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BOOKS

Concepts for Management Ac-
counting by Warter B. McFar-
LAND, National Association of Ac-
countants, New York, 1966, 166
pages, $4.95.

This little volume is an attempt
to build a theoretical framework
to guide the practice of manage-
ment accounting. Although some
may quarrel with some of its
premises, particularly when ap-
plied to public reporting, it is
worthy of every accountant’s at-
tention.

REYIEW EDITORS

In order to assure comprehensive coverage of magazine
articles dealing with management subjects, MANAGEMENT
SERvVICES has arranged with fifteen universities offering
the Ph.D. degree in accounting to have leading magazines
in the field reviewed on a continuing basis by Ph.D. can-
didates under the guidance of the educators listed, who
serve as the review board for this department of MaNAGE-
MENT SERVICES. Unsigned reviews have been written by

members of the magazine’s staff.

Jou G. AsuBurne, The University of Texas, Austin

E. J. BLakeLy, University of Wisconsin, Madison
TrHoMAs |. Burns, The Ohio State University, Columbus
Don DEeCoster, University of Washington, Seattle
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Unlike most of NAA’s research
studies, which merely report on
existing practices, this book is in-
tended to be prescriptive rather
than descriptive. The author, the
association’s research director, has
sought to unify the findings of pre-
vious research studies into “state-
ments of what constitutes good
practice.”

Good practice is defined as
“practice which yields information
which is relevant, valid, and con-
sequently reliable for its intended
uses.” In order to be useful, Mr.
McFarland asserts, accounting data
must be relevant to the purposes
of its recipients. Thus, it is the
principal thesis of his book that

Chapel Hill

Angeles

relevance to intended purpose is
the fundamental test for apprais-
ing accounting theories and tech-
niques. Such standards as fairness,
rationality, conservatism, and non-
distortion, he argues, are merely
matters of opinion.

Utility to management is a reas-
onable criterion for internal finan-
cial reporting. Some eyebrows may
be raised when Mr. McFarland
goes on to apply it to external re-
porting, as he does. (He defines
management accounting as en-
compassing the entire range of eco-
nomic information needed by those
who manage a business enterprise
and by those who provide its
capital.)

Rosert L. Dixon, University of Michigan, Ann Arbor
Leonarp A. Dovire, University of California, Berkeley
WiLLarp ]. GrauaM, University of North Carolina,

DarLe S. Harwoop, Jr., University of Oregon, Eugene
H. P. Hovzer, University of Illinois, Urbana
WaLTeR B. MEics, University of Southern California, Los

HerBert E. MiLLEr, Michigan State University, East

Lansing

Joux H. MEYERS, Northwestern University, Chicago
CarvL L. Newson, Columbia University, New York
MicuaeL ScrurF, New York University, New York
Rurus Wixon, University of Florida, Gainesville
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The last part of the book, in
which the author discusses income
statements and balance sheets
from the standpoint of relevance
to their intended uses rather than
from that of generally accepted ac-
counting principles and procedures,
may be controversial. The first
part, in which he outlines manage-
ment’s information needs for profit
planning and measuring perform-
ance by projects, by products and
markets, and by management re-
sponsibilities, is not.

The focus is on the kinds of fi-
nancial information accountants
should present rather than on the
ways of measuring and reporting
this information. Thus, specific
techniques are described only
briefly.

The result is a tightly written,
somewhat abstract set of generali-
zations. As a complete theory of
management accounting, this book
may not be the last word. But it
does provide a theoretical frame-
work that is worth developing
further.

Zero Defects by JamEes F. Havriv,
McGraw-Hill Book Company, New
York, 1966, 228 pages, $10.50.

The latest fad in quality assur-
ance programs, Zero Defects, is
described here by the man who
originated it.

Zero Defects, a management
program aimed at the reduction of
errors and defects through preven-
tion (“do it right the first time”),
has been widely copied in Amer-
ican industry since it was devel-
oped by the Orlando, Florida, di-
vision of Martin Company some
five years ago. An article in Ma~-
AGEMENT ServICES (“Zero Defects
and You” by Robert Smith, Janu-
ary-February, 1966, p. 35) de-
scribed its application at General
Motor’s Allison Division.

Now Martin-Orlando’s quality
director has produced a how-to-
do-it manual for establishing a ZD
program. He tells how to organize
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the project; how to motivate man-
agement, employees, and suppliers;
how to measure performance of
production, clerical, administrative,
and professional workers; and how
to maintain momentum.

This book is not unbiased. The
author has a vested interest in his
technique. The carping of skep-
tics, who note that Zero Defects
is basically a propaganda effort
and thus vulnerable to the vagaries
of shifting psychological forces, is
largely ignored. But for those who
have already decided they want
to attempt a Zero Defects program,
this is probably the definitive work.

MAGAZINES

Are CPA Firms Taking Over
Management Consulting? Forbes,
October 1, 1966.

This article reviews the growth
of management services practice in
the CPA firms and forecasts more
of the same.

As others have noted before,
management services is playing an
increasingly important role within
the CPA firm, and CPAs now oc-
cupy an increasingly important
place in the world of management
consulting.

Forbes attributes the “booming”
consulting practice of the CPA firms
to the computer, which has forced
them into electronic data proc-
essing, not only by threatening
to eliminate low-level accounting
work but by presenting them with
the opportunity to combine com-
puter knowhow with understand-
ing of information systems. The big
firms, the magazine reports, are ex-
panding rapidly into the field of
general management consulting.
(Most of the CPA firm partners
interviewed pooh-poohed the prob-
lem of potential loss of audit inde-
pendence.) The small firms are
computerizing their write-up work,
often with the help of service cen-
ters, and adding management serv-
ices to retain their audit clients.

du/mgmtservices/vol3/iss6/9

The small industrial engineering
consulting firms and the small CPA
firms that haven’t kept up with the
computer are the two groups most
squeezed by the competition, ac-
cording to Forbes.

Some of the magazine’s conclu-
sions may be questionable—for ex-
ample, its prediction of mergers be-
tween general management con-
sulting firms and CPA firms—but
its report on the new look in pub-
lic accounting is timely, lively, and
reasonably accurate.

Some Cost Accounting Problems
in PERT/Cost, by LaAugence S.
Huoux, The Journal of Industrial En-
gineering, February, 1966.

The focus of this article is on a
general category of cost accumula-
tion problems affecting the opera-
tion of the PERT/Cost system.
These cost accounting considera-
tions are based on findings derived
from field investigation in several
companies during early attempts to
implement the system.

After opening with a brief dis-
cussion of the essence of PERT/
Cost, Mr. Hill is quick to point out
that some of the difficulties dis-
cussed are inherent in more tradi-
tional cost accumulation systems as
well as in the PERT/Cost system.
Basically, it appears that the major
costing problems discussed are oc-
casioned by the “work package”
concepts of PERT/Cost.

The principal problems of cost
planning, determination, and con-
trol of direct labor stem from the
greater number and definition of
work orders (or counterparts) re-
quired for PERT/Cost than is
usually necessary with other sys-
tems. Lack of full cooperation of
employees in charging to correct
work orders is one problem. A sec-
ond problem is that certain dis-
crepancies exist between levels and
categories for application of labor
rates in traditional accounting
methods and PERT/Cost.

The work package, as originally
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conceived, presents a somewhat
different problem for material ac-
counting. It calls for an allocation
of materials costs to various work
packages and has a tendency to
so scatter the materials charges
throughout various accounts that
proper control and analysis of price
and quantity variances are difficult.
The author suggests that separate
work packages for materials may
be more appropriate than present
concepts. In addition, the timing
of charges to the project can be
important in predicting material
variances far enough in advance to
allow adequate corrective action to
be taken.

Overhead is reported as a single
line item in PERT/Cost, and over-
head activities are usually not in-
cluded in the network. Better con-
trol might be attained by expand-
ing overhead into its basic cate-
gories, such as indirect labor, oper-
ating supplies, and so on. Also, the
fixed and variable elements of bur-
den cost should be defined for bet-
ter control.

Finally the author points out the
possible necessity of including gen-
eral and administrative expenses,
that is, corporate-level burden, if
PERT/Cost is to be most effective.
The problems presented, as well as
others, may well be solved as ex-
perience is gained with PERT/
Cost. Mr. Hill indicates that solu-
tions may consist of modifications
and redefinition of certain PERT/
Cost concepts as now conceived
plus some extension of the analysis
and reporting functions.

W. R. (Br) Ross
Assistant Professor
Oklahoma State University

STATEMENT OF OWNERSHIP, MAN-
AGEMENT AND CIRCULATION (Act
of October 23, 1962; Section 4369, Title
39, United States Code)

1. Date of Filing: October 1, 1966.

2. Title of Publication: MANAGEMENT
SERVICES.

3. Frequency of issue: Bimonthly.

4. Location of known office of publi-
cation: 666 Fifth Avenue, New York,
N.Y. 10019.
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5. Location of the headquarters or
general business offices of the publishers:
666 Fifth Avenue, New York, N.Y. 10019,

6. Names and addresses of publisher,
editor, and managing editor:

Publisher, Charles E. Noyes, 666 Fifth
Avenue, New York, N.Y. 10019.

Editor, Robert M. Smith, 666 Fifth
Avenue, New York, N.Y. 10019.

Managing editor, Lois Stewart, 666
Fifth Avenue, New York, N.Y. 10019.

7. Ouwner (If owned by a corporation,
its name and address must be stated and
also immediately thereunder the names
and addresses of stockholders owning or
holding 1 per cent or more of total
amount of stock. If not owned by a cor-
poration, the names and addresses of the
individual owners must be given. If
owned by a partnership or other unin-
corporated firm, its name and address,
as well as that of each individual must
be given.)

Name, American Institute of Certified
Public Accountants, Inc. (a professional
association organized as a nonprofit, non-
stock corporation), 666 Fifth Avenue,
New York, N.Y. 10019.

8. Known bondholders, mortgagees,
and other security holders owning or
holding 1 per cent or more of total
amount of bonds, mortgages or other se-
curities (if there are none, so state): None.,

9. Paragraphs 7 and 8 include, in
cases where the stockholder or security
holder appears upon the books of the
company as trustee or in any other fi-
duciary relation, the name of the person
or corporation for whom such trustee is
acting, also the statements in the two
paragraphs show the affiant’s full knowl-
edge and belief as to the circumstances
and conditions under which stockholders
and security holders who do not appear
upon the books of the company as
trustees, hold stock and securities in a
capacity other than that of a bona fide
owner. Names and addresses of indi-
viduals who are stockholders of a cor-
poration which itself is a stockholder or
holder of bonds, mortgages or other se-
curities of the publishing corporation have
been wncluded in paragraphs 7 and 8
when the interests of such individuals are
equivalent to 1 per cent or more of the
total amount of the stock or securities of
the publishing corporation.

10. This item must be completed for
all publications except those which do not
carry advertising other than the publish-
er’s own and which are named in sections
132,231, 132.232, and 132.233, postal
manual (Sections 4355a, 4355b, and 4356
of Title 39, United States Code).

A. Total No. copies printed (Net Press
Run). Average No. copies each issue dur-
ing preceding 12 months: 27,321, Single
issue nearest to filing date. 27,381.

B. Paid circulation
1. Sales through dealers and car-
riers, street vendors and counter sales.
Average No. copies each issue during
preceding 12 months: 43. Single issue
nearest to filing date: 22.

2. Mail subscriptions. Average No.
copies each issue during preceding 12
months: 22,550. Single issue nearest to
filing date: 22,700.

C. Total paid circulation. Average No.
copies each issue during preceding 12
months: 22,593. Single issue nearest fil-
ing date: 22,722,

D. Free distribution (including sam-
ples) by mail, carrier, or other means.
Average No. copies each issue during
preceding 12 months: 1,465. Single issue
nearest to filing date: 864.

E. Total distribution. (Sum of C and
D.) Average No. copies each issue during
preceding 12 months: 24,058. Single is-
sue nearest to filing date: 23,586.
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each issue during preceding 12 months:
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I certify that the statements made by
me above are correct and complete.

Cuarres E. Noves
(Signature of the publisher)

CLASSIFIED
ADVERTISING

SITUATIONS WANTED

MANAGEMENT SERVICES — CPA
with broad background in systems data
processing and management techniques
seeks to start or head management serv-
ices department. Will consider retainer
arrangement. Box 301.

INDUSTRIAL ENGINEERING CON-
SULTANT—Registered professional en-
gineer, seek affiliation with Midwest
CPA firm. Desirous of expanding or ini-
tiating management services division.
Broad experience in all phases of pro-
duction, distribution and office manage-
ment. Box 305.

HELP WANTED

SYSTEMS CONSULTANT—For man-
agement services department of Mid-
western regional CPA firm. At least two
year’s experience in systems analysis de-
sired. Programming experience helpful.
Individual should be adaptable, broad-
gauge, with growth potential, willing to
study for CPA examination. Box 303.

RATES: Help Wanted, Professional Opportu-
nities and Miscellany 50 cents a word. Situa-
tions Wanted 37 cents a word. Box number,
when used, is two words. Classified advertise-
ments are payable in advance. Closing date,
20th of month preceding date of issue. Address
for replies Box number, Management Services,
666 Fifth Ave., N. Y, 10019.
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