresSlor,AlspIF: 323- 936 - 6757/6171 • www.cbmexam.com • Email: info @cbmexam.c om

by year-end if Congress
remai ned d eadlocked,
lawmakers vowed to finalize federal terrorism
insurance immediately
after the break.
With a federal backstop in place, risk would
have a limit, and insurers
could back their way

Circle No. 29
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CPE

AMA is registered with the National
Association of State Boards of
Accountancy (NASBA) as a sponsor
of continuing professional educa-

tion on the National Registry of CPE
Sponsors. State boards of accountancy have final authority on the acceptance of individual courses for CPE credit. Complaints regarding
registered sponsors may be addressed to the National
Registry of CPE Sponsors, 150 Fourth Avenue North,
Nashville, TN, 37219 -2417. Telephone: 615.880.4200.
Web site: www.nasba.org. The North Carolina State
s r o ri s o Rs

Board of CPA Examiners does not accept CPE credit
for reading Strategic Finance and taking a self -study
quiz. IMA Sponsor Numbers: Illinois 158- 000574,
NASBA 103004, New York 000349, Texas 00028.
Qualified sponsors of CPE for individuals enrolled to
practice before the IRS (enrolled agents.)

3 C P E Cr edi ts
How to Participate
1 . Complete the quiz order form below.
2. Circle your answer for each quiz question on the next page.
All questions asked in this quiz comply with NASBA.
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Circle your answers
Cash Flow Management in a
Leveraged Environment (p. 30)
1. According to the article, everyone in a highly leveraged firm must develop a mindset focusing on:
A. Operating income.
S. Weighted average cost of capital.
C. Cash flow.
2. The sales and credit departments should have an
"ownership stake" in which of the following:
A. Cost of sales.
B. Responsible receivables management.
C. Capital expenditures.
3. The most useful cash forecasts for managers in a
highly leveraged firm do not include which of the
following:
A. Daily cash forecasts. B. Weekly cash forecasts.
C. Short term cash forecasts.
4. Which cash projection report is especially useful for
managing seasonality issues?
A. Annual B. Short term C. Weekly
S.

The benefits of cash projections are:
A. Meaningful review and analysis.
B. Determining timing of capital flows.
C. All of the above.
New Geopolitics Spotlights
Political Risk Management (p.38)

6. According to the article, whom should a company
borrow money from when considering investing in an
unstable or high risk country because it is "politically
expedient ?"
A. Local Government B. Local banks
C. U.S. banks
7

According to the article, "Political risk is country specific, and therefore is idiosyncratic to specific countries.,
The only exception, according to Tom Copland is:
A. During a recession B. During a World War
C. During times of low inflation

8

Economic risk assessment scores are based on:
A. Political risk
B. Objective analysis of quantitative data
C. Subjective staff analysis of available info

9. According to Peter Schwartz, Scenario Planning
presents:
A. Explanations of past trends
B. Explanations of future trends
C. Alternative images of trends using a qualitative
perspective

10. According to the article, because corruption is no different from terrorism or lawlessness, they are part of
the political hazards that cause losses. True False
Putting Strategy into the
Balanced Scorecard (p.44)
11. Which of the following is not considered a benefit to
Dell why they sell directly to its consumers:
A. Sales trends
B. Detaching Dell from end consumers
C. Learning unmet customer needs
12. According to this article, Bain & Co. suggests that
50% of the Fortune 1000 use the balanced scorecard.
What percent of larger companies in Europe use the
same:
A. 35% —40%
B. 40% — 45% C. 65% — 70%
13. According to this article, a segmented organizational
structure enables managers to get intimately
acquainted with customer's needs within a business
segment. True False
14. Michael Dell says his most important leadership
responsibility is looking for
in his company:
A. Brand image
B. Talented executives
C. Value shift in his customer base
15. According to this article, if you talk to a balanced
scorecard consultant, you'll find that the most important step in creating a balanced scorecard is defining
your strategy. True False
Protecting Information on
Laptops, PDAS, and Cell Phones (p.24)
16. According to this article, while threats posed by
hackers on the Internet are similar, there are risks
that are unique to laptop and other portable
electronic devices.
True False
17. The feature of allowing a user to store their log -on ID
and password so they don't have to type them in each
time they dial in, does notgive outsider access to their
mail.
True
False
18. Web browsers and associated cookies can also be set
to record log -on ID password. True False
19. According to this article, data cannot be extracted
from the hard drive of a stolen lap top. True False
20. Locking out users after several failed password
attempts in a specific period of time reduces the
possibilities of an unauthorized access to the
system. True False

I have read the articles in Strategic Finance upon which the questions are based and have personally prepared the
answers without the assistance of any other person. Signature
Date
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finding new ways to improve people's lives." Again, we see similar patterns to the other consumer goods
companies, with Kimberly -Clark
finding and targeting the essential
personal and healthcare needs that
other companies and products have
left unmet. For example, 70% of
consumers cite softness as the top
reason to buy a particular tissue paper. The company has monitored the
aging populace and the growing
need to have solutions for an all -tootaboo subject of adult incontinence.
Kimberly -Clark has also followed
the needs of toddlers as they transition from diapers to underwear. The
company knows that the better it
understands customers' needs, the
better it can understand the problems that have gone unsolved.
Yet what have these companies
done with customer intelligence that
has reaped premium levels of financial performance?

ucts. "Innovation is Gillette" is the
mantra of the company and the first
message you'll see on its website.
Even during tough economies, the
company goes out of its way to state
that new product launches will not
be held back. The focus isn't simply
on new products, but on new products that answer needs uniquely.
This allows for less pricing pressure
and higher margins.
Wave after wave of new product
launches have transformed Kimberly Clark from a forestry company to a
major consumer products competitor. Answering the major consumer
needs it tracks, the company successfully launched and grew a Kleenex
Ultra tissue product line to answer
the softness preference. Sales and
market share increased dramatically.
Similarly, Depend, Huggies, and other
Kimberly -Clark products have been
innovated to match the customer intelligence the company has captured.
The financial results speak volumes.

Intelligence Goes Hand in -Hand with Innovation

Customer Knowledge
Must Come First

Each of these great companies has
aggressively innovated its product
lines to meet the needs of consumers. Further, the companies have
made product innovation and delivery a cornerstone of their business
strategies.
The percentage of Colgate's revenues that have come from new
products has risen from 25% to 38%
over the last five years with significant
new product launches every year.
Colgate utilizes regional new product
innovation centers to make the best
use of customer intelligence and convert it to new, high - growth products.
Does the following statistic look
familiar? Gillette has shown a track
record with multiple years of 40% of
revenues coming from new prod-

Companies must have systems in
place for collecting, researching, and
understanding what their customers'
needs are and then innovating aggressively to determine how they can
be fulfilled. Time and again we hear
of management and employees who
are out of touch with customers'
needs. Even when that knowledge
does exist, the organization may lack
the process (or the will) for systematically driving that knowledge into execution. Pricing pressure, commoditized goods and services, and
declining margins signal the flawed
operating performance.
The popularity of customer relationship management (CRM) system
installations has grown, but this
alone falls short of doing what great
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companies do so well. Organizations
must have a concerted customer
strategy effort backed by digital and
traditional systems for better understanding the customer. This combination must convert customer intelligence into actionable steps toward
fulfillment of unmet customer
needs. It's not enough to closely
monitor the company's customer
touchpoints. How does a customer
behave outside of the company's
customer touchpoints? How will
these change tomorrow?
Take action on this understanding, inculcate the actions into your
company's execution systems, and
realize superior financial results.
Knowing how to look at customer
information with the right organization skills and analytics is critical in
turning the information being collected into actionable intelligence.
The formula for financial success
doesn't require rocket science, but it
does require intelligence. Begin with
customer intelligence. ■
Joel Litman is a principal with
DiamondCluster International, a
global business strategy and technology consulting firm, where he assists
clients in the design and development
of Return - Driven Strategies and in
Strategic Valuation and Performance
Measurement.
Brent Lohrmann is a senior partner
with DiamondCluster International, a
global business strategy and technology consulting firm. Brent is experienced in the strategy and implementation of Customer Relationship
Management systems and co -leads the
Consumer Packaged Goods services
group at DiamondCluster.
Feel free to send comments on this article to ioel.litman @diamondcluster.com.
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LEADERSfilP
Leadership. Many have claimed it. One has achieved it.
Robert Half is the leader in specialized financial recruiting, with offices worldwide.

Financial Analyst
Premier financial firm has a Financial Analyst opening due to
expansion. Position will prepare and analyze pricing models,
develop and maintain pricing policies and work with sales to
maximize product profitability. Qualified candidate will have 3+
years' experience, an accounting or finance degree and very
strong analytical skills. Cost accounting experience a plus.
Salary to $48K.

Financial Business Analyst
Small investment company has a Financial Business Analyst
opening for a detail- oriented individual to assist portfolio managers with credit analysis and monitoring functions. Highly visible position reports to senior management, interacts with Wall
Street brokers /banks and requires significant analytical and PC
skills. Candidate should also have excellent organizational skills,
detail orientation and strong work ethic. Must have an accounting or finance degree, and CFM or CMA is preferred.
Salary to $70K.

Tax Director
International energy product corporation seeks a Tax Director.
Position is very hands -on and will be responsible for all state and
federal tax filings as well as returns. Responsibilities include handling all aspects of state licensing, annual reports and other governmental reporting at the federal and state level. In addition to
monthly /quarterly tax return filings, this position will provide
guidance to senior -level management regarding potential tax
ramifications of trading activities. Highly dedicated individual
must have 8+ years' experience in taxation and an accounting or
finance degree; CPA or MBA is preferred. Salary to $100K.

Controller
Rapidly expanding holding company is seeking a Controller.
General responsibilities include the management and coordination of all accounting, reporting, financial analysis, cash flow
forecasting, billing, accounts receivable /payable and credit and
collections. Position requires an accounting degree, 5+ years'
accounting experience, excellent oral and written communication
skills, and supervisory experience. CPA is a plus. Must be
willing to travel and be a multi- tasking, flexible individual.
Salary to $67K.

Controller
Large manufacturer is searching for a hands -on individual to fill
a Controller position. The ideal candidate will be a CPA or
CMA and will have very strong communication skills, broad
exposure to standard cost and extensive knowledge of SAP or JD
Edwards. Salary and benefits to $75K.

Accounting Manager
Established manufacturing company is seeking an Accounting
Manager to join their team. Position will be responsible for
month -end close, cost accounting and the supervision of five
staff accountants. Ideal candidate will be degreed in accounting
or finance and have several years' work experience in a corporate
accounting environment. Supervisory experience, some cost
accounting exposure and strong systems ability required. Salary
to $70K.

Controller
International company seeks a Controller to join a dynamic,
experienced international team. Position will be responsible
for maintaining the general ledger, including reviewing
department input and maintaining charts of the company's
accounts. Responsibilities also include supervision of accounts
payable, liaison with IT, liaison with other locations, semimonthly payroll processing with ADP and semi - monthly
reporting of 401(k). Candidate must be able to fulfill
accounting policies and procedure according to GAAP. A
bachelor's degree in accounting or finance is required; CPA a
plus. Salary to $75K.

Corporate Controller
Rapidly growing entertainment conglomerate is seeking a
Corporate Controller to assist the CFO in overseeing the centralized accounting and finance operations for over 30 separate
entities. Responsibilities include supervising A/R, AM P /R,
month -end closing process, all financial reporting, budgeting
process and consolidations. Individual must be degreed and have
strong GAAP knowledge and financial reporting experience, plus
at least 6 years of accounting experience and 2 years of controller
experience. Ideal candidate must be assertive, personable, and
have the ability to interact with all personality types. CPA status,
system conversion /implementation, JD Edwards and business
unit experience are all pluses. This exciting, high - profile organization offers a generous and competitive compensation and
benefits package. Salary to $100K.

Corporate Controller
Publicly held technology firm is seeking a Corporate Controller
for their headquarters. Position will be responsible for all facets
of financial reporting: budgeting /forecasting, treasury, external
GAAP reporting, and payroll /credit /collections. Reporting
directly to the Chief Financial Officer, the Corporate Controller
will have approximately three direct reports and 10+ indirect
employees. CPA or CMA certification required. Previous
financial reporting (SEC) and audit experience preferred.
International experience is a nice complement. Salary to $115K.

ontroller

Branch Controller

High - profile retail company seeks an experienced Controller to
manage the Accounting and Finance Department. Ideal candidate will have the following experience and skills: ability to manage and mentor staff of 10 -12 people; previous retail or mail order company experience; 10+ years' total experience, with
3+ years as a Controller; Big Five experience; passion for travel
or travel industry. Salary $11 OK - $130K.

director ofFinance

Non - profit research and education center has an exceptional
Director of Finance opportunity for a motivated and innovative
self - starter. Responsibilities include, but are not limited to, the
supervision of 5 -6 staff, preparation of financial statements,
month -end closing process, project billings and budgets, as well
as maintaining the fixed assets database and inventory. Other
duties will also include overseeing the posting of journal entries
and the reconciling of bank accounts and general ledger
accounts. Position requires a self - directed professional with a
BA/BS in accounting or finance, 5+ years of experience and
knowledge of accounting principles as applied to not - for - profit
organizations. Proficiency in word processing and spreadsheet
applications, as well as general ledger systems, is essential. Strong
organizational, analytical and written /verbal communication
skills are needed. A background in non - profit, contracts or grants
is preferred; experience at a research institution or university a
plus. Experience with OMB Circulars A -122 & A -133 is also a
plus. Salary $80 -$90K.

-inancical Controller

High -tech manufacturing & logistics company is seeking a qualified candidate for the position of Branch Controller. Position is
responsible for the management, direction and operation of the
Finance Department. Candidate must have experience in manufacturing, inventory control, and purchasing. Requirements
include executive experience in a growing company, solid comprehension of GAAP (knowledge of IAS is a plus), strategic planning experience and cash management /treasury. This is a hands on position and requires a self - starter who can combine being an
individual contributor, team leader and a member of the senior
management team. Bachelor's degree in accounting or finance
required plus 5 -7+ years' experience at the Controller level or
equivalent, with 3 -5+ years' experience in a manufacturing/logistics environment. Ideal candidate will be well- versed in computer -based accounting systems and MS Office skills (Excel a must),
and will have excellent written & verbal communication skills
and the ability to multi -task in a fast -paced environment. Salary
from $60K -$90K DOE.

Controller
Insurance broker /dealer company is seeking an experienced
Controller for its P &C and Non- Standard Automotive
Divisions. Entrepreneurial personality required to take on
responsibilities which include financial reporting and managing
the accounting staff. Degree in Accounting or Finance required,
plus 7+ years' experience in the insurance field with at least 5
years in a supervisory role. Salary to $85K.

Financial Analyst Manager

International manufacturing company has a great opportunity
for a plant Financial Controller. Responsibilities include cash
management, A/P and A/R management, financial planning,
budget, audit, internal controls, cost measures and efficiencies.
Position will have approximately four direct reports. A BS degree
in Accounting /Finance with 6+ years' experience is required,
with 4+ years in a manufacturing environment. CPA or CMA
preferred, but not required. Salary to $60K.

>enior Accountant
International manufacturing company seeks experienced
Oracle /Hyperion professional for its Latin American division.
Position will assist with monthly analysis of actual versus plan
and forecast results and prepare monthly reporting package.
Excellent analytical, verbal and written communications skills
along with general ledger & accounting experience required.
Strong PC skills including Excel, Access, Hyperion, Oracle and
Word a must. Minimum 5 years' experience. Salary to $65K.

Manufacturing company seeks a Financial Analyst Manager.
Position is responsible for providing leadership in the development and enhancement of project management processes and
capabilities, such as the integration of business needs with SAP
processes and coordination of the activities of the different
departments in the project management system. Responsibilities include preparing project margin analysis, improving
processes and systems to improve financial performance, leading regular financial and status reviews on all projects with
departments and individual project manager. Will also be
responsible for budgeting, forecasting and the financial planning activities for the project management group. Bachelor's
degree in Accounting or Finance with minimum 5 -7 years'
experience and excellent PC skills with demonstrated in -depth
Microsoft Excel background required. Experience with SAP or
relational database software and public accounting audit or
equivalent preferred. CPA or CMA preferred, but not required.
Salary to $65K.

Call now for a FREE copy of the Robert Half 2002 Salary Guide!
For more information on these and other professional opportunities, call Robert Halfat 800.474.4253
to be connected directly with your local office, or visit our website at www roberthalfcom.
A Robert Half International Company
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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

Powerful computer -based CMA/
CFM Review builds study sessions
based on user's individual strengths
and weaknesses. Available by Part.
Software works efficiently in tandem
with included textbooks. Comes
with Pass Guarantee.
(800) 272 -PASS
www.micromash.net

Institutional Asset Management
Advisor — Requires Bachelor's degree
in Finance, Bus. Admin. or Economics (or foreign educ. deemed equivalent) & 2 years exp. in the job offered
or 2 years exp. in marketing of institutional specialty Canadian value &
fixed income investment products.
All of stated exp. must include marketing to sr. reps. of pension plan
sponsors in Canada having in excess
of $350 million (U.S.) pension plan
assets, as well as development of
investment strategies within framework of Canadian pension asset allocation regulations. Must be available
to travel domestically and to Canada
50% to 60% of working time. Market institutional specialty Canadian
value & fixed income investment
products to senior representatives of
largest pension plan sponsors in
Canada, with a focus on pension
plan sponsors having in excess of
$350 million (U.S.) pension plan
assets. Develop & recommend
investment strategies & investment
products to achieve maximum
investment returns within frame-

HELP WANTED

CLASSIFIED INFORMATION
Rates: $4.00 per word - 15 word minimum.
Advertising copy over 100 words, please call
for correct rate. Abbreviations, ZIP codes, and
phone numbers count as one word each. All
classified advertising must be prepaid by
check or credit card. Noncommissionable.

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

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 e- mailed to
Alice Schulman at 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) 6384427.
Display Rates: Please call for more
information.
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CM A /CFM REVIEW

CMA EXAM FLASHCARD
REVIEW SYSTEM. Pass Now ...in a
FLASH! Over 1,000 flashcards. FREE
information kit. Call (800) 4353769. FAX (609) 724 -0679. Visit
http: / /www.tutorialgroul2. 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.
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Need a Business
Professional?
Do you h a ve j ob s a va i l ab l e ?
Adve rtis e t hem on the IMA
Job Ban k.
Your open positions will be
vi e we d b y IM A's h i gh l y
qu al i fi ed me mbe rs h ip a t n o
cost to your organization.
Simp ly p roceed to the IMA
website —L,\
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can e -mail lindat @imanet.org.
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ast year was the PC's 20th birthday. Expensive gifts arrived from all over the world, from Code
Red ($1.8 billion in damages) to the very pricey Nimda ($2.4 billion) in the last quarter. While
still wondering what's next, the year ended with news that Sony's little robot dog Aibo had been
hacked and its software controls bypassed so the reprogrammed pooch would now disco dance.
And what does this portend for a culture bent on embedding chips in every conceivable appliance
and conveyance around us? Perhaps a news story that we'll all be reading in 2002:

Virus Takes Over CyberHome
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Novo LANCASTER, PENNSYLVANIA,
AUGUST 12, 2002 —Last evening,
police were called to investigate a different kind of home invasion at 72
Elm Street.
"We knew there was something
wrong when the words Rain Forest
appeared on the Climate Control
Panel," Mr. Dobbs explained as he sat
on the porch steps of his home,
wrapped in a blanket. "There is no
Rain Forest setting!"
"The ceiling is dripping. It's all
going to turn into a giant pile of
mold" Mrs. Dobbs added.
"Then we saw the car was missing.
We called the Northstar Navigation
cell number, and they said they had
gotten a request for mapping information for Akron, Ohio."
"That's where it was made, the
car," Mrs. Dobbs said. "We think it's
going home.'
"We've been hacked," Mr. Dobbs
told the reporters. "The Central Home OS is sending who- knowswhat to all the systems."
Further investigation revealed
that the Dobbs' home was the source
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of the new online hit, Big Brother III,
which actually had been broadcasting for three weeks over the Internet
from the HD /3D Home Entertainment
Kiosk in the Dobbs' living room.
The Dobbs' cat had disappeared in
the In- the -walls Complete Home
Cleaning System, and their electronic mailbox had been sending the
virus to everyone in their directory.
Police were turned back by projectiles when they tried to enter the

back door into the kitchen —ice
cubes and toast —and through the
front window, they could see the
family's toy robot dog doing the
Macarena on a coffee table in the living room. It was learned later that
the name of the virus creating the
havoc was "Hello Kitty."
ManorSoft, maker of the
CyberHome II OS, said appropriate
patches for the problem would soon
be made available on their website.

There is no greater peace of mind than the knowledge of your family's security
Help secure their financial future

with IMA's Group Term Life Plan

The IMA Group Term Life
Insurance Plan provides up
to $1,000,000 in member
coverage at the lowest
rates offered since its
inception in 1974.

7
Catastrophe Major Medical

Small Business Plan

Disability Income

Long-Term Care

Member Assistance

Cancer Expense Insurance

High -Limit Accident
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Rx Card

For information on the above IMA Group Insurance plans call 1- 800 - 424 -9883
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