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ABSTRACT

This thesis is about Management Advisory Services (MAS)

and issues associated with both current and future practice

expansion efforts of sole proprietor Certified Public

Accountant (CPA) firms. The sphere of MAS is described with

emphasis placed on the CPA and his or her expanding role in

delivery of professional management consultative services.

A review of the MAS operating environment, various services,

knowledge factors and internal CPA firm organizational

aspects, provides a comparative basis for the reader's un-

derstanding of MAS pursuits by sole proprietor CPA

practitioners.

The research was conducted through a survey and inter-

views with State of California CPA practitioners for the

purpose of identifying practice trends and the profes-

sional's desire to expand current services. The survey re-

sults are presented relative to specific directions of MAS

and a number of conclusions are made such as the need for
firm specialization, client education, public advertizing

and enhancement of knowledge skills and areas where more

detailed study is required.
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I. INTRODUCTION

A. NEED FOR MANAGEMENT CONSULTANTS

Because of the complex nature of many organizations and

their associated operating environments, managers have found

themselves inadequately equipped to completely handle a wide

range of specialized organizational problems. [Ref.1] In an

effort to confront and solve specialized problems, many

organizations have sought help from professionals outside of

the organizational structure. Professionals typically

called upon to act in an advisory capacity to management,

possess unique skills and represent diverse disciplines not

normally found internal to a respective organization. These

"external specialists" include economists, marketing ex-

perts, engineers, organizational behavioralists, certified

public accountants and others, who are prepared by formal

training and in depth experience, to provide information and

guidance on all phases of organizational activities.

One specific professional discipline, which has his-

torically provided a response to the external advice re-

quirements of organizations, has been that of accounting.

Professional accountants, specifically certified public

accountants (CPAs), have fulfilled the external "financial

expert" needs of management through provision of "tradition-

al" accounting services such as independent audits, credible
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income tax work and the development of meaningful financial

reporting/control systems. Although the services of CPAs

have pertained to issues largely financial in nature, in-

creased organizational mandates for external advice related

to non-financial matters, coupled with the profession's

reputation for independence and competent skills, have

placed increased expectations on the accounting profession

to expand the scope of services normally provided. (Ref. 2]

B. THE CPA AS A MANAGEMENT ADVISOR

In response to management's increased demand for external

"consulting", many public accounting firms have expanded the

range of their professional services. [Ref.2 ] Some account-

ing firms now offer a broad range of "management advisory

services" (MAS) to their clients. Those CPA firms that

provide MAS have extended their normal accounting services

into operational management areas such as budget develop-

ment, cost analysis, system designs and office procedures.

[Ref.3 I The intent of MAS, as offered by CPAs, is to im-

prove a client organization's capabilities and resources in

order to achieve desired objectives.

Not all CPA firms currently offer management advisory

services. fRef.4] The reasons may vary, but in general some

firms have chosen not to offer MAS to their clients because

of insufficient staffing, specialized training or an under-

standing of complete service requirements. Public

10



accounting firms that have ventured into areas of MAS have

found it to be rewarding and beneficial to the clients they

serve. The accounting profession as a whole has also bene-

fited from the offering of MAS by increased professional

recognition and prestige. (Ref. 4]

C. LIMITED RANGE OF SOLE PROPRIETOR CPA SERVICES

While a student in the Financial Management Curriculum at

the Naval Postgraduate School, Monterey California, the

author of this thesis became more aware of the various

organizational needs pertaining to external management

advice. During a review of the methods and identification

of providers of management consultative input, the author

realized that although in general, the public accounting

profession provides a wide range of expert management advice

to organizations, sole proprietor CPA firms in particular,

tend to limit their management advisory activities or not

offer the services at all. [Ref.2]

Sole proprietor CPA firms that either limit the scope of

MAS or do not offer the services at all, reduce additional

opportunities for service to management which might other-

wise potentially help increase profits and/or efficiency of

the client organizations in need of the professional

accountant's advice. [Ref.51 Sole proprietor CPA firms

which do not formally advise management in operational or

administrative functions of the organization, may not only

do a disservice to their clients, but also to the CPA firm

-I7



itself by missing out on profitable organizational activity

growth and enhanced professional stature.

D. RESEARCH OBJECTIVE

An overview of current accounting literature, as well as

indepth discussions with several professionals in the

accounting field, suggested that a need existed for the

assessment of current practices and expansion efforts re-

lated to MAS activities by sole proprietor CPAs. The purpose

of this thesis research was intended to provide a vehicle

for determination of recommendations regarding the direction

and the degree of evolution that MAS expansion efforts by

sole proprietor CPA firms should take in order to satisfy

client demands. The assessment need became the research

objective and in its formulation, the author of the thesis

made two fundamental assumptions:

1. Assuetion Regarding Demand

The report assumes that clients of accounting firms,

with few exceptions, have a need for some degree of external

and professional management advice.

2. Assumption Regarding Abilities and Desires

It was assumed that the public accounting profession

is capable and desires to satisfy client demand for

management cons-ultative advice.

Essentially, the thesis research objective focus was

limited to sole proprietor CPA firms; in that, this category

12



of public accounting firm appears to service principally

smaller sized client organizations which because of limited

staff/resources could benefit the most from MAS, [Ref.l ];

have demonstrated only a moderate MAS activity expansion

rate as compared to larger national firms, (Ref.2]; and

comprise the majority segment within the accounting profes-

sion and could therefore, stand to strengthen professional

recognition the most. [Ref.6)

As a means of obtaining the desired thesis research

objective, a test of the following null hypothesis was

conducted:

Ho: In general, sole proprietor CPA firms are not

willing to expand their practices to include a full range of

MAS for the clients they serve.

Pertinent researchable questions were asked in the test-

ing of the hypothesis for the purpose of attempting to

prove/disprove its validity.

E. BENEFITS TO BE DERIVED FROM THE RESEARCH EFFORTS

Anticipated benefits to be derived from this report, as a

result of the author's thesis research efforts, are as

follows:

1. Encapsulation of Market

Given the existing complex operating environments,

organizations (especially small sized ones), will continue

to require expert management advice from professionals ex-

ternal to the organizational structure. If sole proprietor

13



CPA firms do not expand their range of services to meet MAS

demands, other types of professional firms may choose to

offer more extensive services in the management consultative

market. The CPA profession as a result, may have to relin-

quish a portion of its "practice territory." This report

will provide essential information necessary for sole pro-

prietor CPA's to assess the direction of the expansion of

their MAS activities.

2. Increased Client Awareness

Authors in the field of professional accounting have

noted recently that businessmen and other organizational

managers are not fully informed as yet to all of the manage-

ment advisory consultancy services available from the CPA

profession. [Ref.2] This study should help the professional

accountant to "educate" his clients regarding the benefits

and range of MAS practices. Hopefully, the study will be an

informative and useful guide to MAS.
3. Identification of Areas of Specializations

Currently, some larger MAS practice units specialize

in certain areas of operation management functions.(Ref.2)

Sole proprietor CPAs may also be able to benefit from

specialization within the field of MAS. An attempt has been

made in:this report to highlight possible specialization

areas of interest both to the accountants and their clients.

Sole proprietor CPA firms may find this report helpful as a

14



guide for assessing their current skills and the possible

need to develop new ones.

4. Directions for Academic Development

As with most studies involving professional acti-

vities, this report should help the academic community in

the formulation of curriculum geared towards management

advisory consultative endeavors within the accounting

profession.

5. Basis for Professional Enhancement

By looking at current MAS practices of sole pro-

prietor CPA firms, it is envisioned that data contained in

this report will help to increase the unanimity concerning

an appropriate scope of MAS practices and thus, reduce any

differences in the accounting profession. In total, the

overall stature of professional accounting should be

enhanced.

6. Replication of Previous Study Questions

Although this thesis research was directed towards

the sole proprietor CPA firm, certain pertinent questions

pursued in the process were not unique to this study. In

part, an attempt was made to compare/contrast vital informa-

tion obtained from surveys involved with the accounting

profession as a whole, in order to verify or discount

previous inferences made.

15



F. APPROACH AND METHODOLOGY

An inductive research approach and methodology was

employed in th'is thesis for the purpose of attempting to

disprove (test) the null hypothesis: Ho, in general, sole

proprietor CPA firms are not willing to expand their prac-

tices to include a full range of management advisory ser-

vices to the clients they serve. In order to conduct a

meaningful test, questions relative to MAS activities, and

the specific issue raised by the hypothesis were developed

from, replication of isolated portions of previous studies,

initial interviews with practitioners and academicians in

the professional accounting field, and a review of current

professional accounting literature.

The resulting questionnaire was sent to 300 randomly

selected sole proprietor CPA firms within the State of Cali-

fornia. Sampling was limited to firms within California for

the sake of temporal and financial considerations. Random

sampling of a finite population within the boundaries of

California was felt to be statistically sound because of the

State's diversity of organizational clients and the opera-

tional mode of CPA firms who serve them. The author of this

thesis determined that sample results could, with a reason-

able degree of certainty, be projected to other sole pro-

prietor CPA practices throughout the remainder of the United

States.

16
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In addition to the use of the questionnaire as a sampling

tool, in depth interviews were conducted with sole

proprietor CPA practitioners. These interviews allowed a

discussion of various questions and points of interest not

permitted within the limited questionnaire framework. Ques-

tions were verbally directed to practitioners in order to

get a "feel" for issues of a general nature such as the

desirability of firms to meet client management advisory

demands, and the practitioner's view of ethical

considerations germane to MAS.

Utilizing gathered data, current sole proprietor CPA

activity in the MAS area was analyzed using the "system

technique." This essentially involved looking at the entire

spectrum of MAS practices within one segment of the

accounting profession (i.e. sole proprietor CPAs), the theo-

retical service boundaries, and the meaning of MAS as per-

ceived by professional accounting societies and authors on

the subject. Problem areas which were revealed by the

survey are presented and discussed relative to general

management advisory concepts.

G. THESIS SUMMARY

The intent of Chapter I was to provide the reader with an

introduction to the public accounting profession's in-

volvement in HAS activities; an identification of a poten-

tial problem in rendering of services by sole practitioners;

a description of the research objective relative to the

17
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problem; a listing of benefits to be derived from the

author's study; and an overview of the investigative

methodology and approach used in conjunction with prepara-

tion of the report. Essentially, Chapter I attempted to

outline the rationale forming the basis for the author's

investigative work.

Chapter II provides the reader with background informa-

tion on the management consultative process with a large

degree of emphasis placed on MAS activity expansion consi-

derations. Specifically, Chapter II looks at management

consultation in general, management consultation and the

public accountant, and management consultation and the re-

lated functional considerations. A review of the MAS

operating environment, various services, plus internal CPA

firms organizational aspects provides a comparative basis

for the reader's understanding of the realm of MAS pursuits

within the public accounting profession.

Chapter III discusses the methodology employed in testing

the null hypothesis, including a review of the question-

naires sent to the CPA firms, as well as the nature of

questions asked of practitioners and academicians during

person-to-person interviews.

Chapter IV reviews the data provided by returned ques-

tionnaires and indepth interviews. The answers provided by

respondents are presented, discussed, compared and analyzed.

Differences in key questions contained in the thesis

-15



questionnaire and similiar ones dealt with in previous

studies, have been highlighted for comparison. Problems

pertaining to MAS expansion have also been identified.

Chapter V provides a summarization and attempts to inte-

grate information contained in the previous chapters. Key

issues of MAS activity by sole proprietor CPA firms are

discussed in regards to past, present and future expansion

efforts. Specific conclusions are made and issues for

further investigation by others have been identified.

19



II. BACKGROUND

A. INTRODUCTION

This chapter provides the background information neces-

sary for a thorough understanding of Management Advisory

Services (MAS). The reader must understand the nature of

MAS, the scope of services and the Certified Public Account-

ant's (CPA) operating environment, in order to appreciate

the discussion of prob3ems associated with it. Various

considerations relati.g to MAS are covered and which are

intended, to give the reader a full grasp of this

professional publiti accounting service function.

Specifically, this chapter addresses topics. pertaining to

organization of the CPA firm in general and the overall

scope of MAS activities. Special emphasis has been placed

upon those elements integral to considerations given by CPAs

regarding expansion of the current range of services. The

emphasis placed on expansion of services, as viewed by the

author of this report, is essential to the reader's percep-

tion of the relevance of issues raised by the basic thesis

question.

The thesis question, which in-fact attempts to determine

the willingness of sole proprietor CPA firms to expand into

MAS areas, has been provided with meaning through a review

of the domain of these consultative services. A review of

20



the domain of MAS has been presented in this chapter, from

the perspective of how the public accountant can expand his

or her activities to accommodate external management

advisory needs of clients. A statement regarding the

general background of management consulting has been pro-

vided first, followed by an analysis of the CPA's quali-

fications relative to rendering MAS. Finally, the discus-

sion attempts to impart insight into common methodology and

techniques used by qualified CPAs in the delivery of MAS.

The information presented is broad and general in nature

and is, to a great extent, characteristic of the total field

of MAS. For brevity purposes, the discussion has been

limited to a survey of considerations germane to MAS and is

not intended to be an indepth study of the subject. Infor-

mation presented in this background chapter has been

gathered from professional publications and previous studies

dealing with MAS.

B. MANAGEMENT CONSULTATION IN GENERAL

As mentioned in Chapter I, many firms are not equipped to

deal with specialized problems and have therefore had to

rely on outside professional help.iRef.l] In order that the

reader understand the implications of this trend and its

impact upon the accountant's expanded role, the following

areas of the management consultation process in general will

be reviewed: (1) Prospective Client Organizations; (2)

21



Required Expertise and Areas of Activity; (3) Scope of

Management Advisory Services; and (4) Growth within the

Accounting Profession.

1. Prospective Client Organizations

The demand for all types of management consultation

service engagements spans many divergent organizations of

varying sizes. This trend is not new or limited to strictly

unique organizations as was noted by John L. Carey in his

book Professional Ethics of Certified Public Accountants.

tRef.7] Carey observed that there

"...is a mounting demand from business enterprises
for expert aid in all phases of management which
will increase efficiency and profitability. This
demand comes from businesses both large and small.
It springs from the increasing complexity of our
economic system and the increasing intensity of
competition in an era of rapid technological
improvements. No one man can be technically compe-
tent to deal with all management problems of modern
business. Businessmen require help, and it must be
supplied by someone."

Large size organizations appear to exhibit the greatest

demand for management consultation services, even though

small firms would stand to benefit the most due to the usual

limited availability of internal staff resources. Roger

Wellington's contribution to the Accountant's Encyclopedia

by his section on "Enlarging a Practice Through Management

Services" (Ref.1], made the point that

"...there is hardly a business of any size that
cannot benefit in some way from competent profes-
sional assistance and advice, it is in the small
company that the crucial need for management ser-
vices generally exist. Information compiled by Dun
& Bradstreet clearly indicates that inadequate

22
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management is the principle cause of small business
failures. This is logical because the small con-
cern usually cannot support a well-rounded manage-
ment staff and, as a result, many staff services
that larger firms consider essential are either not
performed at all or are tacked on to the duties of
an already overburdened executive."

It appears from Wellington's observation tRef.l], that

the greatest potential demand for management consultation

services emanates from small organizations. Although it is

the small organizations that could probably benefit the most

from competent outside help, they are often the very ones

that will not seek this professional assistance, or are not

willing to pay for or follow it. Accordingly, it is the

public accountant, in his other established capacity as an

advisor in other matters who has an opportunity to "educate"

the clients concerning their need for management services.

In essence, the author contends that, small organizations

offer the greatest demand for MAS, only if, clients are

adequately informed of service benefits by the CPA.

2. Required Expertise and Areas of Activity

A literature search by the author indicates the

management consulting field in general is a large and varied

one. It consists of many small firms that tend to specialize

in one or very few management areas, and some very large

nationwide firms that operate in many different

areas.(Ref.31 The larger firms are able to offer a broad

range of qualifications and differing viewpoints to organi-

zational managers. In the aggregate, both large and small

23



firms cover a wide range of specialized fields of effort

within the general area of management. Management consult-

ing firms offer specialized advice in management areas such

as personnel, marketing, production, etc. Special manage-

ment fields have prompted some firms to "specialize" in one

particular area - for example, personnel. Other firms have

combined specialized consulting arts into a more generalized

type of practice.

Those firms which provide generalized management con-

sulting services tend to concentrate on the following areas

of activity:

a. Industrial Engineering

This in itself is an outgrowth of 'scientific

management' that developed in the early part of the century.

Industrial engineering is concerned principally with

methods, standards and the like and also with theories of

organization.

b. Marketing

The concept of marketing has developed from

advertising and related problems, and from the need for

independent organizations that can conduct large scale

surveys of customers and markets.

c. Consulting Engineering

Consulting engineers are concerned with the

design of factories, the layout of plants, the design of

machines, and similar problems, all of which are approached

with a view toward increasing efficiency.

24



d. Finance and Accounting

This, of course, has to do with measuring and

reporting on financial results of operations. [Ref. 2] Aside

from those mentioned above, there are a number of other

types of advisors, not formally classified as "management

consultants", who fill the consultative needs of management.

Among these are experts from lending institutions, invest-

ment firms, law offices, equipment suppliers, advertising

firms and others who have a direct interest in the operation

and management of organizations. Business colleges and

professors are also available to assist the manager to deal

with often complex and specialized situations.

Except by specific professional discipline (i.e.

engineering, law, accounting, etc.), there appears to be no

set of defined or rigorous standards that govern entry into

the "profession" of management consulting. [Ref. 2 1 There

are also no recognized methods for determining professional

performance, no strict licensing requirements, and no over-

all recognized standards of education, training or experi-

ence. Each professional discipline (as will be shown later

for thie accounting profession), identifies education, ex-

perience and standards of practice for their respective

members to follow when providing management services.

There has been a movement towards professional recogni-

tion of the "management consultant"; however, attainment of

25



a professional status for practitioners has not been fruit-

ful. As an example, there is an Association of Consulting

Management Engineers (ACME), 'which has set forth a code of

ethics and recommended practices by which its members sub-

scribe. The impact of the ACME has been limited because it

cannot enforce or mandate the society's standards. Anyone

or firm can call themselves "management consultants",

"management engineers", "management advisors" or the like.

There is at present, no strict enforceable state or federal

management consultation title or practice laws. [Ref. 2]

In the practice of MAS, the public accountant should be

keenly aware of the fact that it is his or her professional

stature that "qualifies" the CPA to offer MAS. Lacking any

professional general management consulting society or codi-

fied practice regulations, the cl-ient has to rely on the

reputation of specifically established professional disci-

plines when deciding upon who shall be retained to provide

MAS. The CPA must ensure that the professional body he or

she represents is in no way downgraded by the manner, and

methods employed during an MAS engagement. [Ref. 8]

3. Scope of Management Advisory Services.

There is, as was noted above, a great number of

different kinds of management services and outside profes-

sional help available to organizational managers. As was

pointed out earlier, management advisory services are in

fact, almost as numerous and diverse as the businesses
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themselves. These services range all the way from general

business counsel to highly specialized technical work, such

as the mathematics involved in operations research. [Ref.l]

It appears, based upon a literature search by the author,

that the primary objective common to all management service

providers is to help managers to:

a. Conduct efficient and effective strategic plan-

ning

b. Direct and control day-to-day operations

c. Focus attention on deviations from organizational

planning efforts

d. Arrive at reasonable and effective solutions to

operating problems

It has been the public accountant who traditionally has

helped managers plan, direct, control and solve problems, by

providing them with information and advice largely financial

in nature.

Traditional accounting worM and advice (i.e., services

other than audits, tax work, maintaining accounting records

and preparation of financial statements), has facilitated

general management planning through preparation of organiza-

tional budgets, financial statements and independent audits.

Public accountants have devised for managers, financial

accounting and reporting systems, which have highlighted

problems and/or opportunities that might otherwise go un-

noticed. The public accounting profession has given
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management the necessary financial information by which day-

to-day decisions can be gauged.

The author feels that, accounting practitioners are in-

deed qualified to advise clients on any matter related to

accounting. He or she is obviously in a position to provide

professional advice in areas such as financial reporting,

internal financial control procedures and income tax issues.

It is difficult, however, to draw conclusions regarding the

limits of specific services that are of interest to the

public accountant, as well as those in demand by the client.

A CPA's advice and services provided to a small client

may be inclusive of all aspects of the organization. With a

large client, who will in all probability have "in-house"

expert staff members, the CPA's advisory role may be limited

to certain spheres of organizational activity. Because of

different organizational considerations, an exact definition

of management advisory services, as performed by the public

accounting profession, is impractical.

Although an exact definition of MAS may be impractical,

one which would serve to delineate the general meaning of

the term, as well as the inclusive scope of services, would

prove beneficial to the practitioner who contemplates ex-

panding his or her advisory role. James Redfield in his

work, A Study of Management Services by CPAs, [Ref.9] pro-

vided an early (1961) definition of MAS practice, a few

years prior to its period of greatest growth:
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"Mangement advisory services by certified public
accountants may be defined as those services which
are designed primarily to furnish advice or assist-
ance to management through a professional relation-
ship with respect to planning, organizing, or
controlling any phase of business activity."

John L. Carey [Ref.7], has yet another definitive view

regarding the meaning of MAS. Carey feels that MAS is

inclusive of "...any service for management except financial

auditing and tax work..." He sees the range of MAS as

follows:

"Advisory services to management include assistance
in answering an infinite variety of questions which
business management has to consider in making its
inescapable decisions. On many of these questions
the certified public accountant who has made an
independent audit of the business may equip himself
by study and research to offer useful suggestions:
for example, alternative ways to raise capital, the
possibility of expansion, the relative profitabili-
ty of product items, the determination of break-
even points and points of maximum return, the rela-
tive costs of selling in different markets, reasons
for changes in the ratios of various cost factors
to profits, and so on. On questions in such areas
as these, the CPA who knows the historical
experience of the business is familiar with its
financial affairs, and is aware of tax considera-
tions that should be able to provide useful infor-
mation and advice if he makes himself competent to
do so."

Carey's CRef.l I ideas on the range of MAS are premised on

the notion that CPA experience with their client allows them

to "take-on" any management problem if they make themselves

competent to do so. This concept will be discussed further

in the discussion.

The American Institute of Certified Public Accountants

(AICPA) views MAS as a professional relationship between the
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CPA and the client. A description of MAS as contained in an

AICPA publication, "Statements on Management Advisory Ser-

vices", reflects the professional nature of services:

Management advisory services by the independent
accounting firms can be described as the function
of providing professional advisory (consulting)
services, the primary purpose of which is to im-
prove the client's use of its capabilities and
resources to achieve the objectives of the organi-
zation. This can relate to areas such as:

a. The management functions of analysis, planning,

organizing, and controlling,

b. The introduction of new ideas, concepts, and

methods to management,

c. The improvement of policies, procedures, systems,

methods, and organizational relationships,

d. The application and use of managerial accounting,

control systems, data processing, and mathemati-

cal techniques and methods, and

e. The conduct of special studies, preparation of

recommendations, development of plans and

programs, and provision of advice and technical

assistance in their implementation.

In providing this advisory service, the independent ac-

counting firm applies an analytical approach and process

which typically involve -

f. Ascertaining the pertinent facts and

circumstances

g. Seeking and identifying objectives,
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h. Defining the problem or opportunity for

improvement,

i. Evaluating and determining possible solutions,

and

J. Presenting findings and recommendations and, fol-

lowing the client's decision to proceed, the

independent accounting firm may also be involved

in -

k. Planning and scheduling actions to achieve the

desired results and,

1. Advising and providing technical assistance in

implementing. [Ref. 10]

By the above MAS definitions and ideas regarding range of

activity, one point is made without a formal statement. The

point being that although actual professional services are

extremely diverse and employ many areas of knowledge, CPAs

who engage in MAS do not make decisions for clients. Robert

H. Roy and James H. MacNeil in their book Horizons for a

Professional (Ref.ll , compared the CPA's advisor role, not

a decision-maker, with that of other professionals:

"According to convention, clients (or patients in
the practice of medicine) are advised by the pro-
fessional whose services they retain. A lawyer
advises his client to sue or to settle out of
court, a physician advises his patient to undergo
surgery, a CPA advises his client to revise his
inventory control system. In none of these cases
is the client obliged to obey. He, the client, is
the decision maker."
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Hence, the CPA who may indeed be "qualified" to make client

decisions, must in fact adhere to reality in his or her

professional client relationship, by providing advice only.

The variety or extent of MAS offered by CPA firms is

limited by the individual accounting firm's resources, prac-

tice goals and adherence to professional ethics. Limita-

tions on the scope of services provided are outlined in the

organizational policy of each practicing CPA firm. The

scope of services is not consistent between public account-

ing firms as was observed by Edward L. Summers and Kenneth

E. Knight in their work, A Study of Required Knowledge

for Management Advisory Services by CPA's:

"Most firms voluntarily limit the scope or variety
of services rendered so that they are consistent
with the firm's resource limitations, interpreta-
tions of professional ethics or philosophy of prac-
tice. Such limitations on scope of services are
stated as policies of the individual firm and are
not consistent from one firm to another. The most
commonly encountered services are those related to
the systems operating in business functional areas
such as finance, accounting, and data processing.
The researchers found the scope of services ren-
dered by individual CPA firms to vary between a few
specialized services and the full range of services
performed by large non-CPA general consulting
firms. Only a few of the very largest MAS practice
units attempt to offer such a full range of MAS
services; however, services offered by these large
firms are also offered in part by some of the
smaller ones."[Ref. 3]

Essentially, the larger the CPA's practice is, the more

likely the variety of MAS which he or she can offer clients.

Because the amount of available resources constrains the
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variety of MAS, some smaller firms "refer" clients to larger

firms for management advice.

Actual and prospective CPA firm clients also influence

conscious decisions regarding the nature and range of MAS

that a public accounting firm will offer. Client types and

numbers will cause the CPA firm to consider such factors as

firm independence, the competence profile the firm wishes to

present, and the specific interests of the CPA firm person-

nel. [Ref.2] The CPA firm will always determine the range

of services to be provided by not accepting engagements that

involve services inconsistent with its policies. A CPA may

determine, by selective acceptance of engagements, its own

scope and level of MAS services consistent with its skill

and knowledge inventories.

As pointed out earlier, the CPA's extent and range of MAS

is varied from firm to firm. To illustrate this diversity,

a list of significant MAS services developed from replies of

the "MASBOKE" firm survey, (AICPA sponsored, 1974) is

provided in Appendix A. The service types noted in Appendix

A were designated as significant by 40 percent or more of

firms respondent to the "MASBOKE" firm survey.[Ref.3]

4. Evolution within the Accounting Profession

The scope of services provided by the American pro-

fessional accounting community has, over the span of this

century, evolved from work of an operating nature to spec-

ialized financial reporting efforts. Up until the early
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1930s, public accountants provided clients with financial

information and advice related to operating functions such

as production management, costing systems and other assist-

ance to decision makers. This role changed, however, with

the advent of the Federal income tax and wider public owner-

ship of companies. Greater demand for specialized experts

in the field of auditing and tax work exceeded the number of

available accountants. As a result, notes Wellington,

"...it now appears that most professional accountants con-

centrate on services in the accounting, auditing, and tax

fields, and leave the broader aspects of their practice,

namely management services, to be done by others." [Ref. 1]

Wellington's assessment regarding service areas of major

concern to present day public accounting practitioners tends

to be supported by the AICPA-Roper survey which was con-

ducted in May of 1974. The AICPA-Roper survey [ef.3] of

1,152 small CPA firms and individual practitioners showed

that 94 percent of the firms with two or more professionals

reported offering MAS. Of the sole practitioners, 83 per-

cent responded that they offered MAS services. The same

survey responses indicate, however, that an average of only

10 to 11 percent of total professional time was spent on

MAS. This was true for all types of firms regardless of

size, location, and whether or not there were full-time

professionals on the staff.
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The survey does not indicate the increasing interest or

growth rate associated with MAS. Reference material com-

piled by concerned groups or committees (i.e. MASBOKE task

force, AICPA, MAS executive committee, etc.), illustrate an

increased interest in the subject of MAS throughout the

profession. Other surveys have revealed a positive growth

rate in MAS functions, which of course reflects increased

interest by CPA firms. In general, the projected MAS acti-

vity also appears to be favorable, although some variations

concerning the rate have been noted by Summers and Knight in

a survey conducted by them:

"The expected growth rate estimates for MAS charge-
able hours vary considerably, with the greatest
variation found among estimates prepared by smaller
CPA firms. An estimated average growth rate cur-
rently may be about 10 percent annually, but the
researchers encountered some practices expecting no
growth or even slight shrinkage (especially rela-
tive to the size of the practice prior to the 1971
recession in the consulting profession) as well as
expectations of doubling in size from year to year.
Thus, it may be said that a consulting practice is
more sensitive to economic fluctuations than either
audit or tax practice." [Ref. 2)

MAS activity, as has been suggested by literature reviewed

by this author, may help contribute to the evolution of the

accounting profession, just as increased interest in finan-

cial reporting and income tax work effected the provision

direction early on in this century.

C. MANAGEMENT CONSULTATION AND THE PUBLIC ACCOUNTANT

As previously discussed above, today's public accountant

is in a general way "qualified" to provide clients with
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professional management advice. The focus of the discussion

will now concentrate on the specific relationship of the CPA

to management consulting, by an overview of three basic

considerations:

(1) Beneficial Leverage the Public Accountant has over

Internal Management; (2) Beneficial Leverage the Public

Accountant has over Other External Consultants; (3) Dis-

advantages and Imposed Limitations of the Public

Accountant's Position.

1. Beneficial Leverage the Public Accountant has over

Internal Management

In most situations the author contends that, the

public accountant has the ability to advise his or her

client better in the area of efficient management programs

than can the client's own staff. The generally agreed upon

reasons for the public accountant's "superior" input

regarding efficient management programs are as follows:

a. Independence of the Public Accountant

The client can insure that special management

problems receive "expert" attention without the need to add

permanent additions to the company payroll, if independent

outsiders are employed. More important is the fact that an

outside public accountant can deal with management problems

with a fresh and objective view point. He or she is not

normally constrained by internal organizational "politics."

The public accountant is also relied upon by other out-

siders, such as creditors, stockholders, government and
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other interested third parties, for the preparation of cre-

dible financial statements. The public accountant in his or

her traditional role has established "credibility," some-

thing an internal expert may find difficult to accomplish.

b. Knowledge and Experience of the Public Accountant

Normally, the public accountant has and many

contacts with organizations of varying size, nature nad com-

plexity; therefore, the accountant gains great insight into

management operations. He or she has dealt with common

basic organizational problems which the one-company indivi-

dual may not have been exposed to. Across organizational

boundary problems, as presented to the CPA, has required the

professional to equip himself with many knowledge skills.

MAS work brings these skills to bear upon a client's manage-

ment problem. The inside consultant may never have the

chance to develop necessary skills equal to that of the

accountant.

c. Familiarity with Office Operations

While in the process of providing traditional

accounting services, the public accountant becomes familiar

with an organization's office procedures, policy and per-

sonnel. His or her observations of overall operations allow

the public accountant to react to management problems with

an appreciation of all facets of day-to-day operations.
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2. Beneficial Leverage the Public Accountant has over

Other External Consultants

During the above discussion regarding management

consultation in general, it was pointed out that individuals

who are not professional accountants, can qualify to provide

outside advice to management decision makers. The CPA does,

however, have certain advantages over other consultants in

the following ways:

a. Knowledge of Accounting and Taxes

With almost certainty, any proposed management

program or decision has to be viewed in the perspective of

long-range financial effect, including the possible tax

consequences. Financial and tax work is, of course, the

public accountant's "forte," a skill not offered by other

consultants.

b. Current Understanding of Operations and Organiza-

tion Structure

In order to provide sound advice to managers,

other independent consultants have to devote much time,

effort and expense to obtain a working knowledge of the

organization. A public accountant, through the course of

his or her regular work within the concern, assimilates and

employs this knowledge as a matter of routine. The public

accountant has also an established relationship with em-

ployees of the firm, which enhances the process of gaining

additional knowledge should it be required.

38



c. Recognized Professional Standards

Clients are aware of established protective

ethical standards which guide the professional accountant's

action. They have, an obligation to perform services for

which they are qualified by aptitude, education, training,

and experience. Other consultants may operate in a com-

pletely ethical manner, but the client has no assurance that

they will do so beyond the personal evaluation of them.

3. Disadvantages and Imposed Limitations of the Public

Accountant's Position

Having the necessary qualifications and "competitive

edge" over other outside consultants has not encouraged or

insured to the maximum extent possible, unlimited growth of

MAS offered by CPAs, for the following reasons:

a. Management is Unaware of CPA's Range of Services

Public accountants (some) have failed to "edu-

cate" their clients regarding the scope of professional

services they offer. The accountant needs to keep his or

her clients advised of the type of services that can be

rendered, what these services will cost, and what the client

can expect in the way of cost savings and/or associated

effectiveness payoffs. Recent changes to solicitation re-

strictions, as previously imposed by the AICPA, may provide

impetus to CPA's need to pursue "salesmanship" relative to

MAS offerings.
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b. Failure to Acquire Management Consultative

Knowledge

Very often, the CPA may not be willing to devote

time to increasing his or her knowledge factors pertinent to

MAS. The public accountant, because of his or her auditing

and tax work, may feel that there is insufficient time to

devote towards necessary research and organization aspects

critical to expansion into MAS activities. The fact re-

mains, however, that the CPA by his profession choice, has a

"head start" on other outside consultants. As one author

notes, "...a CPA can increase his practice by 50 to 100

percent without the addition of new clients by expanding

into MAS activities." [Ref.1] Given this consideration, a

CPA might consider finding time to devote towards gaining

MAS skills.

c. Lack of Professional Referral Within the Account-

ing Profession

Accountants, unlike doctors and lawyers, have

shown a marked reluctance as a group to refer certain

problems of their clients to specialists within the profes-

sion who are particularly qualified to handle these

problems. Consequently, clients must go outside the

accounting profession for help in areas that members of the

profession could have been of some assistance. Public ac-

countants need to refer more within their own profession and
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put aside fears of losing a client to another accounting

firm.

d. Impairment of the CPA's Independent Status

As mentioned before, when a CPA provides MAS in

response to client requirements, he or she insures that the

service rendered is advisory in nature and in no way sug-

gests that the public accountant is directly involved in the

management decision-making process.

To become involved in the decision-making process would

raise serious doubts regarding the public accountant's inde-

pendence. The accountant must also insure that through

provision of MAS efforts that he or she avoid any situation

that would cause the CPA to lose an objective attitude

towards the financial statements of his or her clients.

Summers and Knight highlight this issue by noting that:

"An element of the consulting process that is
unique in CPA firms is the need to coordinate MASengagements with the pre-existing financial audit

relationship with the client. The auditor-client
relationship is a continuing one that often extends
over many years. In most firms performance of
audits and preservation of the auditor-client rela-
tionship takes precedence over MAS and tax work for
the same client - that is, to perform an audit
engagement requires auditor independence, and no
event or condition is allowed to intrude that has
any appearance of, or potential for, jeopardizing
auditor independence with respect to existing
clients."

Essentially, when an MAS engagement is in process for an

audit client, that most prudent CPAs will insure that a

special review is conducted within the accounting firm to

make sure that the auditor's independence is not
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1.

compromised. For non-audit clients, CPAs attempt to maintain an

independent role in hopes that a continuing auditor-client

relationship will emerge from the consulting work.

Mary E. Murphy, in her book, Advanced Public Accounting

Practice, suggests that:

... a CPA who furnishes management services should
answer two questions: first, Am I remaining an
advisor to management and not entering the deci-
sion-making area?, and second, Am I sure that the
audit of the financial statements will not involve
checking my own work? Unless the practitioner can
answer these two questions in the affirmative, his
independence as to furnishing an objective report
on management is in jeopardy. [Ref. 12]

Murphy's suggestion seems to provide guidance to the CPA

which will allow him or her to comply with the "indepen-

dence-in-fact" requirements of both the AICPA [Ref. 13] and

the Securities and Exchange Commission (SEC rule 2.01 of

reg. SX.). [Ref. 19]

D. MANAGEMENT CONSULTATION AND FUNCTIONAL CONSIDERATIONS

Management advisory services work does not lend itself to

a "typical plan" of office organization or clear cut set of

work methods. As a general field, MAS cannot be described

and set forth in simple steps on a "how-to-do-it" basis.

There are, however, based upon the author's research of the

subject, procedures and approaches which have been success-

* fully employed by public accountant practitioners. The

following discussion will explore the more common functional

considerations that a CPA should normally be aware of in
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relation to expansion of his or her current practice into

MAS activities. Functional considerations which will be

discussed are (1) planning for expansion; (2) internal

organization; (3) knowledge factors; (4) conducting an

engagement.

1. Planning for Expansion

Obviously, good business sense dictates that sound

management planning efforts proceed any anticipated organi-

zation, product line or service expansion program. The same

reasoning should be applied by the CPA to expansion of

services into MAS activities. A carefully thought-out plan,

tailored to the needs of the firm's clients and skills of

the public accounting firm members, under normal circum-

stances, will have the best chance of success. The litera-

ture suggests that MAS activity expansion planning consi-

derations normally are based upon the following general

approach:

a. Determine Extent of Management Advisory Services

required by Existing Clients

This determination is normally accomplished by

survey methods. Survey methods should suggest possible ways

of specializing such as by: (l) industry; (2) area of

management function; (3) Special types or areas of knowledge

and techniques; (4) Services in the area of management

controls in general systems.
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b. Assess Training, Experience and Special Interests

of CPA Firm Principles and Staff Members

This planning element would indentify the kinds

of services that could reasonably be offered in response to

client demands. It would also suggest additional training

and staffing requirements necessary to satisfy immediate

expansion. The purpose of this step is to underscore

general direction of the firm's MAS activities.

c. Chart a Long Range Plan for Improvng Individual

and Firm Abilities

The plan should build upon skills currently

available within the public accounting firm and be consis-

tant with previously agreed directions. Most plans of this

nature, usually assign responsibility for becoming

knowledgeable and proficient in specific areas to certain

key individuals. Training schedules, procurement of ref-

erence materials, and tentative "learning" client

engagements, are also made an integral part of the plan.

d. I Required, Develop a Plan for Recruitment of

Specialized Staff Members

Some firms may find the need to recruit personnel

with specialized and very specific qualifications, say for

an example - an EDP specialist. Other firms may find it

desirable to hire an individual who has had general MAS

experience and assign him or her as an MAS department head.

In either case, a staffing plan should be developed to
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reflect timing of recruitment actions along with specific

qualifications for the position(s) to be filled.

e. Prepare an Office Program Engagement Schedule for

Prospective Client MAS Engagements

A schedule of all tentative MAS engagements

should be made which graphically illustrates all prospective

clients, types of services to be performed, critical mile-

stone dates and personnel assignments. This schedule is

used to plan day-to-day MAS efforts and provides a basis for

per for mance measurement.

The above planning approach is broad in nature and would

have to be refined in a manner conducive to requirements of

an individual public accounting firm. Without an expansion

plan, the author feels that the eventual success of CPA

regarding MAS engagements may be subject to high

uncertainty.

2. Internal Organization

Specific internal organization, like MAS, varies

considerably between public accounting firms. In total,

however, those CPA firms which carry out a substantial

amount of MAS services normally set up a separate department

within the organization. [Ref. 3 ]The "MAS Department" is

assigned its own working space to facilitate exchange of

information and ideas among staff members and principles.

Large practices may choose to head up the MAS department

with either a principle or senior manager (sometimes a
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non-accountant professional.) Regardless of who heads up

the department, regular meetings are held between principles

and MAS staff to discuss engagement(s) progress, personnel

assignments, quality of work and additional training

requirements.

In the small office establishment, a separate MAS depart-

ment is seldom found because of the impracticableness.

Small firms, like the large public accounting firms, often

hire specialists to help carry out MAS activities. Re-

cently, there has been a trend for one or more small CPA

firms to combine MAS staff resources into a professional

corporation. The professional corporation allows individual

CPAs to draw from a common pool of MAS resources and take

advantage of management benefits derived from increased

economics of scale.

Both large and small CPA firms involved with MAS typical-

ly exhibit various levels of professional responsibility.

Compensation at each responsibility le,:?l is compatible to

that encountered at similar levels in other professions and

in top management in industry. Common levels of

responsibility within large MAS firms are:

a. Staff Consultants

They represent the first level of responsibility

and are often the least experienced in the consulting en-

vironment. Most are formally educated and possess unique
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skills prior to joining a firm. A person will spend from

one to four years in this position.

b. Senior Consultants

A senior consultant represents the second step in

the responsibility ladder. A "light" senior may supervise

other consultants, while a "heavy" senior may be in charge

of several engagements.

c. Managers

A manager is at the third level of respons-

ibility. He or she is responsible for planning, supervising

and completing all MAS engagements. The manager provides

day-to-day contact with client representatives and is

normally responsible for determining engagement resource

requirements, client follow-up and spotting possible new MAS

engagements.

d. Partners or Principles

The partner or principle is at the highest level

of the MAS/CPA organization and is responsible for overall

engagement definition and planning. The partners or princi-

ples are the "public relations" element of the firm. They

insure that MAS capabilities of the firm are made available

in the potential client marketplace. [Ref. 2 ] CPA firms

organized with inclusion of "MAS partners" typically insure

that these individuals have extensive administration, educa-

tional and developmental responsibilities. Only rarely do

47



MAS partners become the senior partner in charge of an

office of the firm. [Ref. 31

3. Knowledge Factors

There are presently three major bodies of knowledge

supportive of the MAS consultative process. [Ref.3 ] The

three major bodies of knowledge which a public accountant

involved in MAS activities must be aware of comprise certain

"component" bodies of knowledge. [Ref.2] The major and

component bodies of knowledge are as follows:

Major Body of Knowledge Component Bodies of Knowledge

1. General knowledge, - How the CPA profession operates
including the Consulting - How Business Operates and is
Ar t. ma nged

- Unique characteristics of Pub-
lic Sector Entities

- Communication
- MAS Practice and Engagements

Character ist ics

2. Knowledge of Organi- - ExecutivePlanning, Implemen-
zational Functions and tat ion, and Control
Technical Disciplines - Finance and Accounting

- Electronic Data Processing
- Operations
- Human Resources
- Marketing
- Management Science

3. Knowledge of Industry - Industry
and the Public Sector - Governments and Not-for-Profit

Organ izat ions

Concepts from all three major bodies of knowledge may be re-

quired to perform any single MAS engagement. Summers and

Knight reveal that these bodies of knowledge are not of

equal importance or used by all MAS professionals (Ref. 2].

Among different MAS practitioners, the bodies of knowledge
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also vary in their complexity, principle means of acquisi-

tion and specific application. The bodies of knowledge

also, in terms of content and structure, are completely

independent of such factors as CPA firm size, engagement

size or complexity, and the means of service or extent of

formal documentation, as practiced by the individual CPA

firm.

In general, Summers and Knight believe that much

knowledge of MAS activities can be reduced to a form that

most consultants would recognize, and may be characterized

as the ability to:

a. Establish a relationship of confidence between

the consultant and others, including actual and

potential clients at all managerial levels.

b. Establish two-way commuication with clients and

other experts as required by the engagement.

c. Plan an engagement, from the formulation of the

proposal to delivery of final recommendations,

including appropriate documentation.

d. Assimilate information rapidly and fit it into a

reasonable explanation of the situation.

e. Be persuasive and influential in areas important

to execution of the engagement.

f. Change from one client's problems quickly and

without mental slippage, remember details, know

one's own limitations as well as those of others
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and quickly correct or adjust for them in the

engagement.

g. Develop additional skills and specializations as

or before needed and recognize and utilize skills

in others.

h. Accept professional or personal criticism,

whether fair or unfair, without feeling

threatened and deliver criticism constructively

without appearing to threaten. [Ref.2]

The author contends that the professional behavior

pattern suggested by this generalized knowledge is essen-

tially a wholesome and open one. Part of the MAS knowledge

requirements involves development of a "bedside manner," a

skill which may only be developed through provision of

service.

4. Conducting an Engagement

Conducting an MAS engagement begins with an engage-

ment letter, which sets forth a clear understanding with the

client as to specifically what the CPA's duties will include

as well as the responsibility the client's own personnel

will assume in assisting the public accountant. All agree-

ments, verbal or otherwise, should be reduced to writing and

incorporated into the body of the engagement letter.

Failure to document agreements can lead to misunderstanding

and client dissatisfaction.
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Because MAS engagements vary in scope and nature, it

is not possible to provide a general description of how one

ought to conduct an MAS engagement. There are some sound

principles which CPA's feel should be followed by the

practitioner:

a. The assignment may require that an initial survey

be made of the particular area of the client's

operation that is to be studied, in order to

clarify just what the work will involve. Then,

based upon the results of this survey, a further

program may be developed as needed.

b. The next step is to lay out as definite a work

schedule for completion of the various phases of

the assignment. This schedule should cover those

phases for which the client will assume

responsibility as well as those that you and your

staff will perform. In this connection, in any

work involving installation of a system or

program, it is a good idea to have an appropriate

person of the client's organization, probably a

junior executive, assigned to work full time with

the consultants during their assignment so that

he will have a thorough understanding of what has

been done, and why, and be able to carry on after

the coi.sultants complete their work.

c. As early as possible in the engagement, decide

whether or not there is to be a report, and if
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so, what the report is to include. This will

enable you to collect the necessary information

in the course of your work. Recognize that the

preparation of reports in this kind of consulting

work can be time consuming and expensive, but, of

course, reports have great value. They not only

summarize for the client what you have done, and

your recommendations - they also serve to put on

record the firm's experience and techniques in

the particular kind of work involved. Such re-

cords can be highly useful within the firm in the

event of similar engagements in the future. A

well organized report is a very good guide for

the writing of other reports for similar

ass ignments.

d. During an assignment of any duration, regular

reports on progress should be made, at least

verbally, to the client. A definite scheduled

weekly report is a good way to accomplish this.

e. If the engagement involves development and in-

stallation of procedures or systems that the

client is expected to carry on, it is advisable

to arrange for periodic follow-up visits,

following completion of the installation, to iron

out the inevitable "bugs" and to see that the
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client's personnel are following through and

carrying out instructions as they should.

Without such follow-up, many a well designed

system has failed to operate properly, with

attendant unsatisfactory reflection on the

competence of the consultant.

f. Be sure that you have done a thorough job on

"selling" the client's personnel on what you are

proposing on installing, starting with the man at

the top. Resistance to change is natural, and

without cooperation of the client, little can be

accomplished.

g. An early agreement, probably at the time of

making arrangements for the engagement, should be

reached with the client on the method of billing

the work - including rates to be charged, how

often bills will be rendered, and an estimate of

the total cost. Since it may be difficult to

forecast the stopping point for work of this

kind, it frequently is advisable to arrange

montly billing for services rendered to date.

Billing rates should be set so as to reflect the

high caliber of staff required for this type of

work, the extensive training necessary to equip

the staff with improved techniques, and the

partner's supervision necessary to assure the
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client that the broadest experience of the firm

is utilized in dealing with his problems. [Ref.l3

E. SUMMARY

This chapter has attempted to review the domain of

management advisory services from the viewpoint of how the

public accountant can expand his or her activities to accom-

modate client organizations' external consultant needs.

Although the discussion was limited to a survey of consider-

ations relative to management advisory services, it is hoped

the reader has been provided with meaningful insight into

common methodology, techniques and professional qualifica-

tions necessary for successful CPA endeavors relative to

MAS.

Given complex operating environments, CPA client organ-

izations will need to undergo major changes in an effort to

provide products and/or services in a more effective and

efficient manner. In all probability, client demand for MAS

will increase in order to facilitate organizational changes.

The sole proprietor CPA, if adequately trained and willing

to increase his or her range of accounting services, may

stand to benefit greatly from the. offering of MAS. Ques-

tions related to the willingness of sole proprietor CPA

firms to expand their present activities, as well as issues

pertaining to MAS in general, will be discussed in the next

chapter. The next chapter addresses the results of the sole

proprietor CPA firm survey.
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III. RESEARCH PROCEDURES

A. INTRODUCTION

This chapter is directed towards the research methodology

employed in support of the central research objective dis-

cussed in Chapter I. Specifically, this chapter provides a

comprehensive overview of the methodology used to determine

the willingness of sole proprietor Certified Public Account-

ing (CPA) firms to expand current Management Advisory

Services (MAS) activities and to also deal with resultant

recommendations pertaining to the possible future direction

and evaluation of these activities. Presented in this

chapter, is an author developed questionnaire survey used to

gather data relative to the extent and nature of sole

proprietor CPA firm MAS engagements. In addition, questions

asked during indepth interviews with selected sole

proprietor CPA practitioners and academicians have been

presented, along with the rationale for asking them.

The information gained during these interviews, as well

as data obtained from the questionnaire, will be presented

and analyzed in the next chapter. Specific conclusions with

recommendations concerning the relevance of the data, to

both existing and future sole proprietor CPA firm MAS

practices, will be detailed in the final chapter.
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B. SURVEY QUESTIONNAIRE

The following discussion of the author developed ques-

tionnaire attempts to focus on three interrelated survey and

data collection issues: the methodology employed; the

measures utilized; and the basis for sample selection.

Aspects of these issues, which the author feels are im-

portant for the readers understanding of the analytical

procedures, are described below. Sampling considerations

pertaining to the personal interviews are discussed later in

this chapter.

1. Methodology Employed

A survey was conducted by sampling randomly selected

sole proprietor CPA firms via a mailed questionnaire (Appen-

dix C). In addition to background data on the public

accounting firm and its staff members, the questionnaire was

designed to gather data concerning the organizational struc-

ture, client base composition and range of services germane

to the specific organizations surveyed. The questionnaire

was also structured in a manner to permit gathering of data

related to the respective firm's assessment of their past

and anticipated MAS engagement growth rates, the magnitude

of client demand for MAS, the use of advertising for

professional services and the willingness to refer clients.

Table III-1 summarizes the characteristics or attributes

of the CPA firm organization or professional services being

measured by each question of the questionnaire. In Table
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111-2, the attributes being measured by each question have

been grouped according to their specific area of general

interest to the" author i.e., respective accounting firm

background, organizational structure, client base com-

position, etc.

2. Measures Utilized

Questions numbered 1, 2, and 7 of the sole pro-

prietor CPA firm questionnaire which measured organization

background information used a nominal scaling measurement

technique for the purpose of categorization. No ordering

among categories is implicit in this type of measurement.

The purpose of the questions was to enable a segregation of

data by groupings, such as public accountants certified in

the State of California vs. those public accountants certi-

fied elsewhere, or CPAs with a business education background

vs. those CPAs with a more technical education background.

This type of analysis, was attempted for the purpose of

validating the potential influence of general organization

background considerations on the scope and extent of MAS

offered. Due to their straight-forward objective approach,

this author feels, that the responses to such questions were

not biased.

Questionnaire items numbered 3, 4, 5, 6 and 12 were also

based upon a nominal scaling measurement technique. The

questions were designed to measure organizational struc-

ture attributes of sole proprietor CPA firms. The
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TABLE III-1

KEY TO SOLE PROPRIETOR CPA FIRM QUESTIONNAIRE

(In utilization of the following information refer to

Appendix C)

CHARACTERISTIC/ATTRIBUTE QUESTION NUMBER

* Professional accreditation ............................. 1
* Age of firm's practice ...... ... .......... .......... 2
* Degree of practice decentralization .................... 3
* Size of professional staff .................. .......... 4
* Extent of staff dedicated to MAS ....................... 5
* Extent of professional staff dedicated to MAS .......... 6
* Nature of proprietor's education ....................... 7
* Nature of client ownership type ........................ 8
* Size of client operations .............................. 9
* Extent of total firm service specialization ........... 10
* Scope of total firm MAS activities .................... 11
* Degree of MAS function separation .................... 12
* MAS billing method ................................. . 13
* Past MAS growth rate .................... *............. 14
* Projected MAS growth rate ............................. 15
* Relative desire to increase range of MAS ............. 16
* Relative desire to increase client base through MAS...17
* Extent of factors limiting MAS activity expansion..... 18
* Extent of MAS specialization ................ 19
* Nature of MAS specialization .................. 2
* Degree of client MAS recognition .................... 21
* Degree of client education efforts .................... 22
* Nature of professional service advertising ............ 23
* Impact of professional service advertising on total

services ........................................... 24
* Impact of professional service advertising on MAS

activities .......................................... 25
* Relative desire to refer clients............2
* Range of reasons for not referring clients .... .. 27
* Relative desire to specialize in MAS ........... ... 28
* Relative assessment of proprietors MAS qualifi-

cations ........................................ . . 29
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COMPARISON OF AREAS OF GENERAL INTEREST TO SOLE pROPRIETOR
CPA FIRM QUESTIONNAIRE

TABLE 111-2

(in utilization of the following information refer to Appen-

dix C)

AREA Or CNRATCERISTIC/ QUESTION

GENERAL INTEREST ATTRIBUTE NUMBER

* Organization * Professional accreditation ....... 1
Background * Age of firm's practice ........... 2

* Nature of proprietor's education.7

* Organizational * Degree of practice decentraliza-
structure tion ........................... 3

Size of professional staff ....... 4
Extent o staff dedication to

14S...........................5
* Extent of professional staff dedi-

cation to MAS .................. 6
* Degree of MAS function separa-

tion .......................... 12

* Client base * Nature of client ownership type..8
* Size of client operations........9

* Range of profes- * Extent of total firm service
sional services specialization ................ 10

* Scope of total firm MIS activi-
ties .......................... 11

* MRS billing method .............. 13
* Degree of MRS specialization .... 19
* Nature of HAS specialization .... 20
* Relative assessment of pro-

prietor's M S qualifications..29

* W"S activity + Past 8 growth rate ............ 14
growth rate * Projected MRS growth rate ....... 15

* Pclative desire to increase range
of MAS ........................ 16

* Relative desire to increase
cl4ent base through MAS ....... 17

* ?.t-nt of factors limiting MS
activity expansion ........... 18

* Relative desire to specialize in
MR ........................... 28

* Client demand for * Degree of client WRS recoqnition.21
HAS * Degree of client education ef-

forts .......................... 22

* Advertising of * Nature of professional service
services advertising ................... 23

* Impact of professional service
advertising on total services..24

* Impact of professional service
advertising on MAS activities..25

* Client referral * Relative desire to refer
clients ........................ 26

* Range of reasons for not refer-
ring clients ................... 27
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respondents were asked to select from a finite number of

choices, organizational structural aspects which were unique

to their firm's operation. Again, the author does not feel

that the response to such questions were biased because of

their straight-forward objective nature.

Question numbers 8 and 9 were formulated to measure the

sole proprietor CPA firm's client base composition attri-

butes. These two questions were based upon an ordinal scale

of data measurement. This form of measurement ranks objects

or situations from the smallest to the largest or from the

lowest to the highest. In this case, the questions are

intended to measure two specific client base composition

attributes; that is, the client organization ownership type

as well as the relative client organization size. Bias may

have resulted from interpretation of the client situations.

It also may have been difficult for some sole proprietor

CPA's to accurately express from memory just to what degree

their clients are organized and/or the exact size of the

client's operation.

Questionnaire item numbers 10, 11, 13, 19 and 29 measured

the range of professional service attributes of the sole

proprietor CPA firm practice. With the exception of ques-

tion number 10, the nominal scaling measurement technique

was employed for the purpose of categorization of various

data attributes. Again, there was no attempt to order among

the categories with this type of measurement device. In
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question number 10, there was an attempt to order a specific

range of professional service attributes. It may have been

possible to bias the data obtained from question number 10

because of an inaccurate personal perception of definitive

terms used in the body of the question. For example, two

CPAs may have interpreted the word "roughly" different in

this question. All questions may have been subject to this

bias, even though an attempt was made by the author to

reduce such ambiguities. Question number 10 may also have

been biased, in that, the respondents were not asked to

verify requested "percentages" through a search of their

firm's records.

Question number 20 also looked at the range-of profes-

sional attributes; however, the question was open-ended in

nature and subjective. It was designed to solicit a re-

sponse which dealt with the actual areas of MAS specializa-

tion. A response was predicated on the respondents "yes"

answer in question number 19 (a nominal scale range of

professional attributes question). The intent of this ques-

tion was to augment the specified fixed range of profession-

al services contained in question number 11. Although the

responses were subjective, they should provide valuable

insight into propositions regarding the range of MAS

services.

Question numbered 14-18 and 28 were developed on the

basis of three different forms of information and attribute
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data measurement techniques. All of these questions were

designed to address aspects of MAS activity growth rate in-

formation or attributes. Questions numbered 14, 15 and 28

employed the nominal scaling technique. There was no basis

to categorize data required of questions 14 and 15. Ques-

tion number 28, which addressed the desire of CPA firms to

specialize, could have been based upon an interval scale

measurement technique in order to assess the degree of

desire to specialize. For questionnaire brevity purposes;

however, the author chose to use a nominal data measurement

scale. Questions numbered 16 and 17 were based upon an

interval scaling form of measurement (10 point Likert

scale). In this type of measurement, objects are not only

ordered with respect to some measured attribute, but the

intervals between adjacent points on the measurement scale

are equal.

Questions numbered 16 and 17 were not pretested or

validated. It may have been possible for the responses to

these questions to be biased. The social desirability could

have prompted an accounting practitioner to respond in a

manner which the individual believes is compatible with his

or her professional society's "stated position." It may

also be that, the accounting practitioner had never before

given considerable thought to issues addressed in the ques-

tions pr'or to receipt of the questionnaire. The indivi-

dual's response may strictly be intuitive and without much
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prior conviction. This type of bias is also possible with

questions 15, 18, 22, 25, 26, 28 and 29.

Question number 18, which as mentioned before also

address MAS activity growth rate information or attributes,

is essentially an open ended question designed to identify

limiting factors relative to expansion of MAS activities.

The responses, were in part, purely subjective. They do

however, help define the extent of service expansion

li nitations.

Questionnaire items 21 and 22 attempt to measure client

demand for MAS attributes through the use of a nominal

scaling technique. The purpose of these two questions was

to provide a categorization of data with regard to the

degree of sole proprietor CPA firm client's recognition and

understanding of MAS. Question number 22 may have resulted

in some degree of bias because it essentially deals with a

professional "judgement" issue. Based on a literature re-

view by the author, professional accounting protocol sug-

gests that practitioners should "educate" clients concerning

service skills and benefits.

Questions numbered 23-25 deal with advertising of ser-

vice attributes. Nominal measurement scales were used. In

the opinion of the author, the data may have been biased due

to the difficulty experienced by firms in substantiation of

gains (positive or negative) resultant from advertisement

endeavor6s.
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Questions numbered 26 and 27 look at the last area of

general survey interest, specifically, client referral at-

tributes. Question number 26 is based upon a nominal

scaling method and is unbiased due to its objective nature.

Question number 27, on the other hand, is open-ended and

subjective. This question attempts to extract bonafide

practitioner reasons for not making client referrals.

3. Basis for Sample Selection

The survey questionnaire was sent to 300 randomly

selected sole proprietor CPA firms within the State of

California. These firms were selected from a total popula-

tion of sole proprietor CPA firms which numbered 3,047.

Firm names were drawn by a random selection process from the

California Societ! of Certified Public Accountants, Direc-

tory of Members, August 1980, "CPA firms and Proprietors."

rRef.151 In selecting which sole proprietor CPA firms would

receive the survey questionnaire, it was decided for the

sake of temporal and financial considerations, to limit

sampling to the State of California. Random sampling of a

finite population within the boundaries of California was

thought by the author to be statistically sound because of

the State's diversity of client organizations and the

operational mode of CPA firms who serve them.

The author of this thesis determined that sample results

could, with a reasonable degree of certainty, be projected

to other sole proprietor firms throughout the remainder of
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the United States. It was also determined by this author,

that a minimum of 35% of the sample population should have

been sufficient to ensure reliability of that data results.

A 50% response is typical in social science research. (Ref.

16 1 Based on two previously related surveys; however, ore

conducted by the Roper Organization (Ref. 4] and the other

by an AICPA, "MASBOKE" task force, response rates of which

were 46% and 28% respectfully, the author felt that a 35%

expected return rate would provide a statistically signifi-

cant sample. Anonymous replies were solicited and respon-

dents were told that all information provided by them would

be considered confidential. Surveyed firms were provided

the opportunity to indicate to the researcher, the 4 r desire

to be sent a summary of the survey results.

C. SURVEY INTERVIEWS

The discussion will now review sampling done through

personal interviews. Specifically, the discussion will

address three overall data collection considerations: the

premise for personal interviews; the nature of questions

asked of practitioners; and the nature of questions asked of

academicians.

1. Premise for Personal Interviews

Indepth interviews were conducted with selected sole

proprietor CPA practitioners and accounting academicians.

These interviews were conducted in addition to and after the

survey questionnaires were returned. The use of this type
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sampling tool was premised upon the author's view that

indepth interviews would allow discussion of various ques-

tions and points of interest not permitted within the

limited framework of the questionnaire. Questions were

verbally directed to practitioners in order to get a "feel"

for issues of a general nature such as the desirability of

specific firms to satisfy client management advisory de-

mands, and the practitioner's view of ethical considerations

germane to MAS. Those questions of a general nature, which

were verbally asked of academicians, were intended to gather

data related to current professional accounting curriculumo

as well as the degree of emphasis placed on development of a

student's MAS skills.

All questions directed towards the respondents dur 4 ng the

inteview were of the open- ded type. The author realized,

that with this type of question, the data would be more

difficult to analyze and generally less amenable to statis-

tical testing than data from fixed alternative (i. e.

nom'nal, ordinal or interval scaling measurement) type ques-

tions. It was thought; however, that the open-ended format

could permit the author to tap the respondent's perception

of the research topic and allow for additional probing by

the interviewer. Also, with the use of open-ended ques-

tions, the author believed he would be better able to per-

ceive when a question was misunderstood, allowing him the

opportunity to repeat it or otherwise aid in its
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clarification. Open-ended questions coupled with person-to-

person interviews allowed the author to explain in more

detail the purpose of the study and its significance. The

interview survey method was intended to complement the more

objective questionnaire, not to supercede it.

2. Nature of Questions Asked of Practitioners

The general nature of the questions asked was

directed towards facilitation of a discussion. They were

broad and designed to add "color" or dimension to the "black

and white", skeletal objective questionnaire. Essentially,

the interview discourse centered around the following

questions:

a. Do issues related to "professional ethics" and

the CPAs requirement for "4ndependence" influence

the choice to offer and/or limit MAS activity?

If so, what are the central issues and to what

degree do they limit MAS activity?

b. Are CPA practitioners adequately prepared by

formal education or work experience to handle a

wide range of MAS functions? If not, where can

educational or work experience learning efforts

be strengthened?

c. Do sole proprietor CPA firms really "know" their

client organizations sufficiently enough for them

to be in a position to offer a wide range of MAS

or should the scope of services be limited to
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issues relevant to accountant's understanding of

the clients' operations?

d. Do sole proprietor CPA firms differ with respect

to how they define or perceive what constitutes

MAS? That is, does the term MAS have a common

and finite meaning between CPA practitioners?

e. Assuming that MAS included services other than

audits, tax work, mainta'ning accounting records

and preparation of financial statements, are CPAs

willing to expand their activities into manage-

ment advisory areas? If not, what are the

reasons?

f. Is there a general willingness for sole proprie-

tor CPA firms to refer their clients for manage-

ment advisory needs? If not, what are the major

reasons for not doing so?

g. Have professional accounting organizations

(AICPA, California Society of CPAs, etc.) played

an acceptable role in MAS standards setting. If

not, how can standards be improved?

3. Nature of Questions Asked of Academicians

The author's data gathering interviews with academi-

cians concentrated on the following general questions:

a. Currently, do public accounting curriculums ade-

quately prepare students, at the bachelor degree

level, to assume a meaningful professional role
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in MAS? Do accounting curriculums at the masters

degree level adequately prepare students for MAS

roles? If curriculums at either level lack

adequacy, what improvements should be made?

b. Are courses which are related to MAS, such as

management sciences, electronic data processing,

personnel, etc., offered to students on a purely

"elective" basis or are they "built in" to the

standard accounting curriculum?

c. Are students at the bachelors or master degree

levels provided specific knowledge pertaining to

how the CPA profession operates, how one might

conduct a MAS assignment and what MAS standards

and procedures are currently followed by

practitioners?

d. Are individuals who graduate from an accounting

program better qualified to move into MAS areas

than individuals who graduate from a general

business or general management program?

e. Should colleges and universities attempt to

develop programs which allow students to special-

ize in a specific area of MAS or should these

programs be designed to produce MAS generalists?

f. From an academic institution perspective, is

there a general problem with the definition of
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MAS? Is there a general consensus regarding what

should be included in the scope of MAS?

D. SUMMARY

In this chapter the author has attempted to outline for

the reader, the research methodology employed and the basis

for its use in support of the study efforts. Specifically,

this chapter has provided an overview of the methodology

used to assess the willingnes of sole proprietor CPA firms

to expand their current range of MAS activities, and to

address resultant recommendations concerning the possible

future direction and evolution of these activities. The

author provided a review of both the questionnaire and

personal interview sampling tools, along with an explanation

for their design, use and possible statistical shortcomings.

In the next chapter, the author discusses the analysis of

the data captured by these sampling devices. Answers

relating to the returned questionnaires and personal inter-

view questions will be presented, discussed, compared and

analyzed. Differences in key questions, asked of the survey

respondents and which were similiar to questions asked in

previous studies, are been highlighted for the sake of

comparison. Potential problems pertaining to MAS expansion

will also be identified.
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IV. RESEARCH FINDINGS

A. INTRODUCTION

The purpose of this chapter is to present an analysis of

data which was captured by the sampling methods discussed in

the previous section of thiz. thesis report. Information

provided by the survey questionnaires as well as personal

interview questions have been presented, discussed, compared

and analyzed. As was mentioned in the previous chapter,

significant differences in key questions asked of the survey

respondents and which were similiar to questions asked in

previous studies have been highlighted for the sake of

comparison. Potential problems pertaining to Management

Advisory Services expansion have also been identified;

however, conclusions and recommendations regarding these

aspects have been deferred to the final chapter.

The emphasis of this chapter is limited to an analysis of

the compiled data. There has been a conscious attempt by

the author to minimize inference statements pertaining to

the findings. The reader should be aware that this report's

findings do not rely on a rigorous statistical analysis of

the data content. For simplicity and conciseness of under-

standing, the author has chosen to present the research

findings through the use of descriptive summaries, figures

and tables.
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B. SURVEY QUESTIONNAIRE FINDINGS

A review of the author's questionnaire findings, along

with an analysis of the related data, have been keyed to the

following general considerations:

i. Degree of Questionnaire Response.

2. Organizational Background Analysis.

3. Organizational Structure Analysis.

4. Client Base Composition Analysis.

5. Range of Professional Service Analysis.

6. MAS Activity Growth Rate Analysis.

7. Client MAS Demand Analysis.

8. Services Advertising Analysis.

9. Client Referral Analysis.

With the exception of the "Degree of Questionnaire

Response", the above considerations have been keyed directly

to those general areas of questionnaire interest, which were

identified in the previous chapter dealing with the research

methodology. Considerations pertaining to the analysis of

personal interview questions are discussed later in this

chapter.

1. Degree of Questionnaire Response

The author's sole proprietor CPA firm questionnaire

was mailed to 300 randomly selected California public

accounting firms on 23 October 1981. Prospective respon-

dents were allowed 10 days from receipt of the questionnaire

to review it, answer the questions asked and return it to
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the researcher via a pre-addressed envelope. By 6 November

1981, the author had received a total of 94 completed ques-

tionnaires. There were no further responses after this

date.

The original sample size was reduced by a total of 16 due

to the apparent relocation or disestablishment of certain

practices. The postal authorities indicated that these 16

firms did not have forwarding addresses. Because of time

constraints imposed on the author's research efforts, there

were no attempts made to sample 16 additional firms.

Accordingly, the sample size was reduced to a total of 284.

A total of six unanswered questionnaires were received and

anotated by the respondent regarding his or her intention of

retiring from active practice. These six responses did not

reduce the revised total sample size of 284 and were

considered as non-responsive in all respects.

The 94 valid responses, coupled with the reduced sample

size totaling 284 resulted in a net survey response rate of

33 percent. Computations used to determine this rate have

been provided below in Table IV-l. The actual 33 percent

response rate fell short of the expected 35 percent response

rate. The author feels that the actual response rate is

sufficient enough to permit statistically discernable

inferences to be made from the data provided.
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TABLE IV-l

- SOLE PROPRIETOR CPA FIRM SURVEY -

QUESTIONNAIRE RESPONSE RATE

Total number of questionnaires mailed: 300

-Less; number of questionnaires marked

"Return to Sender": (16)

Total sample size: 284

-Less; number of non-responses to
survey: (190)

Total number responding to survey: 94

Survey response ratio: 94 - 283 = .3309
(say) = 33%

2. Organizational Background Analysis

The findings related to the general organizational

background of those sole proprietor CPA firms surveyed,

assess the overall nature and extent of the practitioner's

professional accreditation, experience levels and formal

education. Information pertaining to the general organiza-

tional background aspects was provided by questions numbered

1, 2 and 7.
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Question number 1 asked: "Are you a CPA in the State of

California?" and requested the respondent to list any "Other

accreditation (name)", that he or she may hold. One hundred

percent (N-94) of those responding to this question answered

"Yes" they were a CPA in the State of California. c the 94

respondents, a total of four percent indicated that they

held other accreditations in addition to the State of Cali-

fornia certification to practice public accounting. Two

individuals stated that they were also CPAs in the State of

New York. One individual noted that he was also a CPA in

the State of Nevada. None of the respondents listed ac-

creditations other than that of a CPA. There were no ref-

erences made to other professional certifications such as

those for a registered professional engineer or licensed

lawyer.

Question number 2 asked: "For what period of time has

your firm or its predecessor been in business?" Answers to

this question have been presented in summary fashion in

Table IV-2 for the 94 respondents. Table IV-2 shows the

* Irange of total years; the number of respondents reporting

the age of their practice; and the percentage of total

sample reporting the specific range of practice age. Table

IV-3 provides a comparison of prac-tice age for sole pro-

prietor CPA firms responding to question number 2 with that

of practice ages determined by the Roper Organization, Inc.

August, 1979, CPA survey of MAS practices. [Ref. 4 1 The
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"Roper" survey sampled all sizes of practice units with the

exception of the largest 50 firms. This survey mailed 2504

questionnaires to CPAs and produced 1,152 responses. Table

IV-3 depicts the range of total years of practice and the

percentage of total sample reporting. Responses to the

author's "20 years up to 30" and "30 years or more" time

categories listed in question number 2 have been combined

into a range of "20 years or more." This combnation was

made in order to facilitate comparison between the two

surveys.

In question number 7, survey data were collected from

respondents on the prevalence of degree fields and highest

degree earned by sole proprietor CPA practitioners. Ninety-

six percent (N=90) of those individuals responding to the

survey indicated the type and level of degree. These

responses have been summarized in Table IV-4. From the

summary, it appears that the largest class of degrees held

by the respondents is the bachelor's degrees, followed by

the master's degrees and ending with the doctorates as the

smallest class. Among the bachelor's degrees, the field of

accounting was most predominant. Within the master's

degrees, business (other than accounting) was reported the

most. The field of law ranked highest in the doctorates'

class.

In terms of total percentages of those surveyed, six

percent indicated they did not have a formal college degree.
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TABLE IV-2

- SOLE PROPRIETOR CPA FIRM SURVEY -

RANGE OF FIRM PRACTICE AGE

RANGE OF TIME NO. OF RESPONSES %OF TOTAL

Less than 5 years 19 20%
5 years up to 10 years 25 27%
10 years up to 20 years 21 22%
20 years up to 30 years 18 19%
30 years or more 1I 12%

RANGE OF FIRM'S PRACTICE AGE: COMPARISON

OF AGGREGATE CPA ORGANIZATION TYPES

WITH STRICTLY SOLE PROPRIETOR CPA FIRMS

TABLE IV-3

RANGE OF TIME % OF TOTAL

(ROPER SURVEY) (AUTHOR'S SURVEY)

Less than 5 years 14% 20%
5 years up to 10 13% 27%
10 years up to 20 27% 22%
20 years or more 44% 31%

77



Conversely, 88 percent of the respondents had, as a minimum,

a bachelor's degree. Degree levels for 51 percent surveyed

were limited to a bachelor's degree; 29 percent had a

bachelor's plus a master's degree; and 4 percent had

received degrees up through the doctorate level. The

various levels of degrees held by the respondents have been

summarized in Table IV-5. In Table IV-6, the levels of

degrees held by respondents are compared to the degree

fields.

TABLE IV-4

- SOLE PROPRIETOR CPA FIRM SURVEY -

EDUCATIONAL BACKGROUND

DEGREE FIELD *DEGREE LEVEL

B M D

-Business (accounting) 70 9 -
-Business (management) 2 4 -
-Business (financial) 1 9 -
-Business (marketing) - 2 -
-Economics (other than industrial) 2 1 -
-Engineering (other than industrial) 1 - -
-Liberal arts/Humanities 2 - -
-Behavior sciences 2 - 1
-Other:

• Physics 1 - 1
• German 1 - -
• Nursing 1 - -
• Political science - 1 -
• Taxation - 5 -
• Law - - 3

*B = bachelor's
M a master's
D - doctorate

7.3
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TABLE IV-5

- SOLE PROPRIETOR CPA FIRM SURVEY -

LEVEL OF FORMAL DEGREES HELD

LEVEL OF DEGREE HELD NO. OF RESPONSES % OF TOTAL

-No college degree 6 6%
-Bachelors only 48 51%
-Bachelors & Masters 27 29%
-Bachelors, Masters and

Doctorate 4 4%

TABLE IV-6

- SOLE PROPRIETOR CPA FIRM SURVEY -

NATURE OF FORMAL DEGREES HELD

DEGREE FIELD (B) % OF TOTAL

-Business (accounting) 87%
-Business (management) 1%
-Economics 3%
-Engineering (other than industrial) 1%
-Liberal arts/humanities 3%
-Behavior Sciences 1%
-Other (Physics, German, & Nursing) 4%

DEGREE FIELD (M) % OF TOTAL

-Business (accounting) 30%
-Business (management) 11%
-Business (financial) 33%
-Business (marketing) 7%
-Other (Political Science & Taxation) 19%

DEGREE FIELD(D) % OF TOTAL

-Behavior Sciences 25%
-Other (Law) 75%
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3. Organizational Structure Analysis

Questions numbered 3, 4, 5, 6 and 12 provided

findings pertaining to the general -rganizational structure

characteristics of those sole proprietor CPA firms surveyed.

These findings assess basic structural considerations such

as the degree of a firm's practice decentralization, the

size of the professional staff, extent of both professional

and non-professional staff dedicated to the provision of

MAS, as well as the extent of MAS function separation within

firm's organization.

Question number 3 asked: "How many separate offices does

your firm maintain?" The respondents were permitted to

indicate if they maintained "1" office; "2 or 3" offices; or

"4 or more" offices. Ninety-Nine percent (N=93) of the

total 94 survey respondents provided an answer to this

question. Of those responding, 90 percent maintained only

one office; 9 percent maintained two or three offices; and

no sole practitioner responding maintained four or more

offices. The Roper Organization Inc., MAS survey previously

mentioned, asked their respondents to provide the same in-

formation concerning the number of offices maintained. This

survey was not limited to sole proprietor CPA firms. For

comparison sake, Table IV-7 provides a summary of results

pertaining to number of offices maintained by those respond-

ing to the "Roper" survey as well as those responding to the

author's sole proprietor CPA firm survey.
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TABLE IV-7

RANGE OF OFFICES MAINTAINED: COMPARISON OF

AGGREGATE CPA ORGANIZATION TYPES WITH

STRICTLY SOLE PROPRIETOR CPA FIRMS

NO OF OFFICES MAINTAINED % OF TOTAL

(ROPER SURVEY) (AUTHOR'S SURVEY)

1 79% 90%

2 or 3 18% 9%

4 or more 2% 0%

Question number 4 asked: Approximately, how many

individuals in your firm (in all offices) render

professional services, of any kind (independent audits,

income tax work, or management advisory services)?" Answers

to this question was provided by 100 percent (N=94) of the

survey respondents. These answers have been summarized in

Table IV-8.

An assessment of the number of individuals actively

engaged in delivery of MAS was obtained through question

number 5. In this question, practitioners were asked: "How

many individuals within your firm devote more than 50 per-

cent of their productive time to management advisory ser-

vices?" Again, 100 percent (N=94) responded to this
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TABLE IV-8

- SOLE PROPRIETOR CPA FIRM SURVEY -

NUMBER OF PROFESSIONAL SERVICE PROVIDERS

WITHIN FIRM

NO. OF PROFESSIONAL
SERVICE PROVIDERS %OF TOTAL

1 37%
2-5 48%
6-10 9%

11-25 1%
26-30
31 or more 1%

question. A large majority (81 percent) of those responding

indicated that no individual within the firm devotes more

than 50 percent of his or her time to MAS. Nine-percent

stated the one individual spends more than 50 percent of

his/her time on MAS activities. Eleven-percent of those

responding had 25 people involved with MAS more than 50

percent of their productive time. Table IV-9 shows the

summary findings related to the number of people within the

sole proprietor firm who spend more than half of their time

on MAS functions.

Question number 6 was designed to assess the number of

PAs in the firm, excluding the principal of the firm, who

aor. involved in MAS. Question number 6 specifically asked:

.. . .4 e -als engaged in Management Advisory



TABLE IV-9

- SOLE PROPRIETOR CPA FIRM SURVEY -

NUMBER OF INDIVIDUALS INVOLVED IN MAS MORE

THAN 50% OF THEIR PRODUCTIVE TIME

NO. INDIVIDUALS %OF TOTAL

NONE 81%
1 9%

2-5 11%
6-10

11-25
26 or more

Services, how many are CPAs?" Sixty-nine percent (N=65) of

those surveyed answered this question. Of those individuals

providing an answer, 71 percent responded that one indivi-

dual was a CPA; 22 percent indicated that two individuals

were CPAs; and 6 percent indicated that three individuals

other then themselves were CPAs involved in MAS. The last

question dealing with organizational structure aspects was

question number 12. This question asked: "Are management

advisory services a separate function and a formal

department in your firm or are they incidental to and an

integral part of your overall service?" Ninety-five percent

(N-89) of those surveyed responded, all of which said that

MAS functions were "Part of overall service." Essentially,

these firms did not differentiate MAS as a separate

function.
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4. Client Base Composition Analysis

Findings related to the typical client base com-

position of those sole proprietor CPA firms surveyed were

provided by questions numbered 8 and 9. Question number 8

provided informaiton regarding the nature of client owner-

ship types; that is, it assessed to what extent clients were

organized as sole proprietorships, partnerships or publicly

owned/closely held companies. Answers to this question are

presented in summary fashion for 100 percent (N=94) of those

surveyed. Table IV-10 shows a ranking of client ownership

types by percent of total respondents who serve clients

having a specific client ownership type; the degree or

extent to which each type of client ownership type comprises

the percent of the respondent's total client base; and the

arithemetic mean plus the standard deviation for percent of

clients within each ownership type.

Table IV-10 shows that 100 percent of the respondents

surveyed deal with sole proprietorship clients and that on

the average, this type of client comprises approximately 43

percent of their total client base. Ninety-five percent of

those surveyed have clients who are organized as partner-

ships, which on the average, makes up approximately 17

percent of their total client base. Sixty-six percent of

those responding indicated that publicly owned/closely held

companies comprise on the average, approximately 26 percent

of their total client population.
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TABLE IV-10

- SOLE PROPRIETOR CPA FIRM SURVEY -

CLIENT BASE BY OWNERSHIP TYPE

RANKING OWNERSHIP TYPE % OF TOTAL % OF TOTAL
CLIENT BASE RESPONDING

1 Sole proprietorship ----------0 to 20% (21%)

(100%) mean = 43% 21 to 40% (28%)
std. deviation = 26%

41 to 60% (20%)

61 to 80% (21%)

81 to 100% ( 9%)

2 Partnership -------------------0 to 20% (67%)
(95%) mean = 17% 21 to 40% (23%)

std. deviation = 11%
41 to 60% (4%)

61 to 80% C -

81 to0% (1-0)

3 Publicly owned closely
(94%) held company ------------------0 to 20% (41%)

mean - 26% 21 to 40% (11%)
std. deviation - 24%

41 to 60% (5%)

61 to 80% (6%)

81 to 100% (2%)

Question number 9 assessed the general size of the client

population served by the sole proprietor CPA firms surveyed.

Question number 9 asked "Of your total client base, please
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indicate the relative size of these organizations from the

viewpoint of their total operating revenues." The answers

to this question have been summarized in Table IV-1l. This

summary shows a ranking of client size by percent of total

respondents who serve clients within a specific operating

revenue range; the extent to which each client operating

revenue range comprises the percent of the respondent's

total client base; and the arithmetic mean plus the standard

deviation for percent of clients within each client

operating revenue range.

As can be seen in Table IV-l1, 85 percent of those

surveyed deal with clients in the operating revenue range

between $0 to 100,000 and that on the average, this size of

client organization comprises approximately 28 percent of

the CPA's total client base. Eighty-four percent of those

surveyed have clients operating revenues in the $100,000 to

$500,000 range, which on the average, accounts for approxi-

mately 30 percent of their total client base. Seventy-one

percent of the respondents have clients with operating

revenues ranging from $500,000 to $1,000,000 and on the

average, this size client constitutes approximately 21 per-

cent of the total client population. Sixty-nine percent of

the CPA firms surveyed indicated that they deal with client

firms having operating revenues of $1,000,000 to $10,000,000

and on the average, this size client makes up approximately

22 percent of the total client base. Twenty-eight percent
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noted that they handle clients with operating revenues over

$10,000,000 and that on the average this size of client

comprises 12 percent of their total client population.

Question number 9 assessed only client size in terms of

operating revenues. Data pertaining to other client size

measurement factors such as, the number of people employed,

units produced, customers servered, etc., were not addressed

in the questionnaire.

5. Range of Professional Services Analysis

Findings regarding the general range of the sole

proprietor CPA firm's professional services; the extent of

the public accounting firms total service specialization;

the scope of MAS activities; the MAS billing methods used;

the degree of MAS activity specialization; the nature of MAS

activity specialization and; the assessment of the practi-

tioner's qualifications relative to provision of MAS were

provided by questions numbered 10, 11, 13, 19, 20 and 29.

Question number 10 asked: "Roughly what percentage of

your firms total professional time is accounted for by each

of the following functions below (Percentages should add to

100%)?" Those surveyed were asked to note the percentage of

their time dedicated to; "Audits," "Taxes," "Accounting

Services (maintaining accounting records and preparation of

financial statements)", "Management Advisory Services" and

"Other Services." Eighty-one percent (N-76) of those sur-

veyed answered question number 10. The total question
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TABLE IV-11

- SOLE PROPRIETOR CPA FIRM SURVEY -

CLIENT BASE BY SIZE

RANKING CLIENT OPERATING % OF TOTAL % OF TOTAL

REVENUES CLIENT BASE RESPONDING

1 $0 TO $100,000. 0 to 20% (44%)

85%) mean - 28% 21 to 40% (21%)
std. deviation a 25%

41 to 60% (7%)

61 to 80% (5%)

81 to 100% (7%)

2 $100,000. TO $500,000. 0 to 20% (28%)

(84%) mean - 31% 21 to 40% (36%)
std. deviation - 18%

41 to 60% (15%)

61 to 80% 5%)

81 to 100% ( -

3 $500,000. TO $1,000,000. 0 to 20% (40%)

(71%) mean - 21% 21 to 40% (22%)
std. deviation - 14%

41 to 60% (7%)

61 to 80% (1%)

81 to 100% ( -

4 $1,000,000. TO $10,000,000 0 to 20% (50%)

169%) mean - 22% 21 to 40% (12%)
std. deviation - 21%

41 to 60% 2%)

61 to 80% C2%)

81 to 100% ( 3%)

5 over $10,000,000 0 to 20% (26%)

(28%) mean - 12% 21 to 40% (2%)
std. deviation a 6%

41 to 60% -)

61 to 80% (-)

81 to 100% ( -
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responses have been averaged for each function and depicted

in Table IV-ll. The five functions have been ranked

according to the percentages of total responses and compared

to responses to a similiar question in the "Roper" Survey.

The function of "Other Services" has not been broken down by

specific functional areas.

TABLE IV-12

- SOLE PROPRIETOR CPA FIRM SURVEY -

PERCENTAGE OF TIME DEDICATED TO SERVICE FUNCTION

RANKING FUNCTION % OF TOTAL % OF TOTAL
(ROPER SURVEY) (AUTHOR'S SURVEY)

4 Audits ------------------- (25%) ( 6%)
2 Taxes -------------------- (30%) (37%)
1 Accounting Services (main-

taining accounting records,
preparation of financial
statements -------------- (30%) (39%)

3 Management Advisory
Services ---------------- (10%) (13%)

5 Other Services -----------( ) (5%)

Question number 11 presented findings related to the

scope of total MAS activities for those firms responding to

the survey. This question asked the individual to "Please

indicate those component service areas of management

advisory service which your firm becomes actively involved

with by placing a check mark beside any of the 45 listed

component areas which were applicable to his/her situation.
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The 45 component areas listed were the same as those

designated as significant by 40 percent or more firms

responding to a MAS body of knowledge and examination

(MASBOKE) task forces of the American Institute of Certified

Public Accountants survey conducted in July 1974. Unlike

the author's survey, the MASBOKE study surveyed all

categories of CPA firms (i.e. professional corporations,

partnerships, etc.), some with full staffs who specialize in

MAS. Ninety percent (N=95) responded to question number 11.

The answers to this question have been summarized in Table

IV-13.

Question number 13 asked those firms surveyed to indicate

if their clients are billed for MAS as a separate charge or

as part of the total services provided without a separate

identification. This same question was also asked of those

firms surveyed by the Roper Organization, Inc. in August,

1974. [Ref. 41 Ninety percent (N=85) of those responding

to survey answered question number 13. The answers have

been summarized and compared to the findings provided by the

"Roper" survey. This summary has been shown in Table IV-14.

Thirty-four percent of those surveyed by the author's ques-

tionnaire billed for MAS separately as opposed to thrity-

eight percent of the "Roper" survey which billed MAS as a

separate charge. Fifty-six percent of those answering the

author's questionnaire billed for MAS as part of the total

service charge. Sixty percent of the "Roper" survey
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TABLE IV-13

- SOLE PROPRIETOR CPA FIRM SURVEY -

VARIETY OF MAS PERFORMED

*% COMPONENT I COMPONENT

38%accounts payable 40% inventory control

41% accounts receivable 53% lease or buy analysis

40% long-range financial

45% acquisitions, mergers, planning

and divestments 24% long-range planning

67% annual financial plan- 7% management audit

ning and budgeting 27% management controls and

16% applications software report

development 2% order entry

16% billing and credit 16% organization structure

61% cash management and policy

33% clerical systems and 33% payroll and labor dis-

forms tribution

29% clerical work methods 9% performance reporting

and simplification 12% policy and procedure

22% computer operations manuals

evaluations 24% product profitability

33% cost accounting and 24% property

allocation 13% report design and instal-

5% cost standards lation

2% customer order process- 38% return on investment

7% data comunications studies

24% economic and feasibility 22% revenue accounting

studies 20% sales forecasting, demand

17% equipment evaluation plans,

57% financial reporting 15% software evaluation

43% financing, selecting 26% systems and procedures

sources of capital design, analysis and

16% form design and in- documentation (EDP and

stallation manual)

15% fund accounting 28% system and procedures in-

63% general accounting stallations (EDP and

6% goals and objectives manual

9studies III systems test and conver-
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respondents indicated that MAS charges were not separated

and included in the total accounting services bill.

TABLE VI-14

MAS BILLING METHOD: COMPARISON OF AGGREGATE

CPA ORGANIZATIONS TYPES WITH STRICTLY SOLE

PROPRIETOR CPA FIRMS

MAS BILLING METHOD: % OF TOTAL

(ROPER SURVEY) (AUTHOR' S SURVEY)

As a seperate charge 38% 31%

As part of total service
without separate identifi-

cation 60% 59%

Question number 19 asked: "Does your firm tend to

specialize in certain areas of Management Advisory

Services?" Ninety percent (N=93) of those surveyed

responded to this question. Of those responding, 24 percent

said they did specialize in certain areas of MAS. Seventy-

four percent responded that their firm did not specialize in

certain areas of MAS.

Question 20 was related to the above question. It asked:

"If the answer to the above question is marked 'Yes,' please

briefly indicate below, those areas of your firm's

specialization." Twenty-five percent (N-24) of the surveyed
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firms provided responses, which have been summarized in

Table 4-15.

TABLE IV-15

- SOLE PROPRIETOR CPA FIRM SURVEY -

AREAS OF MAS ACTIVITY SPECIALIZATION

SPECIALIZATION NO. OF RESPONSES % OF TOTAL

Advertising agencies 1 1%
Agricultural concerns 1 1%
Assett management 1 1%
Business valuation 2 2%
Banking industry 1 1%
Budget ing 1 1%
Cash planning/management 4 4%
Cost analysis 1 1%
Data processing 1 1%
Entertainment industry 2 2%
Estate planning 1 1%
FCPA audits 1 1%
Financing 2 2%
Investment planning 2 2%
Long-range financial planning 4 4%
Medical groups 1 1%
Memorial parks 1 1%
Mergers/acquisit ions 2 2%
Mortgages 1 1%
Profit Planning 2 2%
Real Estate Planning 2 2%
Restaurant operations 1 1%
Small business/ professional
services 1 1%

Systems/procedures 2 2%
Tax planning 1 1%

In Table IV-15 the nature of each specialization is indi-

* cated, along with the number responding to a specific
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K
specialization and the percentage of the total sample

* reporting their MAS specialization(s).

Question number 29 was the last question related to an

assessment of the range of professional services. It asked:

"Based on your education and professional experience, do you

feel that CPAs are in a better position to provide Manage-

ment Advisory Services than any other professional

'management consultant'?" One-hundred percent (N-94) of

those surveyed answered this question. Forty-seven percent

answered 'Yes' CPAs are in a better position to provide MAS

than any other professional 'management consultant.' Seven

percent said 'No', CPAs were not in a better position.

Forty-six percent indicated that CPAs 'Maybe' are in a

better position to provide MAS to their clients.

6. MAS Activity Growth Rate Analysis

The findings related to the sole proprietor CPA

firm's MAS activity growth rate assessed both past and

projected MAS growth; the relative desire to increase the

range of MAS; the practitioner's desire to increase his or

her client base through MAS; the extent of factors limiting

MAS expansion; and the desire for firms to specialize in MAS

engagements. Data pertaining to the area of MAS activity

growth was gathered through survey questions numbered 14,

15, 16, 17, 18 and 28.

Beginning with question number 14, those firms surveyed

were asked to: "Please indicate how Management Advisory

* 94
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Beginning with question number 14, those firms surveyed

were asked to: "Please indicate how Management Advisory

Services have changed as a percentage of your firms total

business over the last five years." Table IV-16 summarizes

the responses from 92 percent (N=87) of the total firms

surveyed and who answered question number 14. The ranges of

increase have been shown along with both the number of

respondents and percentage of total sample reporting a his-

torical MAS activity rate increase.

TABLE IV-16

- SOLE PROPRIETOK CPA FIRM SURVEY -

PERCENTAGE OF TOTAL CPA BUSINESS GROWTH

(OVER LAST 5 YEARS) WHICH RESULTED FROM

MAS ENGAGEMENTS

% INCREASE NO. OF RESPONSES % OF TOTAL

0 to 5% increase-------------- (43) 46%

6 to 10% ---------------------- (16) 17%

11 to 20% ---------------------- (18) 19%

21 to 50% ---------------------- ( 7) 7%

Greater than 50% --------------- ( 3) 3%

Question number 15 looked at the expected MAS growth rate

for the firms surveyed. Question number 15 asked: "As a
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percentage of your firm's total business, at what rate do

you expect Management Advisory Services to grow (assuming

you do not anticipate on overall decline)?" Ninety percent

(N=85) of those surveyed answered this question. The

responses have been summarized and displayed in Table IV-17.

The ranges of expected MAS activity increase have been

shown, together wtih both the number of respondents, and

percentage of total sample reporting an expected MAS activi-

ty increase. Respondents to the "Roper" survey indicated

that on the average MAS activity would grow at an annual

rate of 10%. This percentage can be used for comparison of

information in both Table IV-16 and IV-17.

TABLE IV-17

- SOLE PROPRIETOR CPA FIRM SURVEY -

PROJECT MAS ACTIVITY GROWTH RATE

% INCREASE NO. OF RESPONSES % OF TOTAL

0 to 5% increase -------------- (32) 34%

6 to 10% ---------------------- (26) 28%

11 to 20% ---------------------- (15) 16%

21 to 50% ---------------------- (11) 12%

Greater than 50% ---------------

Question number 16 asked the firms surveyed to indicate

their relative desire to 4ncrease the range of MAS (i.e.
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increase the variety of services provided to their clients).

Ninety-four percent (N=88) of those responding to the survey

answered this question. The findings provided by this ques-

tion have been summarized in Table IV-18. This table shows

a relative ranking of responses on a continium scale

numbered 1 through 10. The number 1 represents no desire on

the part of those responding to increase the range of MAS.

At the opposite end of the scale, a number 10 is assigned to

reflect an extremely high desire for those respondents to

increase the range of MAS. The average rating for all

respondents was approximately 4.59 with a standard deviation

of 2.65. Percentage of the total sample has been provided

along with each numerical rank.

TABLE IV-18

- SOLE PROPRIETOR CPA FIRM SURVEY -

RELATIVE DESIRE TO INCREASE RANGE OF MAS

No desire to Extremely high desire
increase range to increase range of

services

1 2 3 4 5 6 7 8 9 10

(11%) (3%) (17%) ( 9%) (15%) (10%) (10%) (13%) (1%) (7%)

Mean - 4.59 (i.e. average ranking)

Std. deviation - 2.65
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Question number 17 asked those survey to expres their

relative desire to increase their firm's present client base

(i.e. number of clients) through the offering of MAS.

Ninety-eight percent (N=92) of those firms responding to the

questionnaire answered this question. Their answers have

been summarized in Table IV-19. It shows, like the previous

question, a relative ranking of responses on a continium

scale numbered 1 through 10. the number 1 represents no

desire on the part of those responding to increase their

client base through the offering of MAS. Number 10, at the

opposite end of the scale, is intended to represent an

extremely high desire by those respondents to increase their

client base through the offering of MAS. The average rating

for all respondents was approximately 4.44 with a standard

TABLE IV-19

- SOLE PROPRIETOR CPA FIRM SURVEY -

RELATIVE DESIRE TO INCREASE CLIENT BASE

THROUGH THE OFFERING OF MAS

No desire to Extremely high desire
increase client base to increase client

base

1 2 3 4 5 6 7 8 9 10

(11%) (6%) (17%) (11%) (20%) ( 5%) (9%) (11%) (2%) (6%)

Mean- 4.44 (i.e. average ranking)

Std. deviation - 2.65
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devial, ion of 2.59. Like the previous table, the percentage

of the total sample has been provided in Table IV-19, along

with each numerical rank.

In question number 18, those surveyed were asked to

indicate one or more factors which might be perceived as

factors that may limit a CPA firm's ability to expand into

MAS or to increase the current range of management services.

Ninety-eight percent (N=92) of those responding to the

survey answered this question. The summarized answers are

provided in Table IV-20. The five reasons pre-selected and

made part of question number 18 have been shown as well as

other reasons identified by the respondents. A percentage

of the total respondents has been assigned to each limiting

factor along with the number of individuals responding.

percentages have not been shown for each specific "other"

reason; however, the number responding has been placed

beside each factor noted by respondents.

Question number 28 asked: "In your opinion, should sole

proprietor CPA firms be adequately prepared to handle a

wide range of Management Advisory Services or limit their

activities to specific specialized areas within the general

management field?" Seventy-three percent (N=69) answered

the portion of the question concerning the wide range of

MAS. Of those responding, 49 said "YES", and 27 percent

said "No", as to whether°'CPAs should be prepared to deal

with a wide range of MAS. Seventy-six (N-71) percent of the
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individuals responding to the question answered the portion

dealing with specific specialized areas within the general

management field? Fifty percent responding to this question

segment said "YES" and 23 said "No", as to whether CPAs

should limit their MAS activities to very specific and

TABLE IV-20

- SOLE PROPRIETOR CPA FIRM SURVEY -

FACTORS LIMITING MAS GROWTH

LIMITING FACTOR NO. OF RESPONDENTS % OF TOTAL

Lack of adequate internal staff ------------ (62) 66%

Insufficient capital and facilities -------- (13) 14%

Inadequate client demand for Management
Advisory Services -------------------------- (31) 33%

Insufficient staff training/education ------ (24) 26%

Incompatibility with "independence" and/or
professional ethics ------------------------( 8) 9%

Other reason(s) (please specify) ----------- (17) 18%

(8) Practitioner has no desire to not expand; (3) Practi-

tioner wants to retire from practice; (1) Practitioner finds

it difficult to "sell" clients on MAS; (1) Practitioner

feels MAS offers a potential high risk/potential liability;

(1) Practitioner feels clients lack understanding of MAS

benefits; and (1) Practitioner feels MAS results in a con-

flict of interest.

l'oo
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specialized areas. The question did not permit the

respondents to state the basis for the manner in which they

chose to answer the question.

7. Client MAS Demand Analysis

Findings regarding the degree of the sole practi-

tioner's client demand for MAS were assessed by questions

numbered 21 and 22. Question number 21 asked: "In your

opinion, is there a problem of recognition by your client

organizations of the need for supplemental management

advice?" Ninety-eight percent (N=92) of the respondents

answered this question. Twenty-eight percent said "YES", 27

percent said "NO", and 46 percent said that "sometimes"

their clients face a problem related to the recognition of

the need for supplemental management advice.

Question number 22 asked: "If you firm offers Management

Advisory Service (regardless of extent or area(s) of

specialization), is it necessary for you to "educate" your

clients regarding your skills and the benefits that can be

derived if they retain your firm for management consultant

needs?" Ninety-four percent (N=88%) surveyed responded to

this question. Fifty-six percent answered "YES", 14 percent

answered "NO", and 23 percent answered that "Sometimes" it

was necessary for them to educate their clients regarding

the CPA's skills and the benefits to be derived from MAS.
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8. Services Advertising Analysis

Findings which dealt with advertising professional

service considerations were provided by questions numbered

23, 24 and 25. These three questions addressed specific

advertising aspects such as: the nature of advertising

efforts by sole proprietor CPA firms; the impact of

advertising on total services offered by the public

accountant; and the impact of advertising on strictly MAS

activities.

Question number 23 asked if the CPA firm adertises for

performance of: Independent Audit Work; Tax Services;

Accounting Services (maintaining accounting records and

preparing financial statements); Management Advisory

Services; and/or other services? The response rate for this

question varied among the types of services. One hundred

percent (N-94) of those surveyed responded to at least one

portion of the question. The responses have been summarized

in Table IV-21. Specific areas of service work have been

listed with the accompanying number of individuals

responding, along with the percent of total respondents for

each service work classification.

Question number 24 asked those firms who indicated in

question number 23 that they did advertise their services,

to answer if they had found advertising to be beneficial

from the viewpoint of increasing the overall office work-

load. Of those responding to the question (N-19), 47 per-

cent said "YES", 16 percent answered "NO", and 37 percent
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said that they "Cannot determine" the benefits resulting

from advertising.

TABLE IV-21

- SOLE PROPRIETOR CPA FIRM SURVEY -

EXTENT OF SERVICES ADVERTISING

TYPE OF SERVICE *% NR % NR

Independent Audit Work -------- Yes 3% (3) No 94% (88)

Tax Services ------------------ Yes 10% (9) No 88% (83)

Accounting Services (maintining
accounting records, preparing
financial statements ---------- Yes 10% (9) No 90% (85)

Management Advisory Services--Yes 6% (6) No 94% (88)

Other Services ---------------- Yes 3% (3) No 95% (89)

* % = PERCENT OF TOTAL RESPONDENTS

NR = NUMBER OF RESPONDENTS TO QUESTION

Question number 25 asked: "In your opinion, can adver-

tising be used as an effective means of helping a CPA prac-

titioner expand his or her Management Advisory Service

activities?" Ninety-five percent (N=89) of the survey

respondents answered this question. Of those responding, 48

percent answered "YES", 12 percent said "NO" and 25 percent

indicated that they "Cannot determine" if advertising can be

used as an effective means of expanding MAS activities.
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9. Client Referral Analysis

The questionnaire survey provided findings related to

the relative desire of sole proprietor CPA firms to refer

their clients for MAS needs which the public accounting firm

may not itself be able to satisfy. Findings germane to

client referral were provided by questions numbered 26 and

27.

Question number 26 asked: "If your clients have Manage-

ment Advisory Service needs of a nature which may be unique

or beyond your area of expertise, have or would you refer

these clients to: other CPA firms which possess the desired

level of expertise?; other professionals, colleges/ univer-

sities, or equipment suppliers?" Ninety-eight percent

(N=92) of the respondents answered the first part of the

question. Eighty-nine percent (N=84)of the respondents

answered to the second part. Of those answering the first

part of the question, 69 percent said "YES", 12 percent said

"NO" and 17 percent answered that "Sometimes" they refer

clients to other CPA firms which possess the desired level

of expertise. Fifty-nine percent answering the second part

of the question said "YES", six percent said "NO" and 27

percent indicated that "Sometimes" they refer clients to

other professionals, colleges/universities, or equipment

suppliers.

Question number 27 asked: "If your firm does not

normally refer clients for Management Advisory needs, please
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indicate a general reason for not doing so." Eleven percent

(N-10) of the survey respondents answered this question.

The answers have been summarized in Table IV-22. In this

table, the specific reasons for prcatitioners not referring

clients have been shown along with the number and percent of

total respondents for each reason listed, numbers.

TABLE IV-22

- SOLE PROPRIETOR CPA FIRM SURVEY -

REASONS GIVE FOR NOT REFERRING CLIENTS

WITH MAS NEEDS

REASONS NO. OF RESPONSES % OF TOTAL

-Practitioner can satisfy all of
clients' MAS needs. ------------------ (6) 7%

-Practitioner has had no requests
for MAS from clients ---------------- (2) 2%

-Practitioner has "lost" his or her
clients after an MAS referral. ------- (1) 1%

-Practitioner is not aware of services
which other may have to offer his
clients. ----------------------------- (1) 1%

C. SURVEY INTERVIEW FINDINGS

The discussion which follows, concentrates on the general

findings provided by interviews conducted by the author with

selected sole proprietor CPA firm practitioners as well as

accounting academicians. Findings provided by these inter-

views are general. Meaningful statistical inferences can
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not be drawn from the interview data. The interview data

can; however, provide the reader with a "feel" for how some

practitioners and academicians view certain aspects of MAS

activity. The discussion of the interview findings will

begin first, with those findings provided by the practi-

tioner interviews, and followed by a presentation of

finiings generated by the academician interviews.

1. Selected Practitioner Interview Findings

As was noted in the previous chapter, the general

nature of questions asked of practitioners during the inter-

views was directed towards facilitation of a discussion.

These interviews were generally short in duration and free

form in nature. The general questions asked practitioners,

along with summarized responses, have been provided below:

Question:

Do issues related to "professional ethics" and

the CPA's requirement for "independence" influence the

choice to offer and/or limit MAS activity? If so, what are

the central issues and to what degree do they limit MAS

activity?

Answer:

Those practitioners interviewed did not view any-

thing unethical. Performance of MAS engagements was com-

pared to the CPAs accomplishment of independent audit work.

Practitioners felt the issue of ethics would not cause an

operational problem if public accountants pursued MAS

engagements with the same objectivity and independence
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employed during audits. Those interviewed generally agreed

that if a practitioner follows the MAS practice standards

adopted by the AICPA the question of ethics becomes mute.

These same individuals thought that ethical considerations

are only a problem if the CPA becomes involved in the

clients' decision-making process. Most of those responding

also felt that the issues related to ethics can be minimized

if the CPAs do not attempt to perform MAS engagements of a

nature that the accountant may not be trained to deal with.

Question:

Are CPA practitioners adequately prepared by

formal education or work experience to handle a wide range

of MAS functions? If not, where can educational or work

experience learning efforts be strengthened?

Answer:

Most respondents felt that graduates from an

accredited college or university, who has graduated from

school within the last 10-15 years, probably qualify to

handle most MAS engagements. They felt that older graduates

may not have by formal education, the general knowledge

related to organizational theory, EDP systems, etc. Others

felt; however, that it was the "older" practitioner who was

more qualified to provide MAS because of his or her ex-

perience with practical experience with "real" management

systems. Most agreed that it was the "older" practitioners
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who "knew" their clients' operation the best. Some felt

that this knowledge of their clients operations was a prere-

quisite for delivery of effective MAS. Other practitioners

of all ages disagreed with this point.

Question:

Do sole proprietor CPA firms really "know" their

client organizations sufficiently enough for them to be in a

position to offer a wide range of MAS or should the scope of

services be limited to issues relevant to accountant's

understanding of the clients' operations?

Answer:

Most of those who answered this question stated

"YES", CPA firms really do "know" the-r clients well enough

for them to provide a wide range of MAS. They all agreed

that a significant amount of knowledge regarding their

client's operation is gained through the accomplishment of

more traditional accounting functions such as setting up

accounting records, performing audits, tax work, etc. One

practitioner said that "his clients talk to him about their

operations in the same manner they do with their lawyers",

and from these discussions "a CPA gains considerable insight

into the problems facing an organization." There were mixed

reactions to the question of limiting the scope of MAS to

issues pertaining to the accountants understanding of the

clients operation. Some said the CPA should limit the scope

of services. Other's contended that most accountant's have
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a good understanding general of business systems and their

operating environments. Accordingly, they see the account-

ant as one who can adapt and provide positive results

regardless of his/her understanding of the client's

operations.

Question:

Do sole proprietor CPA firms differ with respect

to how they define or perceive what constitutes MAS? That

is, does the term MAS have a common and finite meaning

between CPA practitioners?

Answer:

Of those interviewed, most agreed that the term

MAS has a definite meaning among professionals; however, the

term was not associated by most to a finite listing of

functions or business areas. Some stated that "they have

been performing MAS for years but did not refer to these

services as such." These services were viewed as strictly

accounting functions.

Question:

Assuming that MAS included services other than

audits, tax work, maintaining accounting records and pre-

paration of financial statements, are CPAs willing to expand

their activities into management advisory areas? If not,

what are the reasons why?

I
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Answer:

There were mixed reactions to this question.

Some practitioners contended their desire to expand their

services was constrained by resources (i.e. people, equip-

ment, time, etc.). Others said that their practice "keep

them busy enough" and therefore, they have no desire to

expand. Still others did see an appreciable client demand

which may require them to expand their range of current

services into MAS activities.

Question:

Is there a general willingness for sole pro-

prietor CPA firms to refer their clients for management

advisory needs? If not, what are the major reasons for not

doing so?

Answer:

Most who answered this question could not confirm

that there was a "general willingness" among practitioners

to refer clients. Some said that they have referred clients

to other CPA firms and have had clients referred to them.

It was impossible to determine from the interviews the exact

extent of client referral. Major reasons given for not

referring clients were that: the practitioner could satisfy

all of the client's service demands; the practitioner does

not refer clients to other CPAs but to "specialists" such as

those dealing with EDP, personnel, etc.; and a few were

"afraid" of losing clients to other CPA firms.
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Question:

Have professional accounting organizations

(AICPA, California Society of CPAs, etc.) played an

acceptable role in MAS standards setting. If not, how can

standards be improved?

Answer:

In general, most felt that the professional

accounting organizations played an acceptable role in MAS

standards. A few said the standards were too limiting or

not specific enough, especially in the area of independence

and ethics considerations.

2. Accounting Academician Interview Findings

Findings obtained from the author's interviews with

academicians in the accounting field, assessed general edu-

cation issues related to the preparation of the accounting

student for his/her role in MAS activities. Responses to

the questions were subjective and broad in nature. They do

however, in the view of the author, provide the reader with

some meaningful insight into current MAS educational trends,

as well as the academicians perceptions of the accountants'

MAS qualifications. The questions asked of academicians

along with their summarized responses has been provided

below. For brevity purposes, all responses have been

reported in a generalized fashion.
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Question:

Currently, do public accounting curriculums ade-

quately prepare students, at the bachelor degree level, to

assume a meaningful professional role in MAS? Do accounting

curriculums at the masters degree level adequately prepare

students for MAS roles? If curriculums at either level lack

adequacy, what improvements should be made?

Answer:

Most interviewed felt quite certain that students

are currently being adequately prepared at the Bachelors and

Masters level to engage in MAS. The respondents generally

agreed the student of accounting is exposed to a more theo-

retical framework at the graduate level and consequently,

Master degreed people might be somewhat more sophisticated

in their MAS activities. All agreed however, that graduates

with Bachelor degrees are also capable to deal with MAS

engagements after a few years of on the job training and

seminar courses in MAS specialization areas.

Question:

Are courses which are related to MAS, such as

Management Sciences, Electronic data processing, Personnel,

etc., offered to students on a purely "elective" basis or

are they "built in" to the standard accounting curriculum?

Answer:

Most respondents stated that to a certain extent,

all courses are related to MAS. Essentially, undergraduate
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programs are more pragmatic and some MAS courses are offered

as electives. Conversely there are also some MAS subject

matter courses included in the core curriculums as well.

Some undergraduate schools permit the student who wants to

"consult" as well as practice traditional accounting to gear

his other program towards that goal. Other respondents

indicated that the "core" accounting courses assimilates MAS

specialities into the basic knowledge factors given all

accounting students. As an example, students taking an

internal control and auditing course are now normally ex-

posed to EDP systems in the process.

Question:

Are students at the Bachelors or Master degree

levels provided specific knowledge pertaining to how the CPA

profession operates, how one might conduct on MAS assignment

and what MAS standards and procedures are currently followed

by practitioners?

Answer:

In general, most answered that students are ex-

posed to knowledge pertaining to how a CPA firm operates,

how one might conduct a MAS engagement and what standards

and procedures are currently followed by practitioners.

There were some academicians who stated that the exposure to

this type of information is brief and geared towards ques-

tions asked in the CPA licensing examination. These same

individuals stated that indepth knowledge of "professional
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practice" procedures and standards is "picked up on the

job."

Question:

Are individuals who graduate from an accounting

program better qualified to move into MAS areas than say

individuals who graduate from a general business or general

management program?

Answer:

Most of those interviewed said that the account-

ing school graduates are probably better qualified to move

into MAS areas than say individuals who graduate from other

business related programs. The respondents contend that

most organizations benefit the most from advice that provide

a direct and positive impact on the entity's financial

position. The CPA, according to some interviewed, is in the

best position to provide this kind of input. They also

stated that some types of management "generalists" get too

involved with how an organizaiton or its problems "look on

paper" and accordingly ignore whether that picture means

financial stability for the organization. A small minority

of those interviewed felt the accounting graduate was not in

a better position to deal with MAS because of his or her

tendency to specialize in primarily financial areas without

much knowledge of other management considerations.
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Questions:

Should colleges and universities attempt to

develop programs which allow students to specialize in a

specific area of MAS or should these programs be designed to

produce MAS generalists?

Answer:

The majority of those interviewed stated that

scholastic efforts should be generalized at the under-

graduate level and more specialized at the graduate level.

Most answering also stated that accountants tend to serve on

the whole, highly technological and complex organizations

that change constantly in response to their operating en-

vironments. Therefore, most suggested that accounting edu-

cational programs should turn out flexible generalists.

Question:

From an academic institution perspective, is

there a general problem with the definition of MAS? Is

there a general consensus regarding what should be included

in the scope of MAS?

Answer:

Those answering this question felt that each

institution has its own operative definition for MAS, just

as they do for traditional accounting practice. Most saw,

as a critical factor, to remain consistent in the applica-

tion of both within the institution.
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D. SUMMARY

This chapter has presented the reader with findings pro-

vided by both the author developed sole proprietor CPA firm

questionnaire and the indepth interviews of selected practi-

tioners and accounting academicians. The findings were

presented, discussed, compared and analyzed. Provided also,

was a discussion of significant differences in key questions

asked of the survey respondents and which were similiar to

questions asked in previous studies. These key differences

were highlighted for comparison saKe. The emphasis of this

chapter was limited to an analysis of the compiled data

without reference to possible inferences.

In the next chapter, the %-uthc, . attempts to draw conclu-

sions and make recommendations based upon the findings pro-

vided by the survey sampling tools. These conclusions have

been related directly to the sole proprietor's current MAS

practices and implications for future expansion in this

particular service area.
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V. CONCLUSIONS AND RECOMMENDATIONS

A. GENERAL

The purpose of this thesis, as previously stated in the

introduction was to assess current Management Advisory

Services (MAS) practices of sole proprietor Certified Public

Accounting (CPA) firms for the determination of recommenda-

tions regarding the direction and the degree of evolution

that MAS expansion efforts by these practice units should

take in order to satisfy client demands. The assessment of

MAS practices became the author's research objective and in

its formulation, two fundamental assumptions were made:

*Assumption Regarding Demand. The author's report assumed

that clients of accounting firms, with few exceptions, have

a need for some degree of external and professional manage-

ment advice.

*Assumption Regarding Abilities and Desires. The author

also assumed that the public accounting profession is

capable and desires to satisfy client demand for management

consultative advice.

It was noted in the introduction that the author limited

the focus of the research objective to sole proprietor CPA

firms because it was thought that this category of public

accounting firm appeared to servcie principally smaller

sized client organizations, which because of their limited

staff/resources could benefit the most from MAS. Sole pro-

prietor CPA firms have also demonstrated only a moderate MAS
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activity growth rate as compared to larger firms and com-

prise the majority segment of firms within the accounting

profession. Accordingly, the sole proprietor accounting

firm probably could stand to strengthen the accounting

profession recognition the most.

To help the reader appreciate the significance of the

research objective, the author provided a background discus-

sion pertaining to general MAS considerations. Specifically

the author reviewed topics pertaining to the organization of

the CPA firm in general as well as, the overall scope of MAS

activities. Special emphasis was placed upon those elements

integral to considerations given by CPAs regarding expansion

of the current range of services. A review of the domain of

MAS was presented from the perspective of how the public

acocuntant can expand his or her activities to accommodate

external management advisory needs of clients. A statement

regarding the general background of management consulting

was provided, followed by an analysis of the CPAs qualifica-

tions relative to rendering MAS and the common methodology/

techniques used by qualified CPAs in the delivery of MAS.

A discussion directed towards a review of the research

methodology employed in support of the central research

objective was provided by the author for the sake of inform-

ing the reader of the various data sampling tools used.

Essentially, the author provided a comprehensive overview of
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the methodology used to determine the willingess of sole

proprietor CPA firms to expand current MAS activities and

establishment of resultant recommendations pertinent to the

possible future direction and evaluation of these activi-

ties. The author developed survey questionnaire used to

gather data relative to the extent and nature of sole prac-

titioner MAS engagements was presented along with a dis-

cussion of questions asked during indepth interviews with

practitioners and accounting academicians.

Following the discussion related to the research methods

used, the author presented the actual research findings.

Information gathered by the sampling techniques employed was

presented, discussed, compared and analyzed. Significant

differences in key questions, asked of the survey respon-

dents and which were similiar to questions asked in previous

studies, were highlighted for the sake of comparison. Con-

clusions and recommendations based upon the data obtained

were not discussed up to this point in the research paper

and will now be discussed in this chapter.

B. CONCLUSIONS

The author will now attempt to make certain inferences

regarding issues and problems raised by ther research find-

ings. The conclusions have been presented in a format which

follows the areas of general interest noted in Table riI-2

of Chapter III.
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1. Organization Background

a. Professional Accreditation

The professional accreditation of sole proprietor

CPAs is generally limited to a license to practice public

accounting within the state he or she resides in. A limited

number of sole practitioners maintain a CPA's license in

more than one state. It is very unlikely that a sole prac-

titioner would hold a professional accreditation in any

field other than public accounting. At present, there

exists no "special" accreditation requirement for providers

of MAS. This may be unfortunate, in that there is no

reasonable assurance that the client's interest will be

protected from possibly incompetent MAS providers. That is

not to say a CPAs license does not afford the client a

certain degree of protection. It simply means that at

present, a client has no generally accepted means of assess-

ing a CPA's qualifications relative specific MAS functions.

b. Age of Firm's Practice

In general, the average business life expectancy

for the total population of CPA firms is in excess of 15

years. This apparent reasonable practice stability offers

clients certain advantages. Clients can be reasonably

assured that the sole proprietor CPA firm which is providing

them with accounting and/or MAS sercies is not going to

"fold-up". The average life of a sole practitioner's opera-

tion is not as long as it would be say for CPA partnership
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or professional public accounting firms. This difference;

however, should not be of too much concern to clients. A

large number of sole practitioner firms tend to evolve over

time into partnerships and corporations. This evolution,

according to the literature, tends to be compatable with the

expected growth patterns of most successful businesses.

c. Nature of Proprietors Education

Professionals affiliated with larger, non-sole

proprietor accounting firms, tend to have varied educational

and experience backgrounds. Larger CPA firms tend to employ

full time MAS professionals, many of which have master's

degrees in areas other than accounting, have business ex-

perience outside of public accounting, and are not CPAs.

(Ref. 3) This experience/educational background considera-

tion, may in part, allow larger firms to offer a broader

range of MAS. Sole practitioners conversely, tend to have

experience/educational backgrounds which are limited to

areas of accounting. As a total segment, sole practitioners

are predominatly bachelor degreed individuals as compared to

larger CPA firm MAS staffs which are predominatly master

degreed people. The more narrowly specialized sole proprie-

tors may not be in a position, by themselves and without

further education, to offer a broad range of MAS. The sole

proprietor may be most effective if he or she choses to

specialize in certain areas of MAS.
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2. Organizational Structure

a. Degree of Practice Decentralization

Larger MAS practice units are normally decen-

tralized by local offices or regions and usually a central

office provides staff services and information. These

decentralized offices may share specialists with each other

on an as needed basis. For the larger firms, decentraliza-

tion makes it possible to develop more intimate client

relationships. (Ref.3) Conversely, sole proprietor CPA

firms tend to be very centralized and normally maintain only

one office. With respect to their centralized organization,

they stand a good chance to develop intimate client rela-

tionships similiar to their larger, decentralized counter-

parts. In the opinion of the author, development of an

intimate client organization relationship is a prerequisite

for effective MAS engagements.

b. Size of Professional Staff

Sole proprietor CPA firms tend to limit the size

of their professional service staff to approximately three

individuals on the average. The author's survey of sole

practitioners revealed that almost 40 percent of them are

"one person" offices. Approximately 50 percent of them have

no more than five individuals engaged in the provision of

professional services. About ten percent of those firms

surveyed said they had up to ten individuals involved in

professional services. The general number of employees may
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contribute to the extent or nature of sole practitioners MAS

engagements.

c. Extent of Staff Dedicated to MAS

Related to the ability of the sole proprietor's

to provide MAS may not only be limited to the number of

total staff employed by the firm but also the emphasis

placed on management consultative activities. At least 79

percent of those sole proprietor firms surveyed do not

employ individuals who spend more than 50 percent of their

time on MAS functions. The reasons for this apparent lack

of interest will be discussed later in the conclusion por-

tion of this chapter.

d. Degree of MAS Function Separation

It can be stated, with a some degree of certain-

ty, that sole proprietor public acocunting firms do not

differentiate MAS functions within their firms. Most larger

public accounting partnerships and professional corporations

do separate the MAS function. Because of the limited staff

size, it may be advantageous for sole proprietors not to

make an MAS functional separation. It could be argued;

however, that a functional separation of accounting and MAS

activities might reduce the potential CPA ethics and/or

independence problems.
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3. Client Base Composition

a. Nature of Client Ownership

Sole proprietor CPA firms tend to service clients

whose organizations are structured in terms of sole proprie-

torships, partnerships and closely held corporations. To

some extent, the sole practitioner deals with publically

owned companies; however, on the average 75 percent of the

clients population will be sole proprietors or partnerships.

This situation should facilitate development of an expertise

related to problems inherent in only those types of organi-

zations. Sole proprietor and partnership organizations, in

the view of the author, would tend to be less complex and

operate in more narrow I-usiness environments.

b. Size of Client Ownership Type

All but a few sole practitioner accountants deal

with what may be considered small business concerns. The

literature suggests that small sized organizations could

probably benefit the most from management consulting and

because of limited staff resources this advice must come

from outside the organizational structure. It seems to the

author, given the relative size of most clients, that the

sole proprietor CPA could stand to capture the greatest

share of the potential MAS market.
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4. Range of Professional Services

a. Extent of Total Firm Service Specialization

When compared to the total professional account-

ing population, sole proprietor CPA firms dedicate less time

to audits and more time towards tax work, accounting

services, MAS and other related business services. The sole

practitioner's service specialization probably reflects the

nature and size of his/her clients. Essentially, the sole

practitioner would be expected to do less audit work because

publicly owned corporations do not account for a great

percentage of the firms total client base. A larger total

percentage of "smaller clients" would also mean a greater

accounting, management advisory, tax and other service work-

load. Larger clients would be expected to perform these

functions, to a certain degree, with "in-house" staff

forces.

b. Scope of Total Firm MAS Activities

The scope of MAS among sole practitioners is

varied. Virtually all those services performed by larger

MAS practice units are also carried out by the total popula-

tion of sole proprietor CPAs. The major difference is that

sole practitioners tend to concentrate on a relative few MAS

areas. That is, out of the total 45 MAS functions which 40

percent of the larger MAS practice units said they perform-

ed, only 11 were engaged in by sole practitioners. These 45

functions were applicable to all sized clients, not just
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large ones. Essentially, the sole practitioner does not

offer as wide a range of MAS as his or her large practice

unit colleagues do.

c. MAS Billing Method

Approximately 60 percent of those sole proprietor

CPA firms surveyed do not separate MAS charges. They are

included as part of the total service charges. By not

separating the charges, clients may not be aware of the

degree of MAS performed and/or practitioners may not be

highlighting the important nature of MAS. It may also be

the case that practitioners are providing MAS to some extent

without knowledge of doing so. From the standpoint of

assessing the effectiveness and efficiency in delivery of

services, it seems prudent to the author, for MAS charges to

be accounted for and billed separately.

d. Degree of MAS Specialization

Approximately 75 percent of those sole proprietor

CPA firms surveyed stated that they did not specialize in

certain areas of MAS. Rather than specialize, the survey

data seems to suggest that the total sole proprietor CPA

population as a group, concentrates on a limited number of

MAS areas which they all have in common. The sole practi-

tioner may not chose to specialize in a particular area of

MAS for fear of doing a disservice to his or her clients by

not offering a broader range of services, even though, this
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range of service may be limited in relation to what a larger

CPA could offer.

e. Nature of MAS Specialization

Of those sole practitioners which do specialize,

there is a tendency for some of them to gear their speciali-

zation towards a particular industry vice a p&a.ticular

management functional area. On the other hand, over half of

those who indicated they do specialize by concentrating on

areas normally associated within the definition of MAS. The

majority of these firms specialized in areas related to

strategic or long range planning such as long range budget

preparation, real estate planning, financing, cash invest-

ment planning etc. These CPAs may have "sold" their analy-

tical planning abilities, something which the literature

suggests small firms often need help with.

5. MAS Activity Growth Rate

a. Past MAS Growth Rate

According to the survey findings, sole practi-

tioners have, increased the percentage of their overall

business through the offering of MAS. This past trend seems

to suggest that clients have become more aware of the need

for MAS and that some CPAs have chosen to satisfy their

demand.

b. Projected MAS Growth Rate

The findings suggest that sole proprietor public

accounting firms agree that MAS activities will increase
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over the next five years. Their opinions tends to be

consistant with the findings of larger firm surveys, such as

the "Roper" study, which concluded that accounting profes-

sionals felt that MAS activities would expand at an approxi-

mate annual rate of 10 percent. The projected growth rate,

in the opinion of the author seems to indicate that sole

practitioners are anticipating increased MAS demands to be

placed upon them.

c. Relative Desire to Increase Range of MAS

Based upon the findings, it appears that CPA

firms have only a moderate desire to increase the present

"range" or variety of specific MAS areas. There certainly

is no general indication of an extremely high desire to

increase the scope of services. The reason(s) for this

apparent lack of strong enthusiasm to increase the range of

MAS activity, in the opinon of the author, may be due to

"limiting factors" which were noted by those firms surveyed.

The nature of these factors is discussed later in the con-

clusions section.

d. Relative Desire to Increase Client Base through

MAS

As with the issue of service range, there appears

to be no extremely high desire on the part of sole practi-

tioners to increase their client base (i.e. number of

clients) through offering of MAS. There is only a moderate

desire to use MAS as a vehicle for increasing the number of
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clients. The degree of desire, similiar to that associated

with increasing the range of services, may be influenced by

limiting factors noted by the survey respondents and which

are discussed below.

e. Extent of Factors Limiting MAS Activity Expansion

Of those responding to the survey, the largest

number indicated that the lack of internal staff was the

prime reason for not expanding their MAS activities. Over

64 percent felt staffing was the single greatest limiting

factor. Thirty-five percent felt the greatest limiting

factor was a lack of client demand for MAS. Viewing lack of

adequate client demand as a limiting factor to MAS expansion

seems to be in the opinon of the author, inconsistant with

the overall consensus established by this survey and others

which suggested MAS activity would expand in the forthcoming

years. Twenty-two percent of those survey respondents felt

inadequate staff training/education was the prime limiting

MAS growth factor. This response may suggest, in the

opinion of the author, that some practitioners feel that

they are not qualified to deal with a wider range of

services. If this opinion can be substanciated, then the

emphasis currently placed on accounting curriculums may have

to be modified and/or accountants might have to be more

actively involved in "continuing education" programs.
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f. Relative Desire to Specialize in MAS

Over half those responding to the questionnaire

as well as -hose individuals interviewed by the author

believe that sole proprietor CPAs should be prepared to deal

with a wide range of MAS activities while at the same time

limiting the actual practice of MAS to very specific and

specialized areas. What these findings might suggest, is

that the sole practitioner feels he or she can only be

effective in the delivery of MAS if the firm concentrates

its knowledge factors and professional resources on very

specialized services, concurrent with maintaining on overall

appreciation of management advisory-p.rinciples. Medical

doctors have for sometime followed the same approach. As an

example, because a general medical practitioner's resources

are limited, coupled with the fact that certain medical

disorders are often complex to diagnose and treat, it would

be very ineffective for this individual to deal with a

specialized problem. A general medical practitioner would

probably not want to treat a serious neurolgical disorder.

The patient in all probability would be referred to a

specialist, like a neurosurgeon. A neurosurgeon conversely,

would not be effective if he or she lacked an overall under-

standing of general medicne.
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6. Client Demand for MAS

a. Degree of Client MAS Recognition

There appears to be a divergent set of opinions

among sole practitioners concerning the client's recognition

of the need for MAS. Twenty-seven percent of the

respondents felt that there was a problem of client recogni-

tion, 46 percent said that sometimes there was a recognition

problem, where as only 27 percent said that there was not a

problem. The author can only conclude that based upon the

small percentage that said "No" there was not a problem of

recognition, that CPAs probably need to educate their

clients concerning the potential benefits to be derived from

MAS.

b. Degree of Client Education Efforts

The author's conclusion regarding the possible

need to "educate" accounting clients seems to have been

confirmed by responses from approximately 60 of the ques-

tionnaire respondents who answered "YES" it is necessary to

"educate" clients regarding the CPA's skills and benefits to

be derived from MAS. Based upon the responses, it appears

that if a sole practitioner wants to expand his or her MAS

activities, consideration must be given to a service market-

ing campaign.
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7. Advertising of Services

a. Nature of Professional Service Advertising

From the findings, there appears to be no strong

emphasis placed upon advertising of any particular sole

practitioner service. Ninety percent of those sole proprie-

tor CPA firms responding to the survey indicated that they

do not advertise for any of the services they perform. This

lack of interest in services advertising may be attributed

to the fact that it has only been in the past few years that

public accounting firms have been permitted by their profes-

sional societies to use public solicitation as a means of

attracting additional business. The change on advertising

restrictions was brought about by public law not from within

the accounting profession. Accordingly, accountants may

feel "morally" constrained and chose not to advertise

because of ethics consiaerations.

b. Impact of Professional Services Advertising on

Total Services

Even though on the average approximately 90 per-

cent of the respondent sole practitioners do not advertise,

at least 50 percent of them thought it would be beneficial

from the standpoint of increasing the overall office work-

load. From this, the author can only conclude that total

accounting services will be advertised to a greater extent

in the future, assuming of course, that accountants are
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interested in increasing the extent of their current

practice.

c. Impact of Professional Service Advertising on MAS

Act ivit ies

Almost 50 percent of those respondents also

agreed that advertising could help a practitioner expand his

or her MAS activities. Although 35 percent said that they

cannot determine if advertising would help a CPA expand MAS

activities, it seems to the author that if clients need to

be "educated" regarding possible service benefits, then

advertising may be one means of helping to achieve that

objective.

8. Client Referral

a. Relative Desire to Refer Clients

Over half of those respondents surveyed said that

they refer their clients with MAS needs which may be unique

or beyond the CPA firms area of expertise. It seems to the

author, that the percentage of those who refer clients for

needs that they cannot deal with should be near one-hundred

percent. A client should not be deprived of receiving help

that may enhance the organization's financial or operating

position. As a rule, medical doctors do not hesitate to

refer patients for services beyond the level of the physi-

cians expertise. Sole proprietor CPAs, like doctors, are

professional service providers and should as a matter of

routine refer clients for appropriate help when needed.
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That is not to say that certain sole proprietor accounting

firms cannot handle all of a clients MAS needs. The

author's point is that based upon the reserach findings,

most sole practitioners are not equipped to deal with the

total range of MAS services. Because of this, it seems only

reasonable that clients be referred when necessary.

C. RECOMMENDATIONS

In view of the research findings provided by this thesis

work as well as the author's conclusions drawn from the

analyzed data, the following recommendations are provided

for the various parties which interact with the professional

public accountanting MAS process:

1. For the Sole Proprietor CPA

a. Plan to deal with an increased client demand for

MAS.

b. Attempt to specialize in certain MAS areas.

c. Refer clients to others when the need arises.

d. Provide clients with insight into potential MAS

benefits.

f. Keep abreast of current professional MAS

standards and trends.

g. Explore the use of professional service

advertising.
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h. Establish long-range MAS plans and objectives for

the CPA firm. Use them to measure the degree of

effectiveness.

2. For the Educational Institutions

a. Continue to provide a general accunting educa-

tional program at the bachelors degree level with

limited opportunity for selected student

specialization.

b. Provide specialized educational programs at the

masters degree level with emphasis on both the

theoretical and practical considerations of MAS.

c. Become or continue to be actively involved in a

continuing education program for practitioners.

3. For the Professional Accounting Societies

a. Continue to establish and promulgate MAS practice

standards.

b. Establish an accreditation program for MAS spec-

ialties.

c. Monitor overall MAS quality as delivered by CPAs.

d. Establish clear cut rules on referrals between

CPA firms.
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APPENDIX A

SIGNIFICANT MANAGEMENT ADVISORY SERVICE ACTIVITIES

The following is quoted from the publication, Management Ad-

visory Services by CPAs, authored by edward L. Summers and

Kenneth E. Knight, published by the American Institute of

Certified Public Accountants, New York, 1976.

SIGNIFICANT SERVICES

accounts payable information systems
accounts receivable inventory control
acquisitions, mergers lease or buy analysis

and divestments long-range financial planning
annual financial planning long range planning

and budgeting management audit
applications software management controls and report
development order entry

billing and credit organization structure and
cash management policy
clerical systems and payroll and labor distribution

forms performance reporting
clerical work methods policy and procedure manuals

and simplification product profitability
computer operations property

evaluations report design and installation
cost accounting and responsibility reporting

allocation return on investment studies
cost standards sales analysis
customer order processing sales forecasting, demand
data communications plans
economic and feasibility software evaluation

studies systems and procedures
equipment evaluation design, analysis and
financial reporting documentation (EDP and
financing, selecting manual)

sources of capital systems and procedures
form design and installation installations (EDP and
fund accounting manual)
general accounting systems test and conversion
goals and objectives studies preparation
information flow studies
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Knowledge concepts
inventories

General knowledge
(Shiprt xpinations and refrences are repvesentatnve and nof evhtustti-ei

Simmnman Descriptions Leidl I Referrnces Level 2 References

I. Now tihe CPA Profession Operateis-The CPA
profession is a major part of (he frame of
reference in which MAS practitioners operate.
CPA firma deliver a range of services of which
%iIAS as a part. This range of services as
influenced by the history of the CPA profession.
its major activitism and pertinent regulatorv
bodies. This area does not include technical
knowledge of auditing or tax procedures or how
to operte an accounting practice.

a. Mfajor Characteristics of the CPA
Profession-The CPA profession's at-
tributes. functions, services responsibilities.
policies,. and ethics.

(1) Functions and services-Auditing tax, "A Description of the The Rise of the Ac-
accounting. MAS services and their Professionsal Practice of counting Profession.
history. Certified Public Ac- Garrv (AICP4., 19701

countanta." Statements Vol. 1. Cbs. 1.2.11: V'ol.
inuoZtes. The Jounal 2. Chs. 7.8.9.16.18.
of Accountancy. Dec.
1966. p. 61.

(2) Legal limbsIlity- Special legal Audsting: Principles & SEC Alccouanting Prac-
obligationa and duties of the CPA as Proceds. Holmes (seie and Procedure. 3d
auditor. Overmyer (Irwin. ed.. Rappaport (Ronald

1971), as. 3. 1972). Cbs 26.27,2.
S3) CPA professont ethics-Due care, in. .IICPA Prof essional Same citation as level I

dependence, competence, anid other Standards: Ethics.
matters of ethical concern. Bylaws faa of Sept. 1.

1974) (AICPA. 1974).
Entire teat.

bs. CPA Profession Polic7 Making Processes-
The MAS professisonal should understand
how issues Are consided anisd resolved in the
CPA profetasion.
(I) Sstate societaes and AICPA-Policy for. No citation at level 1. The .ccoueg

imamo. ethimaaeacent. infonuguton Proessin. Bucklev
WVK Buckley (Melville.

1974),
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Summarv Descriptions LAeI I R'ferriscrs 1.ese 2 ftefrerna

2) Public (gosim~ment g sces-State No citation as level 1. The Eccowssig
accounting boards. SEC FTC. and Prooestuu Bucksley, &
others ansd how they affect accousnting Buckley (Mlville

P -aics 1974l.
c. AlAS Rod. and St~Adrds Ire CPA Practic-

AICPA suasements in respecs to operating an
MMA practice and the standards by which she
priatie shoulid be conducted. Thes stan-
dards apply to the MAS practitioner himself.
to specific engagemens. and to she MAS
pratce as a whole-all within she CPA
prolessioti context.

it$ Role of smnaigemen W 9Se~es in the CPA Maanagenment Sevices The .ccoufltsi
/irm-Relation of N4AS to other CPA by Accounting Finns, Profession: Wise Is It
firm s ervices. abiity and need so render Armnen I Ronald. Headed? Came
management services. all asdeterminafits 1967). Chs. 1. (AICPA. 1962).
of role and scope of NIAS appropriate so Ch. 6.
a particular firnm.

(2) WAS prtisce sisads-Peuiosial No citation at level 1. .Statements on manage-
charactertsasca competence, due care. rnent Advisory Services.
client benefit. understanding with client. MS Executive Com-
planning. supervision and control. si. mist.. AIEPA. 1974)
ficieni relevant dasta. communication ad Chi. I.
enage@ t results so client.

2. How Business Opevazirs and Is Martaged-The This section-How
operation and management of organiztionh Businesa Operates and
and organizatifn functions such as marketing. is NMassaged-is definedi

personnel. Iitace. accounting, and opertions; a consisting of con-
related amw sch s economihs. businesa law. cepts itncluded in an
and environmsental factors. T'hese conceps are MBA core. Thus, there
included to the extent they would befound in the are nto level 2
core of a better MBA program accredited by the ref erences.
American Association ad Ckillegiate Schools ad
Busanes (AAC(11) (this same knowledge may
also be available from other sources, including
ALACSB&ACCredited RBA programs).

a. MWanagemiens (Theoryi and Priaitsce)-The
biai responsibilities and processes ad
msnmageinent; the essential principles ad
management; the basic isues confronted in a
managerial context.

DManagersi respounsibility descrip- Principles of Manage-
tions-In the major functional and miesh: An Analysis of
program areas of business. Managerial Functions.

5th ed.. Kcosstz &
O'Donnell (McGraw-
Hill. 1972). Clii. 1.2.3.4.

2) Principles of management- Orgmnizations Behavior
Management by exception, span ad and the Practice of
control, defining responsibility corn- .lartailerent. Hampton
mensurase with authority, operating (Scott Forestsan. 1973).
according so a plan. etc. Ch&s. 3.4.6.7.

3) Practical tssurs.-Decentralization. dele- The lerts of rap
gasijos f authority. emplovee paroicipa- Management. %fann

ion and morale, technology change. (McGraw-Hill. 1971).
redefining objectives. etc. Ch*. 2.6.8.9.11.12.

(4) Production-Use at management and Product aoviInventory
engineering principles in opration and systems,. Buffs &
control ad uinsaiacssring. procestng. Taubers diwin. 1972).
and producin sysmomfa Cli&. I-3.

b. Swms-Us of $YOM"ni analys and m-
mmnsolagy, to dsrbe generI organizaaional
functions.
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Stiomary fDr-iripioun% Leusd I Refrr-nrs Lt-wrI 2 Relretimu-

I) Theory and terimvolg-Requiaute Intformatimon Syst~ems:
variety. control; systems classification Thseory and Prctsie.
and common elements ie g.. open vs. Burth k Stratef
closed syuastrs feedback). etc. Hamilton. 1974). Chs.

1-4.

(2) Sysuas descniptiore of organizaion ~Svstems A4nalys as.
funcions.-Emphasis on effects ofl inlor- Daniels & Yrates (SRA.
Almat tranafer and systems interaction 1971). Cbs. L" ,8.10-13.

and control.

c. Finance and ,4ccoaning-Financing forns
t private and public sector organtations.

role of the f inance concepts and uses of
accounting and Ihsucal information in
business.

(iFinance tunction forms and re- Financial Mansagement
sponsibilatirs-Planninot and control, and Policv. 3d ed., Van
liquid assets management. Availability Horne IPrentice-Hall.
ol capital as required to achieve 1974). Cbs. 4-8.16-
organiz~ation objpectives. 19.20-2S.

2) Financing farin for private and public inancial Afanagemena

'"ctor organiasons--Equiiv and long- and Poilicy, 3d ed., Van
ind short-term debt: taxing authority; Hlone (Prentice-Hall.
%pecial probletms of partnerships and 1974). Cbs. 9-15.
pmopeetorisipa in raising And main-
iiaming capital.

3t Basic accounting pinciples-The major Intermediate A4ccount-
iccounting concepts such as period tig. 3d ed., M4etis. Muosich.
matching of income and expense: uses Johnson & Keller
and interpetations of accounting (McGraw-Hill. 1974).
stairments: role of accounting in Entire text.
management information svssens. etc.

11) swic mnegenalccountmng-Concepts Managerll~ccountf-
of budgeting standard costs. respon. ing, 3d ed.. Moorr
%ibility reporting, variance Analysis. Jaedicke (South-
cost-volume profit analysis, and cost western. 1972).
rport ing and control. Cbs. 9-15.

d. Computers-The significamnceofcomnputer
in business and govertnment and the basic
guidelines for use of computers by manamge-
ment.

I) Elemntnary computer rsitems skills- Informationi Systems:
(Ise of timesharing facilities: ability to Technology.
flowchart simple calculations, use srn- Economiic..
ple computer software, and write star Applications. Mader
user-oriented language programs. Hagmn ISRA. 1974).

(:hs. 1-14.

t2) rapabiliews and chavacierissics of a Instrodutct ion to the
simple campus"r svutem-input and Campsite? Fuori
output media, memory, (internal and tPrentice-Hall. 1973).
exiternal tvpesi. and central procesaing Parts 1. I1. Ill.
unit; business data processing. its major
applications.

e. WfAvheing-Selling and distribution I unc-
tiawmf is business, including marketing
planning anid research, selling, adverising.
and admfinstataion.
1I) MWarketing functtion om pacvtpiu- Marketing Manage.

O)rgansation. map, nespmtsbilities. mivt:.fnalvis Plan-
planning, and- al. ning and CbntroE42d

Hall. 19721. Cba. 1_6. 9.
W0-2 4
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Summjrv Desriptaunb Ll I Relrrncr Level 2 Referentes

M) Miajor Whrktingd(&(Utofl-Sriciof of Marketing Minimer-
dweoibstiro Channels arket identifica. oni: Analysis. Pla-
tion. brand image: product-line control. tng and Control, 211
advertising policies. use of credit as a ed.. Koller (Prentice-

Mmhemia tool. Hall. 1972). Chs. 12.
19.

1,Perii-Amuraice of adequate human
resources to carr out orgaiziationi objec-
taves; evaluating organuassoti policies for
compatibility with sound personnel prac-
tice.

(il Personnel function description. Personnel Manage-
Organization, majoir responsibilties. mieng. Jucius (Irwin,
planning and control. 19711. ChL 1.5.8.9.25,

t2) Maimr personnel deciaons-Hiring. Contempovry
training. job evaluationl. salary adjust. Problems in PersonnfeLk
ment, labor relations. bowi concepts and Readings for the Sewni.
objectives for produjctivitys improve- ties. Hamner Or Schmidt
"sent. (St. Clair. 1974). Entire

g, tanagemesit Science.-Elewnemsary, qusan-
titative aids (or descrbing and analYting
information.
t ) Basic calculus and tiner algebra- Elementary Matrist

Elementary concepts of integral Algebra. 3d ed.. Hahin
calculus, vecior and matrixnotattonand (Macmillan. 1973). En-

operaions.tire text.

rhe Calkus: A
Genseew .pproach.
Toeplitz cChscag.

1963). Chi, 1-3.

(2) Elementary statistics and problabiy- Statistics for Moderit
Tests of hypothesers and statistical dect- Business Decisions.
sion models. etc. Lapin (Harcourt.

Brace. Jovasnovich.
1973). Entire tests.

3) Concepts of quanitiative deciion Quaritiaine Anaslsis
,nodeit-Lineas programming. inyers. /or 8Saameaa Drcsonts,

lry economic order quanuty. waiting 4th ed.. Bierman. Bonini
lines, and simulation. It Iauserns (Irwin.

1973). Entire text.

h. Econsornscs-laaac principles (or analysing
and underitanding the economic dimension
of human behavior, die characteristics 01
markets. and inters-ison of public and
private sectors.

(I) Mtacro and MWco ecorsomucs-Ptolit Economics. 9th ed..
maximization under varying comn- Samuelson 01cGIUw-
petitive absuwnpuons operation of the Hill. 1973). Enti WIat.
monemay system the role of the federal
budget in imuuiisal eoionic policy.

(2) Maanagersai ecemmmacaer-Factor produac- Mticroeconomic
tivity and peolit masimsaation; ModeL, Kogiku
econiomiic ,modfa ism~of decssiOns (Harper It Row. 19711.
sucht s now pmouct introduction. Chi. 1.2.3..7-10.

i. Business Law-mic peinciples of social
behavior: regulationi by law.
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.ummarv Desriptions Level I References Level 2 RelfeS

(1) Leaw relaimS to bisimarns-The legal Principlen of Busumi
tof buinsess and oter Law. Corley & Robert

omwitamuiona; comrmon situations re- (Prentice-Hall. 1975).
qwnrng expert legal counsel. Chs.. 1-6. 25-27. 32-39.

(2) LAw rifting to the professioni-Lepa 4ccounstmnes office
responsibilities. rights. and liabilities of Mfartual and Practice
the consultant: importance of ethia. Gussf.Zweg (Prentice-
competience, a&d independence. Half. 1969). Chi. IS.

j.Behavioral Sciences-Pnnciples of motiva-
tion, influence. authority; psychology of
work organizations. effect of information in
modifying behavior.

I1) Insinnsfuul and small group behmaot- Interpersonal Behaior
Interactions of individuals with their in Small Grous,. Ofahe
environment and other individuals. (Prentice-Hall. 1973).

Entire text.

121 Orgmnization belmat'o-lnteractions of Organization andi
organization segments, and of MIanagemnent. .4
aeganustiona with other orgaizations. Svstems Approach,

Kant & Rosenuweig
(McGraw-Hill. 1974)
Ow. 1.2.3.4.6.8.

3. U'nique Characteristics of Public Sector Fi'ancing.Ifodern Same citation as level 1.
Enthties--OTganiting. financing. controlling, Government Anderson
and operating a not-for-pmlit institution or (Houightoni Mifflin.
government program: public vs. private sector 1973). Preface &
allocation of scarce resoutces: economic welfane Ott. 1.-9.
and public cholcet collective decuato-nultang in and
the political Process; growth andl productivity in Analysus of Psiblic
the public sector. Systems. Drake (MIT

Press. 1972). Entire text.
4. Communicuot-Commumiatiort proficiency (No citations at level I

is essential to the consiiiiing promes. in which because ihewe skills Aid
-MAS peofassionsda transfer knowledge, pirmote knowledge are not ac-
change, And otherwise utilize informnation's quired at the 5-yeair
effects on othe persons to achieve Agreed-on university program
beneficial objectve.. This proficiency is re- level.)
quired in collecting input, developing
recomndato s and later in implementing
these reconmendains. In Addition, coin.
munscatiots proficiency is essential in practice
management and development.
a. Wnittim Communwtmo-Eitimuial for An Introduction to Lot-

engagement-related documentation such as ie &r the scientific .Ieth-
proposals, letters of understansdinig, survey od. Cohen & Nagel
nnsmes working papers. reports to I Harcourt. grace.

clients; for practie-related documentation 1936). Chi. 1.
such as kils descriptions. staff tranuingan Effectrve Burstiess
evaluation, andf client industy file prepam Report Wnitmig. 3d ed..
tion. Brown (Prentice-Hall.

1973). Ohs. 11.37.8.
Darutmenterion Guids
for .fdnmunistion of
.tfigamente Advisorv
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Sumniarv Detcnpaons Le I References Level 2 Reerrnces

(I) Iain "arg-Symaialy eliciting EfeW Bamesa
specifi inclamisuor from others ROMhp Wngmg, 3d ed..
throuagh a plannud or structuued in- Brown (Pinatice-Hall.
teeroatia. 1io 973), Pp. 211-219.

(2) Conawrsauin-MAatuti unsuctcured ex. Coatrnsuacting in
chat at cubuaive informaction where Busuna.. Undasier
the exchange is necessary to an %4AS (Maecillan. 1974).
prom.l. Chs. 1.5.6.

(3) Oval primstioii

5. AEAS Practice and Engaeent Cher- (No ciations at level I
actaestcs-Categorucation of MAS servtces and because thewr skills and
practies; N4AS analytical approach to an knowledger are not ac-
ensagement: conduct of MAS engagements; qwrfed at the 5-year
managcement of an MAS practice. university progratin
a. Clasifications 01 AAS Srvices and level.)

Practices-Why clients seek MAS serices:
types of %4AS practicet delivery modes of
.WAS services.

i Surtmey aind action engagements- anagemnent Senaices
Distinctions between engagements that Handibook, Walley
end with amrport toa client (survey) and (Business Books. 19MS.
engagemsents that also include in. Chi. 3.5.
pleomnuin (action)

M) Two-party us. three-party engage. Professional Pract ices
mnes-Disincions between en- In Managfemenit coon-
gagements affecting only the client vs. suiting, (ACME. 1950).
those also affecting a known or uti- Cli.. 4-.
known third party outside the client
organization.

(3) Systems or decon mnue of en- Menagement Services
gagement-Disiracuon between en- Handibook.- Wall"y
gaternsni to find ways of acem- IButuiness Books. 1973).
phashinit a given function in an angocing Chic. 4.5.7.
or routine way (systems) and
engagements that addrees unique. non-
recurring situations, (decision).

(4) Practice unit size- Relationship Professioial Practices
between practice unit uar and piac- in Managernent Cops-
aitioner charactenstica. suiting. (ACME, 1966).

Cli. I

(5) WAS service diefvirt modes- How to, le Best
Distinctions between engaemnents with Results /rumn Manage-
relativecly little written docuinentation or Mmsn Consultant.
reporting (informal) and engagements Shay (ACM'hE. 1974).
requiring extensive documsentationt and Entire text.
whiten repoecung (lforoual. Factors that
are considred are risk of incoinpiete or
misinterpreted dam or client cuis-
understandaing of ricmscmendations
time -eo before ruaciandicuotu awe
needed: ep im in working with the
client: appliiailiair of lipe-ixiang
compsan Ud~c iauc knowrcle
anticipaie pmisicastl unit input and

b. AEAS Asuilyt Appciarlss Esigagements-
In all typips of enwogmeMa structured
analytia appracI ame necessary.
although these approaches vay somewhat
with the type of enggemnent, they are
esenttially similar. These approaches are
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Summary Descriptions Level I Refeice Level 2 Ref erences

detailed how in sumay form for
engbgments dealing with systems and with
deciation subpec master.

(1) SYueMa aPPrnac-Anallyze existing Pvaceaa COMUssIatiou:
proedurts; deteriin legal. infoesna- Its Rob in Cofgasiz
ison. coftrol, and operational re. Is DosiioluwnaI.
qwrentss a new system must satisfy: Scin fAddison-
prepare preliminary designs for she new Wesley. 190). Entire
system; prepare operational designs, teas.
including flowcharts, procedures, and
documnentation desciptiona; install niew
systenm; modify as necessary for sausiac-
tory operations.

(2) Decisuo, approach-Analyze existing .4ccountantas Guide to
decision variables and relatiouships; Profitable Manage.
determine criteria of acceptable insit A4dsisovy Se,#ces.
recommnendations; develop alternative Whiteside (Prenitice-
recommendetiosss carefuslly evaluate Hall. 1969). Cbs.
recommendations (or acceptability: ins- 7.9.9.26.
Plemimnt the best alternative recommen-
datioti. and modify as necessarey to
achieve acceptable results

c. Conduct ofMAAS Engagemerits-Most MAS
engagements move through the following
phases or stages.

0) Etgagewsens propiosal and planning- Documenaauton Guides
What to put in proposal and letter of for .dmuneuatios of
understanding; tasks or phases of the Managemenr Adisory
engagement; estimated timing for Sert"ces Enqlageunenas.
achieving taskts or phases; allocation of Staff Study (AICPA.
professional staff to tasts or phses- 1971). Ch. I
estimating engagement costs

12) Engagemnt nsenagemeisl-lnter. Guidelines for.Ad-
actions with client personnel; adherence inistration of the
to ihe engagemtent plan; punctuality: Managemient Advisory
progres reports, knowledge of current Semres Practice, staffIstatus ofshe engagemen t: working in the Study (AICPA. 1968).
client's office: unproductive time. con. Ch. 2.4.3.6.
trol of out-of-pocket expenses; evalua-
tion of staff on engagement: keeping
working papers,

(3) Final report and engagemsent Docuvnerratsav Guidos
etslualsoe-Finall reporting; docstmen- for Administration of
tation and support for conclusionls, oral .tfanagetnens Advisory
and writteen reports; engagement perf or. Sertices Evigagemersas.
mance and sinficance evalussmo-tso Staff Study fAICPA,

fimardt 2 L 2 e nL 171). Entir st.

(1) racice eorotsime-nhacingtherheSuccessfulCPA finn repssatu for effective servicr Prof essional Practk-t.developing the practitioner's Leroy (Prentice-Hall.

Pr) acetace masnsagnast-Stad iin PersonI Qui~fication
treissg seasmsiot n ifrto.o Management Cts.
sibi"e resses; quality asrnelsat. (ACNE. 1966).
progras: ismsena system and Ensue teat.

Haudbook, Walley
(Ruasun Books. 19731.
Ch. 4.
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Executive planning, implementation, and control
(Short explanations and ref erences are vepreueatow tutd not ezhaeftinij

Summiary Descruposans _Level I References LAVES 2 Riiiei

I xetugaw Managmment "n Fuctor-Hisory
4f management; msajor nuaegerial philosophies
and schools of thsought;: responsibilities.
proicesses. and funcions of top management
within an oegsnmaauon.

a. History. Phslosopmy. jand Princi ples of The Evolution of The Functions of the
.Wanageaent-Basic foundations of MWanagementz Thought. Exectuniv. Barnard
management as seen by significant students Wren (Ronald. 1972). (Harvard. 1968). Eiare
of managemenst of the past century; an- Paris t.111 ext.
dustrial revolution and resultingClsisn-"rde
organisatios emergence of scienific Clasic M age
managemeni; the corporation as a social mAtS, 1970.rSetion
organization; motivational theories, dealing with Taylor.organiational structures MWd theony. Gana. Fa1'ol. Mayo.

,McGregor.

b. Contemnporary Mlanagementu Thostghs- The Et~oldi-t of Managing for Results,
Fundatnental approach to management as *Wpmag.-esrhought. Drucker (Harper &
estoeessed bv navor curmt writers anid Wren (Ronald. 1972). Row. 9%4). Entire text.
managers: theory X and theory Y. systems Part IV. The Will toMnae
theories of management; management by Blower i .MGraw-Hill.
ulslectivers: organizational behavior. 19) Entire text.

C. The Major Funtionst of Marsaffesersk-~ AMassagewa. Theory Same citation as level 1.
Planning organizing. ittalling. implemet-and Practice. 2d ed.
tang, and cotriolling. Dale ("craw-Hill.

1989). part S.

2. Sirategic .Warmieweas Planasig anal Contdoi-
Determination of an organostiots managerial
requirement including goals and objeessse.i:
planning to achieve goals and: objenu
mairkets in which to partscipate- orgassiaon
structure and major functios technology and
capabilities; geographical location.

a. Idenstification of Goals and Obyectivea-
Structure of national and world commerce:
structure of markets; dynamics of change.

(1) National and world commerce and Nis citation at level 1. Business Week. Last
mnarkets-Mhajor human, energy. and Is mnos.

*raw matel oesdan ss rends i

commerce relationships in economic

activity worldwide.
0) Dynamis of changer-How, individuals No citation at level 1. Changing

and organutsons respond to economic Organizational
and odie incentlvm rika. and rewards. Behan~or. Bartlett

(3) Regj~naf io of comeanirp-eniod out. Public Policies Towardl MWastagmaen of the
linesof goeminenregulation; national Busintess, 4th ed.. Multiastionals. Sethi &

* sW imnuualnd ieansivin and dia. Wilcox (Irwin. 1971). Holim. (Ffm Press.
inmiveat cula stsaiest iner- Entire teat. 1974). Pasw I.II.IV.V.
national fiuaam

(4) Goals assi ofetar*s formulatioun- No citation at level 1. Ther Achiilg Enter.
Wetting internally consistent. pew. ChiOhi
ahievable, and appeopriate stateet (Ai-ACOM. 1974).

of goails and objectives. Entire text.
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iummni~r fleiriptions Uel Irictrts I.e-%l 2 Refcenmr,

b. Iduentificuion of Policies to A4chieve Gouls
anid Objictsurs-L'se of economic anid
technological forecasting; long-range plan-
nim ni usllty analyss organization smavc-
tura'. and oter major area of policy for-
nisslation.
(1) &ousoin and technological fore- No citation at level 1. An Executives Guide

casting-Significance and use of quan. to Forecasting,
istative and quslitative economic arid Chambers. Mullick Ik
technological forecasing techniques; Smith (Wiley-
integration of econometric models wish Intericience 1974), En-
corporate planning models, tire text.

t21 Long-range planning and feasibility No citation at level 1. ToisAlanagmnent Plan-
analysis-laboration of goals and flii.C. Steiner M.%at-
objectives into buiness policy: feasibili- millan. 1969). Chs.
ty analysis of policies to determine 1-10.
acceptability on legal. economic. en-.
vironmentai. and humanitarian
grounds.

(3) Capital expenditures-ldentification No citation at level 1. The Mianagemsent of
and evaluation of possible broad expens- Capital ftperidituves.
diture categories and capital additions Nlurdick & Dermming
programs; poserexpendliture audit. McGraw-Hill. 1968).

Entire text.

(4) Financial structre-Alternative deft No citation at level I Strategy f Car-
and equity capital structures: corn- P~~'a'~ Fintancing.
patative evaluation of their relative Hutchison tHawthorn
effectiveness in meeting aniia Boonks. 1971). (:hs.
capital requihettsnnta. 1.2.6.7.8.9. 10.21.

t.Organiuations Struacture and Change.-. No citation at level 1. Organization. Dale
Alternative approachesg to assigmnent of (AMA. 1967). Cli,. 1-10.
responsibility.- delegation of authority adorganizat ion Reneiwal.
accountability; evaluation of orposioO'. Lippit (Appleton-
alternatives such as centrailized. decesi- CxnturvCjrofts. 1969).
tralsued. horizontal. or vertical integratiors; Entire text.
national or multinational: dletermine stc-
ture inost likely to promnote aeganumsica
goals, special aspecta of organiutouna

change.
d. Policy Et'aluaiin- Review of policy as No citation at level 1. Strategy and Policv

distinct froms review of operations; criteria of Forvnutions. An Integra-
policy effects ivees policy change processes true Approach. Paine
direction, coordination and motivation of &t Naumnes (Saunders.
policy procres by the chief executive. 1974). Entire text.

3. MWanageent operations BMW Evaluation-
O~rganizing. staffing, planning and conducting
iverall top magemstent operations in the
framnewik oif established policy; review of

oprtosresulta: exercse of managerial
auihiniiv to affect operations.

a. Operations Planning-Etabliismen of
short-termsi plans identifying current aflur-

(1) -Short-l1nn plasning-ODeveloping No citatioun at level 1. Top Mansamnent
shoes-urn plans, goails, objectives con- Planning. Steier
sisters, wish policie ansd envronserit: (M~ii~i.1969).
uilizing shos-run forecasts arid cor- . I
pntus fiesrms respecing iNaageal
devises andi corporate flex~ibility.

21 Operations alaerneriws-dentifving No citation at level 1. Top Manassgreet
And evaluatingrurfrnt alternatioves:; tools Planniong. Steiner

for decision making: planning in (Matcmillan. 1969).
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Summary Descriptions LevelI I Rterrncev Level 2 Refernt

mairketing. producion. research and
development, and lanancer.

b. Opseramins Orgmsunrg and Slelffng-
Asugu of audioriky and responsibility
at operatng smngmen levels.

(1) Position dircaptaanw-Ajaembling or NO citation at level 1. Def suing the Managfersl
identifying the workable combinatios job, Bennett (AMA.
of resposibility and authority for 1958). Pan 2

anagertal postuins necessary so carry' Appendix.
out plans; improving descripuions of

rap Management
eisting poitons; preparing missioni

Astamens for manaemn etialiaagnet
and cxcuuveabilites asa baai fpailcs (Hienitaf

speifi maageialaaaunmfsa 19eren , Board. )

(2) Ansis n of respognsibuatsfn- No citation at level 1, Psessormacpraisa

Matchisng individuals and positons Taent: A Key to
eluation of executive performance. .Wanagersal.Manpower

Planning, Finkle It
Ingerscience. 1970). En-
tire text.

c. Operation JmpkiseUWAtWn and Contrl-
Direction. coordinsan, and motivation of
action by the principal executives;
managerial control-. evaluation of resls:
managerial actions to aime plans oripev
per(o-ac.
(1) lnpinesmanalsom-Diaciion. coordina. No citation at level 1. Managerial Behavior,

isoin, and conduct of operations, through Sayles (McGraw-Hill.
nmageril superision. decisioni. 1964). Entire text.
making, and intervention.

(2) Control-Evaluauion and control of Planning and con- A Total Svsten Ap.
oPeranatl through syateINa Procdures. trol Systerns: A Frame. Prosch to Mana gement

inlrmaionreort, ad anaeril ork for Analysu., Control, Stokes (AMA.
Appraisal. Anthony (Harvard. 1968). Entire teat.

1965). Entire teat. Managing Bv - and
With - Qbyeirtses.
Wiltssrom CGon.

lerence Bloard. 1969).

4. Important .lPodsataesn of Exectt Plannsing.
Implemvenaaton, &nd Co~uvol-The concepts
found uniquely acrased with these
alcauOm s -noemmY for a cmoeAte un-
dersamidiag of this body of knowledge.
a. Afavgav Acquisihn &nd waaur.v- No cilassous a level 1. Corporate Acquasios

Analyiagf needs of a leaden.s for ere or ~ ow a Mergr. FOX *
divestiu alsuamlvfti proceduam far Fox hMtuhew Bender.
locating amediduan evejisioss of can- 1974). Cha IM2.32.35.
didam im arrowof saeitha aind weakensmt
-mrh -nf tehol. musegiremul
divestiture peosd 'n arae. Old saNCtIca
for coducting mrem acquisitions. and
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Swumary Descriptions I1^ri 1 References Level 2 References

Is. Smnall Btuxosm Eajcuuiv anagement- Small Business &me amuooas - leel 1.
Thve managementi proces a related par- Management. 3d ed..
ucuiauly to she eimosuent. orgmnizationial Berom & L"ongeiecer
capabiiia asnds o the small com- (South-Western. 1971).
party. oegaadin studies wed manuals for Entire text.
smail bsmm

Finance and accounting
(Show ftpIiai*ons ad VfYrencCs am ?ipreim~att dadi nt e hassaa)

Sumarylif Description& Level I Referensces Level 2 References

1. Finarcial Ovganizaison Responsibileties and
Reporting-Operation of the finance function:
communication of the organization's fmnaricial
information to oilher busanci zs and entities.
understanding of fnancial and economic
information receved from other oranizaiosa
corporate growth and asset acquisition, and
mnanagemnent of the organization's capital re.
quulemnts.

a. Financial Responsibilities aned Corporate Teeauarf's Top Managemnt
.Wnaemss-Oralpurpose and stnwsc and Condroflr's Fit- Organizaton in

ture of the finance function in busineas cyclopedia. rev. ed.. Dnisonahiwd Corn-
maimr responaiiiiiie;noral policies for Goodman (Prentice- panies. Sirglitz &
operations; clities and relation be-wee H4all. 1975). Chs. L. Janger lConference
treasurer aund tolle. Board. 19551. Cii 7.8:

pp. 142-151.

Is. Fmssscsui Stawasis Revuv.-Ceique, and.. Meagevsi Account. Finanicial Statements:
interpretation of the client linancial

4
t mg. 3d eq.. NMe Form Analysis and

staementa. as well as dinse of cmpedsoea* Jaedkkle (~Sth. InYeratioii, 6th rd.
suppliers. cualoeaW or Pouial acquisema Wesseen. 19M2)0w. Kennedy & McMullen
for credit. stability, acquisicia. or other 1.2.. (Irwin. i9731. Chs.
client purpose. 1.2.8.9.10.

c. Cash Flow. Coosir-Caintrol ova cash on hwfirwn'dow Account'
hand. temepta ad depasita. disburisemns: iiig, 3d ed.. Mets.
location and uses of lack boxes. locaion of Ntassch. jolinsain &
bank accousntsa repoetinig cash pomion: iere fP~cGraw-HiIL
preparation andl use of cauh requirements 1974). Chi. 5.
forecaat. accounts rmvabie an acons Itra CONIo4 Corporate Treassurer's
payable contral. credit policies, and credit Agas Fru an OWcnrle' Ens.
and collection iMuiagiieiiL Waste. Cdm & cysclollsiolu rev. ed..

Osild (Preici-4lL. Goodman (Ptrnisce-
1958). Entire text. Hall. 19751. Chs. 10.18.

d. Asset Protectioun aid Interal Cosigrol- Internal Control Corporate Tneasrer;s
Policies for cantil af major sues acquss 4§wna Fraus and and Controllr's Eve-
ton. locaion. um and dispoal; accounml Waste. Cadmus & rviiopedi. rev. rd..
for asset,; eview iso mem holIequary and Cii (Pmenice-Hall. Goodman iPrentice-
contrbution sopman.. decievem 19U). Entire seai. Hall. 1915).
ol orgnstido ablectivest tomedheep..g Cs. 2lJ&
and control of invatives o adectitans

e. Economic~ Analysais of Financial
4ltei~idtoda-.Ced r ofa papnal"

for comsmaeas of buinhesia m "sng
and shoe-sm um as Ouio thawr
oveal wosi-ime" wish sn - -plnsa
the annual buig analysis of proposals lor
mawo structuil - theough mange.
acquisitiosn. or a Mlkeus legal business
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Suammirv Descnplmwns Level I References Le-vel 2 tefrencts

40 Financeng and ceal iawer eketroxm Eiueials of amaaco
crisese-aCsiil stacturt and con. Niuafiital Finsince. 3d Masnagersal FIUIUC.S4.
figuratin use af apital conumbutions. ed.. Westo & Brigham ci.. Wuair Or Briga
wetcdna" sndallonajaig with bsuslu. (Drydeni. 1974). Ch. 25. (Drydria. 1974). Oaa. 7.
investors. aredism. ad ohs in- 9.15247.2Il.
stonuam; cos of caal comp"Utto.
methds

2) Return an ismamat sdin-Evaluui COOt 4caunting-A Sessckedm m lvel 1.
efficiency of capiame.ug allocate capital Managerial Emsphaaaa
among buasng. segmmfw.1 establish 3d ed.. Horngren (Pies-.
peolbt repamsihlitii. aam.Ha&. 1972). 01. 21.

and
.aNagfvaal A4ccouAnt.
*iai. 3d ed.. Moore &
jaeicke (Souti-
Western. 1972). Ch. 5.

(3) Capital ezpenslae NWuMlp and BiselhtifntesoFiance. Financua* Analysis to
profserty mmnagann-Select among 4th ed.. Hunt. Gu~dt capital Expen-
competing capital acquiaitiofh. provide Williams. It Donaldsn detain Deciionts. NAA
(or proper use ofpropety and movemet (Irwin.6 1971). Ch.. Research Report 43.
of capital to most productive property 8.9.10. (National Association
forms. of Accountanta. 1967).

(4) Lease or buy toda.-tda ideter- Bane Business Finainco. Sm citation as level 1.
mine mans cost-ellgcive form ad aim 4th ed.. Hunt. Williaims
control. Or Donalson (Irwin.

1974) 0.. U.

(5) Merger an guaaamadd inair- Lset-a of Conference on Mdergers
ctal evluioan.-Du~inmng canjddaw Managerial FPsmnc 3d and Acquassatonu. Holst?.
qualifications; evaluaungqualiftionst ed: Westor & Brigham Unruevut". 19M6, Easton k
against thonse mblisbci for acceptable (Deydiss. (994). 0.. 23. Srose tMcCuichan.

candiates.1970), Part 1.

(6) Forms of buisaness endety- .4nescaBuiaaw An Sam citationaa level 1
Proprietorship. paaeshap. crepoes. Introduction. 3d e.
uot,: it onea of this1 lansno dtheauctua* Mause, & Schwaru
alternative ad probable operating (Harcoturt Bmc
charactritic o ad i.Joesnovich! 1974).

Ow. 3.6.7A=28

2. .Vmnenet Planninsg, Repot and Controls.-
Development and preehtation of managemnt
and opeating plum-~ reports on activities for
comparison against plans; conformc of
activities with plans.
a. Annual Financial Planning and

Sudgesne-Drieloping and insaln an
operaing budgetusyueam in -* aepfoimn

(1) Annual planing guidehises-Setting Budlgeting: Pmofte Plan. Same citation as level 1.
procedures. cusoff dames and econoic e n and Control. 3d
assumptions for prepaation ad annual ed.. Welsch (Prertimor
budget by profit and cost responsibility Hall. 1971). 01.. 1.23.4.
centen

2) Functional area budgets- Budgetnig: Profit Plot- Budpeimig'eY mo
Aininwesmaa. dormaneamon. said nine -d Control. 3d Piannait and can-

ob~ecuves ad budgering pmea; scdtedul. ed.. Welscha (Premitim ira rev, at.. jam Is
ing iew lbudgtrevsionodbsdgt Hal 197 1). C0 1- 11.- Trestle (AMA. 197 1).
mist k vel umn ad flexible budgets.

(3) Cap"t -, .p "mhvr planning and The capow sis ap assting keym s
budqertmg-C~da ss ad capital Dwassm. 3d aL. 3low- PhMnnu dad
budget with functional we budget and ass blsctilhan.m Control. rev. e.
busin polifes 1971). (Cas, 1-7. jone & Tivnan

(AMA. 1971). Ch. G.
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Summiary Descriptions Level I References Level 2 References

(4) Buidget conshdalson and reviewv- Budgeting: Profit Plant- Budgeting: jrey to
Consolidaion of product-line arid divi- ntng and Control. Planning and Can,.
siam asks and cost center butdgess use of 3d ed.. Welsch (Prentice- teal, rev. ed., Jans &
financial aad' to evaluate alternative Hall. 1971). Cli,. 12.13 Trentin (AMA. 1971).
OPuuung -Setaege final budget revs Ohs. 13.14.
sion sail aproa cycle.

b. Iritt "v.1 Performance Analysisaried
Rept - V-Adepting information to sae
specific managerial needs through
reclassifying, summarizing, and sarning it
in different ways; comparing actual and
budgeted values of recognized perforniance
measures; identifying significant differences
and systematically bringing them to the
attention of managers of appropris
responsibilities and level..

(1) Product pvofstabilty-Product lines. Coat Accounting: A4 Profitabilitys Account-
regional and demographic markets. .Wanagevsi Emphasis. tig for Planning and
long- and short-term perspectives: fixed. 3d ed.. Horngren Control. 2d ed.. Never
semifixed and variable costa. price (Prentice-Hall. 2972). Trawicka 'Ronald.
determination. reporting. COs 3.11.2&. 197M). Cli,. 2,7, 8.11.

2) Business segment profitabilit7- CoatArccounting:A. Divisional Perfornt.
Segmentation and control resposiability MWanagerial Emsphasis. ance: MWeasuremnent
definitions,. budget responsibility. 3d ed.. Horigren and Controi. 2d ed..
related to long-range plans, control, and (Prentice-Hall. 2972). Solomons iDowe Jotnes
doctumenation. Ch. 21. -Irwin. 19W8. Entire

text.

3) Project and supporti fumects No citation at level 1. Financial Analysis to
budetng-P ogram budgetsa protect Guide Capital Expert-
selection: management and control; diture Decisions. NAJA
planning and budgeting suppoetive Resesrch Report 43
services such asmaintensce and (NAA. 2967). Os. 4.5.
research. and

Complete Guide to
Project Mane gensient.
Lock CGahners. 2969).
Enure text.

14 Responsibility reporting-Design of Cost Accounting.- A Profitability .4ccount-
accounts to support reporting and Manmageesal Emnphasis. Inig for Planning and
planning activities to individuals 3d ed.. Horsigren Control. 2d ed.. lkee &
responsible for them. identifying in- (Ptrntsce-Hall. 1972). Trawicki I Ronald.
dividual responsibility; -emoeing and Os.. 5.6. 1972). Ch- 4 appendix.
reporting information including
variances (actual vs. budgeted
differences).

(5) Data /or reat returns and tax planng- No citation tt level 1. Tax Guide for %nall
Nature of taxes; framework of federal Busineis. iIRS. current
taxation of bsiness anid industry: rar). Entire text
selected tsuens such asinverpersod in-
come tax allocatiis. loss carrybaicis and
cavlorwds. accrual alternatives. tax-
ing capital gint.

(6) Itnrs -ritermaf reporting rela- Bud girrng: Profit Plan. How to Uise Manager.
tuohi~ps-H-isioeical, financial, and rnng and Control. utent Reat. Weueseck
statistical data, tnred foe performance Id ed.. Welach (Prentice. (Wiley. 2973. Part 1.
meswturs that increase profit and other Hall. 2971). COs
outside measurs of performance. 15.1&.17.

3. laisasia' l*guensc lce. ' ,- I i 1wt
sytm. and itersel accausg policies.

a. Accoiuing Transation System-Dat
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Sumnmary Desciptions Level i Ref erences Level 2 References

(4p Ai---bME and "ar AMeg M-11a40- Fuaeaiataj ol swnmmlenaskd 1.
to"y , . animation typie, andl Finnegcsaf Accosuuting..
11111iMg Pas of orngination. doc- Tracy (Wiley. 1971).
uimmaiin. mi =mfsl safepmrd- Chs. 2.3.
ing of records; documents of original
entry. voudher prepaauus.

i2). Charrt of accounts desirlopment- Interneduig. AcCOUnt. Sam iVAiNG 82 kd 1.
Control aons contr accounts; ing, 3d ed.. Mogsk
coding systes creation of accounts. Nfosch. Johnson lk
revenue and expense accounum organaza. Keller fhtcGraw.HiII,
tioea considerations; data processing and 1974). Ch. 2.
control considerations; technology con.
Nideratios.

(3) General ledger and fimmsctal tepoting Intermediute Account- Gesueral Ledger and
syssent-Subledgers, contraJ edgers, ing. 3d e&.. Meigs. Financti Reporing

enines in -jounrils" and tansference to Mosuch. johnson & System. (Software in-
Iedge ri al balanwe' ittawm e asa KeP~~b ller (McGraw-H4ill, tonational, 1974). En-

tuafrom ledger -aut balanceg sales, 1974). Ci. 2Z tire text.
Payroll. purchase, amets, expenses.

(4) Accounting peiods. accrua pmuice Ineierndigs Accosunt. Same citation as level 1.
-nd accounting cor.nsosns.-Buinm. ing& 3d ed.. Mogss.

cycle- revenue and cost recognautonj Moauch, Johnson &
annual and intehima accounting Keller (McGraw-Hill.
suaseos selecting annual dlosing 1974). s. 3,4.11. 1 Z_
date. cuWUofis dpecic.etion eu, and 16.17.25.
a -custo ahernadves; reIpt of
assets aNd supplen"s acounting
statementsa pace-leve a .uung

(5) Alccouning systesdessconceps a" Funamsentals of Corporate Treasurersj
considertuom-Types of activities such Financial Accounting, and Contiwflers En-
as purchasing, billing. credit and collec. Tracy (Wiley, 1974). cycfopeia rev. ed..

t;. their incorporatmon into Iinsnciat Os. 4.5.6.7,8.9 Goodman I Prentice-
tianaswuom susysto- accouing, and Hall. 1973). Oni. 16.28.
Witicies flow and concepts such as l"seWmedisaf Acevunt- and
remepe of orer. shipment on credit. ing. 3d ed.. Meigs, Modern Accounting
collection Of cash; awimi basis gensera- Mosuth. Johnson It Systerms. 4th ed..
tion Of sisments. Keller (McGraw-Hill. Livingstone & Kentgan

1974). C. &(Ronald. 1975). Ch. 9-
14.16.17.

(6) Payroll and labor distribsaon-ntrsal
control conaideraions, objectives 01
labor and payroll conssderations, dewe.
minatson of payroll tax and fringe
benefits; reporting Labor cost in products
anid seresce

b Cost A4ccounting and Reporlng-Cost Cae Accountng: A Corporate Treasurers
measuremnent; recording and estimating Adagers Emhspms.. and Controllers En-
Systemsu in an organiatison. 3d ed.. Hoenpen cvclopedsa rev. ed..

(PresuceHsL IM7! Goodman (Prentie
Ch. 12. Hall. 1975). Oh. 19.

and
Modem Accounting
Systems. 4th ed..
Livsgte & Kerria

(Rnl.1975).
s. 111g.

(1) Prodsscum coas-Cost sysams related so Cars Aceommasg: A Acsa" Coating Ond
nature of operatons (ob. assemibly, Masmagerasi Emphasis. lnPut.OusPiit Account.

paa) c sium. including 3d ed, fthangsn ig. Subus (Irwin.
o101111 and indisact cos diaabutionm (Prentice-HaM. 197M. 197 11. Entire was.
ineay valiuion and cotrol. Chi. 4.12.17. said

Madern Acutn

Lsvingssone It Kerrigan
Ronalid. 1975). Osa.

20.26.

150



susnmarv Descripitons Level I References Level 2 References

(2) S#sVbwd CW mAtbLiShmnt-Cost Cost .ACCountng:.4 A Hdowo" of Modems
6mceii engineered and managed Mannaa Emoihans Accowning, Davideart

came .- i and use of standard 3d ed., Hamgert (MckGraw-Hill. 1970).
cmga Mnanm of indbect COWe by (Prentice-HsII. 19n!). CILs~
activity levels as. 789.

(3) Splawo wass said x sp- Norinl and Cost fccoting. A Same citnemca as level I.
abnormal waste; accounting (af Afantairia Emphasis.
spoillags. waN and sarapi relation to 3d ed.. Hamrpers
ji- - accoutng com aoL (PreflUtic-ll. 1972).

Ch. I&.

Electronic data processing
(Short explariauoona and references are reprewuatei and not exhirustsr

Sumnsary, Descriptions L-evell I References Level 2 References

I. Symstet and Do"a Processig Msssaenvni-
Organization and operation of the EDP seenice
its an organuatma., includinig its relations with
other depaflieius in the organiation. efficient
utilization of resouce for routine dam ri oew
ing services. developmnt of new serices.
framework for Assigning responsbility And
measuring performance.

a. Organsmeatw-Oeflitsan of EDP Uits and Infostuisason Prems. Data PrOcesu.
staff uosition. coordinatioun leveis. stering teig Missagermea Adminiast ration. Hand-
cornuD5Us. organizeato dialsi. aid atw- Sawed (Auserbach. boo* Of 0a1a f.-
dards for developeisuu of systenisand 1972). Ch. 3. cessitq. Vol. 6. Rubin
services byffEDP suast. j~rarido. 19711 ChI

b. Relastson with Users of EDP Servines- Maniagig the EDP Infohrmation Process-
Inteactisonu baI -, EDP funictio ad Futtem. Dimr. Sissy men Managesnnst.
other oriztin divisiona especially in & Atkins (McGraw. Szwedis ( Auerbach.
regard s developase and/or oiffiontion Hill. 1971). Cm. 4. 1972). Ch. 6.
of exsstEisgDP oen asaddereloamta otrzuos n

~~ Amanae"ent of In foe.
mnatioss pvocirAtrifg
Systerns, Mlbred it
(Mfacmillan. 1973).
Cia. 4-8.

2. EDP' Swstms Plarning usid Contro-Plannig
and developiment of E.DP service required to
support corporate business objecteve over a
there- so five-vest planning horizon; design of
systems to provide these mince in adequate
detail to inet requizirents of corporate and
user depefisnt maigneu detei ining
econois of new services planning accurate
insiallation udvduile 2uusunimings idtesting
of desixgne Wman: ssaealataonoi thecomnplete
iviem and conversion to the new system
including all non-EDP changes and human

reo rcsisinit as tensie necesary by the new

a. Farvrisaintg Ovg- "ReqIePSt /or

systemassdlopteasdonal stesa requited so

priorities far isuisfying thene requiremnenta.
4 ) Ovwnlil EDP samael-Mumgment Pnagement Infommri. Trho oegasasion of

infoensasmail opensimmazl sysien tiam S-fairri. Conceptu. te Do"m Ps'ocessn
definitions and descriphion: issues such al Founudaiow. stow. Funiction. Withiingrov
as centrsalized or dem tralited EDP lue and D~ess*op- (Wikrv.nKeecience.
operattons; systems development and messi. Davis (McGraw. 1972). Ch&. 2.3.6.7.
seerms maintenance activities. Hill. 1974). Ch. 14.
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'summary Deropsis Level 1 References Level 2 Reeee

(2) Hudvar mid taffaus-Camputer Management Info,,... Ca.misue.IAaud
hardwuw. comisanimiais hardware, uon Svsumsi Cossells- Mapugosw Isolawii.
can" o ftware ando dista managemenit tt Foaandausariu, tam.sNs Spt.' ian,.
scimuan requird to sppon the swones Son-lture ansd (AMA. 19W0) als, 4-7.
deeoe am the planning hoasn: Dewilopinam. Dom
awioance jor hdwr/ctaeflex. (McGraw-HiIl 1974).
ibdluV. Ch. 9.

0S) Schirduiig pdasmud coinwrsuscn-Pro. Inamon Systeum Data Priceasing
cea of alloicamng resources for planned for Modemu Manage- Admusaitsum- Hrad-
convsons; breaking projects into mant. 2d ed.. hiustdck & book of Daoa Pro-
seginenma for implementatfon; an. Ross (Prentice-Hall, caning Manage.
ticipaitngt conersion manpower skills 197S5. Ch. 10. mewt Vol. 6. Rubin
And levels required. 43&andin. 1971). CAZ!

4) EDP departrinautai bude-hadget for Mamagaiau cm.'4 aa Processing
EDP services for disun to live Years. of Infoemaha. Spatam Adminit:ration: Hand-

DmuuopmuU book of Data Pro-
SolaIbrgier (Ntuonal ceasing Manage-
Association of Accoun. aurit. Vol. 6. Rubin
Isias. 1971). Ch. ~ (Brandons. 1971). Cht. 4.

b. EDP Systems Damgn-Cromsoii of cown'
orehensive hardware-aotware'hUM im lift
for provimding; required informiaticon or
operaional seric to dv oigiflmtIuiL

(1) In formation requireein~ts- Inforenatam Spstimi Business S.lstemu and
Information said operationul re- Thmja aOd Practice. Data Processing. Clark.
quarenea of EDP tet ix usern Adm- hatch go Strame Gale & Cray (Prentice-

ified in ternms of -poojl data nputs. (Ruaimato 1974). Ch. Hall. 1972). Chs. 9-I0.
outputs. and pioocernng; function. 10 I Appendszu C.

(2) Design of fsle.. presressing spstem asui Imfrwntmu SYaSew..s Infomswont Systemns
input transceowm-Comuent and /or Modem. Miuage fin, Operatios and
organiaeson ofmaste files. define inut nmul. W ad.. hlurdick J& Maneent. Voich.
source documents for each unput data Rom (Pieliiice.Hall. mattce. It Shrode
eement; inputm validation; matR (i 19"3). CIII 8A9 (Suh.Western.

updating and reportig. 197S). Chs. 8-10.

43) Flomsichartumg and drusomn tahlts- ComIputer Data Comnputir-O rieaitea
Description of system fuasctosa throuagh Procaueas. Davis Business Systent. 2~d
logical flowchanma and ducison tml. (McGraw-Hill. 197316 ed.. flouell tiPentie-

Ch. 9. Hall. 1973). Ch. 4.

t4) Docurnration-Arinuaisse pro,. Handbooki of Data Docsmumntation Stand.
ect i les; stuemsi design and iiiiialloutsis Processig Manam - ards, London
work papems production system to ameimt. VoL 2: Systemu (Petrocefli Books. 1974).
support documentationt and clerical Life Cycle Standards. Enmire texm.

uprtng kcdrsRubin (Bransdon. 1970j.

()Humsan factors eniern- Computers: A4 Systems The Human side of
Compatibility of system with existing Aporoach. Chapin Data Procesinrg
organization and smaff, planning fr(Van Noacuand Ren- Mmagho.a~
systenmachuangeandeunplayiaianing. hold. 1971). Cht. 21. Wadsworth (Prensme

Hall, 1973). Entiue team

c. Equissnee and Soiaod" E01Wuta.,-ln- Ini/ormauoim Proeis. -Dama Priscessng
depth compaaains analysis of a wider sige lag Management. Adimmuasst:s~ mand
of corn,..' hardware and software con,. Sxweda (Auebeck book of Data pai.
binascoa selative to the EDP systemsa design 1972). Ch. I. -ea Manage-
parammm~ defining selecumo crifyla for. ment. Vol. G, Rusbin
vendor peopo"la dovel'peng specifications fIlaie. 1971). Chs, 7-9.
for hardisioe and solowar. ealunating
vendor pmpoinls, commet negotiations;
evaluatics of almniaie mnethods of ac-
quiring and fiancing hardware anid
software
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d. ipecuiaaed Technical Syssens-Design and
implementatuas of spectalaed EDP tech-
niques such ai control functions, direct file
access tediiqisa amd fIde oeganusaun. on-
line data cooutictoti. iterwactive
processing, and tume-sumassg-il called for
by iystemn plas.

1)Systemat sofwre-Evaluate an ml- Managing the EDP Software Select se'.
muent we idoe programn interacing Function. Ours. Wooldridge (Auerbmach.
between application pbograns and Shaw & Asins 1973). Ch&.. 4-9.
computer hardware. (Mc(raw.Hill. 1971).

Ch. 11.

2) Data base mAmageme and date dic- Information Systemw. Data Maisagensent
gionua,- soltunare-design of systems to Theory and Pvac- Systems. Cagan
control advanced direct accesa file tice. Burch & (Melville. 1973). Entire
organization and file access: definition Strater (lHarnlton. jiext.
data characteristics for use by data ad- 1974). Chi. 6.
minhistrator.

3 Date communicatsons-Design of Computer Dao" System Analysis for
remIte-to-ceritral-peocemaf links for on- Processing. Dawin Dais Transmiassion,
l ine collection and bach processing; on- (M~cGraw-Hill, 1973). Martin (Prentice-Hall.
line control icftwaes; netwoek con- CIL 1&. 1972). Cli. 1.6.
figurations.

A) On-tune systems-Design of systems for Design of Oit-Line Design of On-L-ine
interactive processing foe inquiry and Computer Systems. Computer Systems.
oun-line update processing; Vourdlon tPresuice- Vourdon iPrentice-
.heckpointresn; file backup vid Hall. I972). Pat 1. Hall. 1972). Part 11.
recovery; techniques to maxisie
throughput to reain design response
time.

5 Tsime-shanng- Design of inteactive Computer Data DATAPRO 70: Th,
tume-sharing systeema. Pvncesmg. Davie EDP Aiuvei' BIble

(McGraw-Hill. 1974t (DATAPRO Research
Chs. 21. Corp.; Monthly Up-

doted Service),

e. EDP Systes Inuuafalaiou-Develop
schedule for achieving insallation..
evonflmic evaluation of insallion plus
opration of new svsm versus continued
operation of easig system; final system
programming, testing, conversio.

11) Installation schedule-ldentify ac- Iuformatan System~ .4dminutevmng and
tivities. manpower. and costs requited to Theory Aad Prior- Controtfing the
perform the detailed design. program- tiwe, Burcs It Susiter Companyv Data Process-
mning, systems testing, and conversion; (Hamniltot- 1974). Cla. mng Function. Krauss
schedule otactivities; use PERT-CPM 14.15 & AlpnIs A. (ftentice-Hall. 1969).
A.nd, of ther techniques to monistc Ci.. 1-4.
installation development and adjust for
schedule slippFg@,

2) Economist etaluation piesentatsom to Fundametals, of Some citation as level 1.
maspwtAals es t of the System Analyius.

news~om, erss cntiuedoperation FitGerald & FitsC~erald
of olld stemri; presentation to manage-. iWiley. 1973). Chs. 10.11.
meiss of alternativs.

il) Final system programmig and Hiadhooh of ao Managing a Pvosm.
testiisg-Developmeno of The Procesping Manalge- Moog Ploir Mrqage
operatiotnal comspuier prollm inroms mnt. V'ol. 2. lntrodisr. (Pvernce-ll. 1973).
secifiaios. coding of program tests tic" to the Systemi Life Entire test.
applving seem of individual system Cycle. Rubin (Branhs
componens including um procedures. 1970) Chi. 4.
dints piecsang control peocedures.
compute picigran. and spectoaue*
technical systems,
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sysitem itti including all Progrnns T4", ad past. d g Ha.arid Pr ' --re application of clerical ace, Burch & Scinr js , mP.contol.ain p'UNa. includng Maaithon W974). cOZa0 A(E..au.manua.~ triukn at all paroaaiet Cha. 14. Mnan. Val. afujoalleatd bw the new Am Mndunle. 1971t, Ote

E. DP Operations gad Focilliesj J4

effectiveness a( IDP opratons and serices
"On"nal cDPUWsysaftoperations andprocedures i0 asure KtiiIrit entering, proem.

mng. and reporting of dma frevitw ol haidwar,
and personnel operating eflectivenmaa
A. operations Accuracy ad Facilities

'securtly...Adminisativey physical,
prograM and data. clewical. and uaser control.
rivet Operations 10 assure accuracy of EDP
services.

l 3 dmiqnutrajew~ conhinh Seluo a ,~o EDp., Cosr" and Security. Acc ga'ped

Oati g nry toeuamies duimaafdawA ageniea. otan Privacy in Compiurbracup; rotation o dutemmgacai ( adswrth 1Pe 74ic.H~ SyAsnu. .%farnaceptalge - faWO te Ch7. 4. (Pretice.HaU, 19733.
Specalits, Is.Part I (Oma. 30-37.3

(2) Pvoiysl anJ ecla *u,.ss .w only te Compute, ScwUV Securiy, Accuracy ad,uozed acca. to-U P di eawu Maenageram*.t van Privacy in computerdelibcerato adnta laVm or dsrcint Toagt (Prmnjcv.Hj Systoask MartinEDPu tis o m cw 92)Q (PtemhiaceHall 1973).
program~~Pa pr11ai1 (Ch 24-29.f)m ~ 9fl

43 TImt gadsa and Aw ep-Are onluyW Couw aol Securty. Accuracy and(uoititwi.clea cotol datin DP-v fadigaerp Vudi Privac in computerdeliater admti aeounsifed cor an"te (Walaoet. Syeie annd- - al co us MMf I Cn o rn t liaily 594.0. .. IY OUt A a nI 3S
recip. eoeung ad t11M o dahu CPrauc-al 193)

M. zr= .14 a validien Pe~inajc.
modify ~ ~ ~ ~ i peouiao O adweris

(4) /"Put, and W gea a ede toopuua ED:ln.o Sw. ccr"

(5eqpan aind Soearwa .ontrols. Due. S(Wme~ k andrss he MartSiinaCompu c~ter $ai Wm~ and verily~ ad 74. Mana .&7.eo AP~dftHaAjan 1Mc-teupi. tomm ietcr and tut P ta;al 97) u'w ~e..& ioper drbtinq w m a o ef o oupu dau us . mm Hs . ftlnbI

p.h-yaur 0 obmyvratlm pfrfiMIA.

Proeaugs and rports t Apraie a0
fromif CP etyusia o( EDPhrdaeSoftare an pers malelavesopertiI
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Operations
0tk@n explantions endi ref erences asre representatieve arid not exhaustiveI

Suemmn Detiptin Level I References Leve 2 References

I Opration. O'genaaam. On Structure~
Nature, of thi operations arloatosal rtnac-
ture; its policis asd objectivits; irn intnal
types and -cImpein lueents; a framework for
assigning resposility and Measurng
performance. Then conepts apply to ad-
mntative office functions as well as to
manufacturing and service industry operations.

a. Line and Staff Functionit-Lnes of author- MWanufacturing Production Handbook.
ity. coordination levels; committee for. lMan. qerient. 4th ed.. Sd ed.. Carson. Bolz and
mulations: organization charta. Moore tIrwin. 1965). Young (Ronald. 1973).

Cl. 2.3.4. Chi. I.

b. Job Responsibilih' and Performance-Job job Evaluation: Text How to Use Mance.
definitions; charters of responaibility:; and Casts. 3d ed.. Pat. ment Ratios. Westwick
management performance obijectives. ton. Littlefield It (.asver. 19731 Part I

Sell' (Irwin. 1964). * 2: (:hs. 7.9.11.
Parts 11.111.

IInformat ion Flowa-Analysis of flow No citation at level I Handbook at Mtodern
hetween line operations and staff functions; Mafnufuacturingq .Maneqe.
transaction flow: formal reports; mnforal ment, Mavitard.
ineetings led.) "NC(.aw-Hill.

1970). Section 2.

2 Operations Planning and Control-Support,
rea~it plannuinfg activities in boths the
mAnuiacturmng andi service induastriesou
allay ation alternatives; provides the reporting
lee-diack to guar performance, vs. tJverat~ing
plan.

.6. c:apacity Planmng-&rtting the level, of
ia pacity in teems of facility. manpower, and
material mtsurce availability.

Itl Final product demand /orecating- Prod ution-lintto - Production and /"I"n-
Relating hiatorical and current customer Systemws: Planning gind to" Control Hand-
order pattents and economnic activity Control. rev. ed.. Bliffa book. Greene
levels to future production re- It Taubert (Irwin, McGraw-Hill. 1970).
t)UirFtint. 1972). Chi. 2. (1i. 8.

(2) Capacity fossdang-Infinew loading. Production and mIn- Communications
finite loading. definiuions of theet ical. tora Control. Plossl It Oriented Production In-
standard, and rated capacty levels; Wright (Prentsce-Hall. formationr anid (;.ntrol
machine-pacied activities. manpowe. 1967). Chi. 9. Sy(stemns. vol. 5. 1IBM
pacied activities. (.3210.973). Chi. ti.

h. Production Planrnng-Settimi the master Production-Intentory Production and InVen.
4irrations plan and asgnaimntfsmources livilienn: Planning and tori Control Hand-

ihrough evalution of capacity. availability. Control, r"v. ed.. Buffs book. Greene
forecassed demandv. backorder level, and & rauber (Irwin. iMK~raw-Hill. 1970).
4urreni finished goods invensory levels. 1972). Uta. S.0.7. Cha. 9.11.

%laevds platneng-s3eng the Master Materials Re. MWaterials Re,
*materials iequiments plan based upon the quirvenents Planning. qteeste Plianning

tiner-phae reqwvemsents of the master Orliky (McGraw-Hill. Orlicky 41icGraw-Hill.
tty itins plan. 197S). Parts1.11 1975). Ports I.V.Vi.

d. Mfanpowerv planning-setting the Manpower Ploaneg Priadutmo"n and Imen.-
pperations mansepowe plans based upon the Fihn yseu ory Control Hand-

timewplaaud analysts aif skill level re- Wikyarom IConference book. Greene
tluirrewtstss ided to wuppoe the master Board. 1971). Cli. 1-4. (McGraw1ill. 19701
operations plan. (21. 10. 001

VI
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I SmmnsiocM~t-M.44xel fornoilattioti. comiputer lPosts e spin Com~nputer Sousfaus,,,
imiplemeintatini. validation metshods; O)perations Research. Tes-liniqaal. Nayvsis.
sinalsig. actamac. And simbslic modlels; idle. Wagner iPcen tice-Hall. PSAljiif. Surdik *
iluav y of ri-peuntaton. %taiis And dynamic 197 5st ChI. 21. (.hit Wiley. 19hbi.
iisnulation methmuds: deterministic, An .'vfecr Simudgon. Vfr Iemx.

Moir Carlo approaches. Gotrdoqn i Prentice- Hall. SmulJainin usm a~es
1969). (2s. 1-4.6.7.8. ausd Isaononas.

X411.Newell * 3k a

M Ianagemesnt icirmie Appication A4rea-
Mal~sgenent science models and techniques are
biroadly .applicable throughout the range of
'srg.antiaitonal activity Knowledge of applaca-
lion reas osan essiential part of a management
.i riiii'ii rol'cieocv. The application ares are
nusneroaus .And include specific industry
appltaitions as well s functional applications.
I he foslloawing is a partial list of application
.4reis in which (he Applications have became a
1wrt of the management sciences body of
knowled-sge.

(,.-steral Afanagenent-Corporate plan. Execuive IWecsSIoRS StPias 1) ., ......
rnni. investment Analysis; acquisition and Operation Re-. t~~Rrs

silisAs: plant site selection; new product mcrach. Miller 3k stair ', 11' ki lsnt
.saiuason: project control: RkD planning (Prentice-Hall. 1960). I1lo41 Ra.t.,fs
tond project selection; personnel scheduling. Entire text. '~ist.'it 'ss

[All 1%

1.FinanCe and Accouning- inancial plan. Iiifrraoi for Dee C..sps'nit,'.tsaI.
tins: projections, cash flow forecasting: "on .tfaking, 2d edf.. fse.i hsss
sapsiiAl hudgeting: capital investment per- Rappapor I irst
forniance forecastaing; credit Analysts; long. I Prtntice-Hall. 1975,i. W.1,htstlttio. 171

ring- financial strairegy: capital structure Entire text. t-oost w-s
silvits lease buy det isim: resere deter.
.ntosatis.: auditting (sampling ploaq. Arid

.stsliss-.stgsnsntscheduling).
4 Opses-.tns-Multiplant production alixa- Inaluaarial Operaions 1's-ssdsa .s' ss, nd

t.50: invetntors, management; productions Research. Fabrvckv. (ipesst ..s. %istsAlf,
stainisog and scheduling: job scheduling (.hare & Trcerson nss-ts. (..iassA Cirst, -iri
isl onirol; ingredients blendiinor routine (Prentice-Hall. 19721. ftsia s k. tios 11f.

anil sesjuent in of materials flow; facilities (lha. 4.5.6. 11"1tt foslr, wit
sawd Icrres% layout: line balancing And flpennse .. 1, s-s ,s
sji in: %hoip loading and capacity plan. ~d* iit Issssis
ing:t qusalsity esntrol; product reliabiliy. is I'dovesis o 'Is

Wile, 147 11 ( hI

d1 Alarketing-Sales forecasting mnarkiet share Quantitie Ansivitu lfplss1...Iss"I
oAlysis; prodfuct mix analsias; Advertising for M4as-Aetang Afasgt- llass,go-ssss-ss \s s-Is

sneslia 'election: sales force planning and "sni. King (McGrawv- "Is 5l~is-ttstg.
cssntrol: Advertising budgeting and plan- H iIL 1967). Chs. 4-1l. 'i1sssitgmrs * stm
sting: product-line planning: promoatiomn 'Pystesir-i all. I IW#-4
budmgeting and planning: disribution isnd 11 _s' 7
logistics applicaions such As; factilaiirsnf 1  ~~,
fiscain. product routing, mode nj transpor- i h
tation analysis, carrier rousing Arid sch-dul- il'5- 5 sssssss
tng: multls-iastian insentuts. planning and kifissiisoseiitt.Pa

14N (s5tl .11,

toe
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IOpeiset"utu Sckedudseng and Control-
(Axnvertang the auir operations plan into
detail %cherdules that specify date and ites
requirmrnts for facilities. materials, and
pararrsnell with the aim of optimizing the
tiluaiin ofd thewr rosoucres.

(1) Reouce scheduing setrequua--Ganut Production Pianrnng Productiove and laewn-
charts andl liu -f-bolance: qWuung and InventorY Control. rosy CONItro Had.-
Analysis; dynamic and hasea, program 3d ed.. SMagee and boa&. Greene,
simulations; assembly lane balancing; Soradman (McGraw. (McGraw-Hill. 19701.
kev resource profit contrbution ap. Hill. 967). Chi. 9. ChL. 20,21.25.
proach.

2) Office manepower scheduling-Peak No citation at level 1. Controd Techrnques for
period scheduling. woek load leveling. Office Efficiency.
work sequencing. overtime, and subcon. Grillo (McGraw-.Hill.
tract service scheduling. 1963). Chi. 7.

I. Operations Statust and Peuformance
Reporting-Analyuing the efficienlcy and
utilizationu of input resource, to produce
linished goods; productin status repoetung
Against matter operati plan.

-h Data colkection prorduses-Repovting Officet Opereainsu Ina- Production and lnc'ers
of personnel tune and facility use. use o povnntarrs . Payne & tory Controi Hand-
job oarder tickets, tine cards. work center Swett (AMA. 1967). boo*, Greene (Mcfraw-
production reports. Chaa. 7.8. Hill. 1970). Clii.

2021.25.
,2) Mlaneggem eat reporing-job status&. Office Operations ha. Same citation as level 1.

labor utilizaaion. efficienicy productivity; prmwaterts. Payne&
machine utilization and efficsency; Swett (AMA. 1967).
rework and backlog; accident praen. Chas. 9.10.,
lion; repoirtng energy utilization: social
impact reporting; use of cam vatisnc
reports,

1. Operations Processing Functions-This, ame
defines the functional sactivitiess that saqueeuall.
IV support the products. (low.

a. Product Design-Specifying thse Qhape No citation at leve 1. Firdatmnitails of Con.
compoastion. perornurance. and quality figuastion Manage-
charactensuca of the produc by meons ad Malt Samarsa
drawings. inanructiona. stanidard practices. Cewinski (Wiley.
and design engineering informatin such as Interacsence. 1971).
coding and specification od product, paits Parts .11.
and formoulas, bills of matseril. aseetaby

control.

b. £*rtieceEgnaraif-coeln of E.Whs Mrsmne adok ofoern

overhaul prefect control. repe or-1l).Sc, aa 3LI ~~rw il.17)
keerping. e.6

c Customer Ord"r Pritaessng-Roainsg sad Management- Commaanceto"
approving orades; shipmtaet dar notifica. Orieteds Mansagemnt Oriented Production
lion and becd order control; rerturnsad goods Inforain Swutm. Woolaaaa n Cost-
auahorassodsm; reomps contratal. Kantor I Preenska-lHll. trod Systems vol. 2.

1972). Cha. 1-4. (IBM GSU&l91s)

d. Pvocusiraent-Secuing nsaterials and C.2

supplies at a mtmnimusmn coast in sive quntity.
qualsity, mi nd efie. nede to support

i I Req uest for quotation--Vendor seloc. Mifodemi Procuremnta PrchaigHaidiOOk.
tion triterta and evaluation: request for Mfanagerine. 3the , 3d ed.. Aijian
quostation control; blanket order England (Irwin. 1970). (McGraw-Hill. 1973).
negotatioan, as 2.3.11.11.9. ass. 5.6.7.11.27.28.

157



Summary Descriptions Lrsrl I References Lesel 2 Rrlrrente I

(2) Piwchm arder ruewse-Open order Modern, Procunnitent COMMmWUaoNa
control: oede, saw and lot release site Mana gement. Sth ed., Orned Production
detersiniauow. shortalpt and law ship. England (Irwin. 1970). InI~m malo and Coa-

n~e-pedhtins- chi. 7. tvit Swoons. vole. 4 &k 7

Producton-Iman (IBM G3211-11111), Co.
Systems: Plarming and S
Control. rev. ed.. Bat
Ir Taulier (Irwin.
1972). Chi. 3.

e. Order &rhedtalmg-Aastgning finished Pralucton.Inwnaawy Commnunications
goads production to cutomner orders. e- Systems: Planning and Oriented Production
pediting production on critical orders- Control. rev. ed.. Bulfai Information and Can-
dispatching procedures; identifying It Taubert (Irwin. tral Systems. vols. 5. 6
deviations from schedule: scheduling tech. 1972). Cbs. 11.1213. (IBM G320-1978.
niques such as CPM. Pert. and other network 1979). Chs. 7.8.
analysis techniques; pariallel scheduling. Scheduling Handbook.

O'Brien i MGraw-
Hill. 19691. Cbs. 2.5.4.
5.7.

1. Alanufaciuringf Engineering Infornation- Scientific P ogram Communications
Manufacturing bills of materials, toaling. ming in Business and Oriented Production
and equipmnrt .specifiatioun. fabricated Indutry. Vasnvi Information and Con-
parts routings, ssembly and proce" infor- (Wiley. 19N). Chi. 1S. teal Systems. vol. 4
mation: mahe/buy decision analysis. (IBM G320. 1977)

Ch. 5.
q. Materials Control and Handling-

Establishing the best methods for staring
and iransporting masialah within the
operaions faciliy.

(l) Material and companentm aisrlba ity-- Aatersabk Manag. Comnmunications
Vendor lead-tii clsecking: proa*w meng* 3d ed.. Ammuer Oniented Production
shoesag idntilican anfid expediting; (Irwin. 1974). Ch. 14. Informaton and Con-
scrap conuol. cycle, au- ting trol Systems. (IBM

G320-197). Chi. 5.
(2) Wastevssal niqusatonift and control-. Product-iarnenatoy Production and /inven-.

Inplenseniiag matierial aedering rumgit Syas~. Planning and tory Control Hand-

13) - Aftrsd anding-Ofssgh and setup .Watersal Handling Maerial Handling
o afiria flolw aindaaaegeprieor oand Systemw Design. Apple Systems Di~uiqn.%p

duigopmuana. strafic. receiving. (Ronald 19M2. Os tRonaldl 1972). Chi.
straeltnkiuing. finialedi goods 1-3.6.7. 1 OAS.

waeh.sn an shipent prdun.ct nrLW~tl ohGr

Is hAsuviancw-Setting qusslity accep-
mae uad ebad citera for comnponent

purh-pitein-poes inapec ion. and
liitdgosrelkibillay.

(1) Statistical enderia-Qualit control deci. Quality Contred and Quaisty Control Hand-
ela. smmpling and rewecuon Indusial Stisticas. book. 3d ed..-jurans

med coznfidence inverals; 3d ad.. Dunes.n (Izwits, (McGraw-Hill. 1974).
taa i-carta. 19111). Puss ILIV.V. Sec. 2L23.24.

(2) InPsWerio mathmbd -lpee'iim trials. Quality Planning and Qualit CoiiW Hand-
maihG&s and lhesdaft; purchased parts Anlis. jusani book. 3d ed.. Juran

11e11101 mudpe 1nao and batch Gnu.1 (MCCflw.HIII. (McGraw-Hill, 19741.
wm ameillt relibliy VOL. 1970. Cli,. 14.23. sec. W&lS

(S) Customer sonnw ad complaint Quality Planning sow Quality Cont Hdad
anaysi-R~p r epae decisions. Analmar. Justn It Gryna book. 3d ed., juran

field failure invesugatdon. and product (McGraw-Hill. 1910). (Mce~raw-Hill. 19741.
design revrision recmmendatstons: field Mbs. 24-28. Set. 13.21.
failure reports.0

%e
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4 Important ApoiacalsouU in Opeveuions-
Specific knowledge related to certain
application as necesay t omrplee the
optavona body of knowledge.

a. l6Austral Eflgniaing ad Sisadard,
DaWionsueau-Dsgning: effiint layouts
of work statons and artang standards and

prcdtsfor individal group and per.
formative levels a work sttons in
the manufacturing plant and in office smi.
ice operations,.

(1 Performance standards detedkanmai- Motions and Time Handbook of modefrn
Work measurement using time logs: Study: Design and Manufacturing Mantage-
work samnpling; timse study; methods Aeaureaien of Work. visin. 3d ed.. Maynard
study; time measurement; learning cuum Gab ed.. lamres (Wiley. (NmcGraw.HiII. 1970).
analysis; job descriptions and 19U). Entire mt. Section S: Ch. S.
procedures. documentation and manual.
preparation.

2) Work ns.*Aodi analysis and Adsnznumraeasr office Handbook of Modem"
simPlIfacaion-FOrms evaluation. Mlanagement, 6th ed.. office waegensent
design, and simplification: mecmhanaia Nasmer. Keeling. & Kal. and Adnuinestretive Ser-
tion of repetitive tasks. laus (South-Western. voces. Heyri iMc~raw.

197). Cs. 13-19.23. Hall. 1972). Section 5.
3) Plan' lavows-Dein of flow patterns Plantj Loins Laot Handbook of Mfodern

for procinis. aembly. an job sh-op and Massndesidsvr. Reed .Waniufacturing MWanage-
facilities; queuing analysis of service (Irwin. 1967). part 11. ment. 3d ed.. Mayntard
areas envurontmenstal (actors. (Mcraw-Hill. 19701.

Section S. Ch. 2.

A) Office layout-Office spaice studies 0ffic Slivr Ad. &faniqeiiset Obyec-
selecting equipmen and mechanscal minahtiufiou, Ripmr. Siors in Offset Design:
abis; security anallysts; work flaw (McC-811w-Hill. 1974). Planning and hIm-

(industrial k Conimer-

cial Techniques. 1971).
Entire text.

t5) Syatns and Procedures-Design and No ciatio at level 1. Systems; and Peace.
installation of systems and procedure dures: .4 Handbook for
including forms, schedules, and other Business and Industry.
necessary documentation. 2d ed.. Lazarro, Prentice-

Hall. 1966). Entire text.

b. Office Wmangenmt--Coordinatuing th Handbook of Modern

varioust office 'mrice including cons- Office Management
municatisrerds mfanagrnaen.mailig andAines raivelSc
and reproduction, and providing for ef. Otaw-ir. 1972e. SMc-

ficient office furnishings aNd data handling Giraw-.iCl. 19.2.Sec.

equipment. in5 h.12349

(1) CoimnsatC ots-Destgo of internal Adismitramsu Office Handlbookt of '"odeim
mnail syse; evaiatiotiof reprdcto .VrsaaPenf. Gals ed., Oftwce Management
equipment and data aranaducuios equip. Neuner. Keeling Ir Kal- and Adminufast ei Ser-
ment; data aranssicaas Ines, their use laws fSouth-Wessrn. uices, Heyell (McGraw-

and cotitrol. 1972). Chs. 7.9. HAiL IM7). Sec. 4, Cbs.

(2) Records rissiiseet-File space Inform~ation and Handbook of Modemn
allocation and amaigemeant; andaig Records ManageonKf Offie Alansaffirent
procedures file storag andi ecoe Maedke. Reblc. & aid AduiinsstratiSee-
rTrIeva svaut seurity and bovens- Drown I Glencoe 194). viers. HeYell (McGraw-
ment regulations; central filing systems Parm 24& "M11 Mt2) Sec. 4. Cbs.
and procedures. 8.I,.

(5) Secretaial and clria seriscs- Manetmene Serices Hasrdaek of Wodemn
Application and utilization of word by Accounting Firmsa. Office mnsevnent
processing centers; tape and magnetic Amrnein (Roald, andidmiaturatt-e ses.

c~ard typing. and data antsit machines; 1967). Pant IV. Uice. HeveI I McGraw.
manual record-keepsng and tasllang Hill. 1972). 0ec. 4. Cbs.
taquapinena 3.
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Summary Descnrptions Level I References Level 2 References

Ow, ficeFntaing I.,
Profit. Climbers

1972). Ent" reas.

(4) Prepariung adoomskmtiv i uu- No citation as lerel 1. How to Piepare sit
Manuaol pleavn sad Organisation. Effectrie Comupanty
wvmug sy" yodsictban and diatribu- OPer t, Mauncin.

tim updas. Sakti. (onlnell.e

Human resources
(Shoe esplanagzonu and ref erences ame vepreshnaataew and not exhisusstei

Summary Descriptions Le) Reference.l Levell 2 References

1. Personnel Vttnqeme-fsjwresponsibiliujes
relating to human resources management innan
'w~ganuaaon: functions and situations normally
requanng prsonnel policy: relatuons and inhi.-
mtatton exchanges with other organuassso
functions.

a. Personnel Functmon Orgmnumou-Major Principdes of Personnel .4-4A lfariaersiMt
responsibaiites within the persnnel func. an~agemuent. 3d ed.. Hmndbook. Mdoore
tion to top management and to other Flippo tMcGrawNrill. (AMA. 1970). Entire
functional divisioni ,the oranizahion. 1971). C3u, 3.4. text.

b. Indusevsal end Labor Rfelations. and Worh. Succf tadI Lahor How to Aftinage With a
ing with hisnosi-Essertual principles of RefAstius. "n. d.. V~isioun. Justin dn.
industral relauaua characteristics 'of Larin (Fauchild. 1967). duavoial Relations.
unions. eom of INegoin contracts Sacs l.lU1.IV.VIX 19119). Book 1. Chs. 1-5.
and operting through a constrict

c. Legal Aspects of Human Aesosurces No ciintion at level 1. Far? Emgslo- e rt Prac.
f Iwu -- nifs-O~rall legal framework tices Under Federai

goeW-ing esaploy-icinplye retina.. LowM (Commerce
including familiarity with the manor budeb. Clearinq House. 1975).
safety. wage horns sand anidiscniminaion Entire text.
unmsions of fedeal labor law and their

recent i it pit ionss; vole of majoe lederal.
insiuios such a the Federal Traek
Comission anil National Labor Relations

2. Human Resourver Plaung and Coneiud-
Planning hiumn resoures requirenamewas.
recruiting. developiatg. iusnmmNiatf and tudlia-
ing these resources.
a. Respousatsy LeLefa Ofther Then

Eaecsatsev-Pollcy sa" affecting "on-
managerial anod Iower to miuddle Maageial

(1) Human eceosirce. requiremns "Manrpower Planning ons mo ere
Ioeestring-Oepmiaiecoo goal and Modlels and Tech- Forecating. Motion
objesls inipikoodmu for hu niques". Buramese fuipiol. IN66). [muse
resauefumn a u sar piteparsici stnd Hsumat. hkyt text.
isr of ow 1 and sitills 6 -- ,s Maggerd. & Taylor
Ioa In dikv ikit lowls re- (April. I97). Plp. 667L.
quirefmas (e-1g. eWAne. weflck
higly *diLn spei kes ho@y
itilled).

(2) Hiring pinfie s and Prevn- HtdohoWqaA Teecuimamc
Cretiuig or analysin job descriptions. taawoinnf.im. ns. Hawk 4AMA.
duties, anid sii caroblnations: develop. Rack i McGaw-Hil1l. 1967. Entire seat.
ing rcuiting prograres detenninsng 1972). Chs. 14-. andand comparing qualifications of pose.
tal employees for the oeiginnation.
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lob Druuptior How
to Wite ad U'se Them.
nr. m & Ruhnke
(Persaunl Joural.

(3) ShilU dmwdo-Ing anid W-sug-~ Traming /- D-Wrip. Dmgng ramg,
Principls of otmiag prognme plan. mom. Lynuoi l k Par nd Drwuirtimar
ning -UMOW&n and adm-Ouuaam (LI-i.. 1967). Em Sys-UU rram (AMA.
for exsinug or new Im Ploal. far MLx 1971). Eatre, seas
various leels of responsibiliy to
develop new shils improve exisig
skills. andlar larn safe procedures.

04) Wage, an salary poidu, fornmdisuao Pmomme The Hadubook of Ware and
Anticipating need far wage and salary Homigera, of Pespk Salary Admmrutradrom.
adjustment; auna For acceptable ad. as Work 3d ad.. 5Bc Rozck (McGraw-H4ill.
jusmrent policy; proess of develop. (Macallan. 1975). 197!). s. 48.49.
ing policy to guide wagesiaridlasesm Ch. 25.
VIMw.

(5) Employee beveiuSignificannm ad PeraemmeL rho Handbook of Wage
employee berielis anusof simrelative tiaagermmus of Peeph and Salary Admirnutsa-
to wages and tam saaa actuaral at Wor. 3d ed., Bech Imon. Rock (McGraw-
principles &ad application in (Nfaanilu. IVS). Hill. 1972).
calculating insurace andothuedeied Ch. 29. s. 21-31. 51.
benefits; financial reporting re. asfeeIBlti
quiretmnt applying to erniii 9 mployee 8~111esBule,
benefis; specific legal retitin n and Pension Meanage-
regulations applying to pension. dio. ine (AMA. 1965).
ability, medical. and leve benefis. Enire. seaL

MAlrnermont Bulletin
No. 113. Emnpaoye Bene-
fit Com Control (AMA.
1918). Entire test.

Eogoiiee &'eaft Plai
Rgera (Spener
Ammoc: nisonslly).

b. Exetwom Responsibility Lewsl-lioiicy
areas that appea to uniquely afura only
upper management amrployees.

thExecuinor search-ldenitifying require- Confesaona of a Car. rim Handbook Of Ex-
ints. of an openi mianagerial p~soss pomes Headhsmkr econsaw Search. Fennedy
locating ad contacting qualified can- com (Tridens 1973). (Consultants' News.
dduae comnmunintio between client EDUts test . 1974). Entire text.
and candidate leading to posstion being
filled.

(2) Emend..i comipmsumtems-Need joy Fimameas Motvaion How to compensate
"replacemmt mmi " for highly com- Ifo Exensnve. Crystal Eaeiwnea. Oieels

pesumeed memat relative dollar. tax (AMA. I97). Latis (D-onmes-lmen.
anid moatimasil significance of bowe WILL 1974).~t ar ns.
rah. bormua caia aomumitnd
plains (e.g.. sea& optionsl. anid
ammageil pquiumx urn of uav
and sas0iii s&Adiqums to establish,
valid comaparasir dew lege reuabmy
and finaca p~ -oprsa dlsinmane iv
quirimmns applying to exeuive cm,- biadm 's unerft4
ing of howe peafl is 0wo mmd- a
relation ad venous inlaw plams to
proit -rdicim

19I Exectatew dermiapinw Pogeama.-
Anticipating exeacutive alms, re,
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quiuements recognizing and en- The Huma. Call. .4 Conie Guide to
couagng sudh talenit to develop within ararnt: The Coming .tfnagenewt Develop.
the organiation. developing specialized Shortage of Mmnagena* nuent. Deatinrk iAMA.
eecutive trann prograus for poten- Talents. Miner (Buslesa 1970). Entire text.
tial andl existing managerial talent; of National Affains.
executive responibility desuiphios: 1974). Chs 1.2,14.15.

ree of ex~ecutive performance.

3. Human, Rezwocel; Opensiouse-Techniques
and practices that awe important in implemnent-
ing human .iaaces policies of an organiza-
lion. especially in day-today actlvities.
a. Performance Review and Wage Personnel Manage- What to Do About

Claszrificton-lmplementing policies for mant. khi ed.. Jucius Performance A p-
appraising employree performance: comn- (Irwin. 1975). Chs. pratsal Kelloagg AMA.
munacatang performance evaluationis to 11.12. 1965). Entire text.
employees; adjuating compensation and
responsibility through transfer or promto.
tion t0 reflect results of perfoemance evalual.
lion.

b. Employee Relationsa-Progi rns and ac-
tivities conducive to a sale. equitable.
enriched work environment

i) G-r:evanceavsdiucplrnary proedure- Personnel: The How to Manage with a
Channels for handling gievances; es Management of People Union. Justin iIn-
tablishing diaciplinary procedures and at Work. 3d ad., Dead, dluatrial Relations.
penalties; emnployee participation in (Macmillans. 1975]1. 1969). Book 1. Sect.
grievansce and discipinary predurms Css. 23.24. 3.4.5.6.7.8.9.

(2) Health and m.Ietp-Maintaining woek- PersaimaeL The Industry Roles in
ing conditions that are healthy and safe: Management of People Health Care (Con.
inspectio pringisuma safety eWui-9;m at Work. 3d ed.. Nec ference Board. 1974).
identifying actrideni-prone *wkrs in- (Macmillan. 1975). Entire text.
dusirial health and safety prorams Ch. 2. and
organizatin and function. OSHA4 andi the Cnion.

Bargaining on lob
Saftn antd Health. .

a BN.4 Special Report
(Bureau of National
Affairs. 1973). Entire
itext.

(3) Emniamen~al enrichmnt and comn- A Guide to Creative Employee Comm urn-
mnistrations programus-port. Coint- ProNet Manage- MOatORS: PoliCV and
munty sevime. charitable activities: mns. Denton (Prentice- Tools. iConference
organization newslers esployas iRslI. 1962). Clus. 20.21. Board. 19661. Entire
sugsion incevniw systerns: making text.
policies and policy i lorevasn New Perspectives in
knsown to employees job Enrichm ent.

Maher (Van Nostrand
Reinhold. 1971).
C2ss. 1. 10. 11.

(4) feb derstgn and enuichment- Nocissiti at leveilI. New Perspectives in
Duvelpmine o ad useiag )oas redtac- lob Enrichment.
tion or eId nof dull or boeing Maler ( Van Nomoad

twmi Reinhold. 1971).
Cbs. 1.10.11.

IMarketing
(Suna explanations and oefeowes aserresenalee and ftau eziiauvjie

It, i -- Dsciptions LvlI Reference Level2 References

I. .arhrning A~swaiinaauon-Tive nature of the
marketing orgiiatlonal iteuctur-. its policies
and obj~ectives; framework for assigning respon -
iiityh and measuring performance.
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a L anu and Staff Funcios-Lines of author. Maketing Manage. Hand book of Modem
itv. coordinations levels; comnmittees; merit: Analysts. Plan- MWarkeAns. Busell

organization chartas ning. and Control. C hcGraw-fHilL. 1970).
"d ed.. Vale, (PiTeriaice- Seaiinh 7.9.
Hall. 1972). Ch. 9.

h job ResPansbilitY and114 PellOAmmmeec-JOb No citation at level i. job Domap-aaa;a
definitions. charts of responibility; AMarketnIf. Swerl.
manageent performance objective, ing (AMA Resarch

Study 94). (Amuecns
Marketing Aici*-
tios. 1969). Entire text.

I lnformtation Flout-Analyvsis of flosw Mtarketing 4411nage- Miarketintg latforntiseaO
between line operations and staff functions; 'nenat: naslysts. Plan- Systemsu. Schaffir k

transactions flow; formal aind informal sng. and COMuroL Tretiit (AMACOM.
information. 2d ed.. Kvotler i Prentice- 1973). Cis. 1.7.16.

Hall. 1972). Chl. 10.

2Marketing Research. Planning and Control-
Planning to develop marketing servicts related
to aantoational objectives over a three- to five-
,ear planning horizon; development of products
andl iarketinig resources to provide thesw
*.rvicis determining economics of proposed
iir procduts, and services; planning schedule,
to. implement marketing programs.

.1. .%larketing Research-Techniques of
.iaahis. investigation. and research used to
drnuslv and understand marketing
problems and seek solutions to them.

411 Cnsumher behuarnor and decision Consumter Aehasno,: consumer Behavior:
processes-Micro and macr behavioir. Theory, and Practice. Theo"y and APplaca-

:onsumer tactics, social interaction, rev. ed.. Walters, (Irwin. ion. Farlev. Howard It

ultural and reference group effects. 19741. Entire text. Ring iAllvn * Bacoin.
1974). Entire text.

2) MWarket institutional itucture- Marketing. Principles Mealleting Decision
lnterrelationsips-static and dynaMic. and Merthods. 7th ed. Maiking .1 Model

* retail and wholesale, as required to Garmian k Uhl Orwait. Sul ding A4pproach,
understand the significanice of aletch 1973). Entire text. Yotder Holt. Rinehart &r

question or result. Winston. 1971). Entire

- teat.

-31 Research procesi-Phases. structure. Marketing Research: Hstandbook .1

.and policies including administrative Fundsnentali 6- Marketing Reserarch.
fundamentals and project management Dynaiscs. Zaliman k Ferber (McGraw-Hill.
coincepts as well aa scientific method Burger (Dryden. 1975). 1974). Sections 1.11.
applied to research hypotheses. Clii. 1-4.14-17.

4) Metchods of data collertion-Siatmpling, Mtarketing Research: Reseairch for Aarketing
surveys, interviews. questionnaies, and Text aund rasa,. 3d &-. Decisions. 3d ed.. Green
selectio of most appropriate means to "od *Werstfall (Irwin. & Tull Plrentitellall.

*obtai n tihe data required. 1972). Clii, I -If 1974). Clis. 1-7.16.

I5S Data earluation, interpretation and Research for Marketing Appilicationts of the
proition-Applied to results of Decisions, 3d ed.. Green Scieneces in Markartaig

markeuingrseirh stsidiesaiid historical k TuO P1rentice-Hall. Aiageen. Baa.
data, using staistical techniques. 1974). Cs. 8-15,17. Kinsg & Pessetnie,

I Wiley. 1968). Enuire
teat.

hi Meareting Planning and Control-
rearhnitiues. skills. andprianidiitearelatedto
all aspects of plantning andl controlling
marketing activities and the marketing
functiont.

1) Mfrareting Planrng- Processes, tech.-IMarkfting Mange- Mfarketintg Planning:
niques. and organisation for market menVt .lnalvii. Plan- ,4p~roars of Selected

planning. ning and Control. 2d Comnpas. Maile
nI . Istmler Prlaent ice- AMA. 1967). Entire
Ilall 1972).Ch% 11.20. text.
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S~ummsary Descripions Leveli I Rrirs-ru Ules- 2 Kseri.,

2) Sakes Iorecaamng-t'se of models based %lityketinit Manage. M~arketing Decision
on I [lo seres. analysiis. regression meit: Analysis. Plan- ailin~g: A Model
AnalY1,11. exposnnial smoocthing, sub. nn and Control. 2d 8uidmg ef4prosch.
itive rmethock fnrecasting new ed.. Kotler (Prentice- Kotler (H~olt. Rinehart
products. evidalstan of forecasts; .ap. Hail. 1972). Chi. 7. 11 Winston. 1911). Parts
Peal1111g I arc*cWucy: use of models Ml.1.1
to sssba market prom.,..

(3) Vt akes iaaii- v region. product iManagemnst of the Marketing Manage.
line, and nwke: by timer period to show Sales Force. 4th ed.. ITInV:Anailysus. Plan-
trend. market share, and product con. Stanton & Buskirk "t1n9 mad Contro-l. 2d
inbutiom: ideutifyingeffecs ofchsanging (Irwin. 1974). Os. ed., Koller Prentice-
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product promosioin. distribution and handling.
and understanding government regulaltions
applii to marketing.
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duarnal. rnanubactnired. or agricultural

(1) Behavitoral msce..m psychology of tell- Sakes Force tMeage. Selling: 4 Mfanagerial
ing p ,WU iiteseonsi ttlatioflthillM nsnL. Damts & Webawe and Behamai ,,
mi vation. and commitunflactiot. (Ronald. 1961). COs rmcp-.4nalvsm 2d Md.

Hill. 19731 Paris 1.55

(2) 1lstnave sea. other comperaion Mareqansent of lime The Dart'rell
ssiafor minE personnel and cIr- Sailer Force. 4th ed.. Sales.1Monarrt Hand.
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fhim. 1974). s, . - Riso (ed. (Dartnell. 19695)
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Entire text, text.
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19414 Cli. 1.3.4.5.. text.
10.12.13.
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d. Customer Servoce-Settang cuetotier service The Coasunwar, Affairs 1rodutS, Ien-
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warraniv and service contract performance. ion and Funsctio, (Amerir an .Matkrting
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Entire teL
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and complying with major regultons The Managerment rnent: 4.11-, P14r,

Affecting competition and pricing policies of Processi. Ens. ning, and Control.

the firm. Shearaon Act. Clarton Act. Robin, ioodyesr. 1974). 2d ed.. Ksuw ler

or Putnam Act. antidumping provision at ofCh. S. (Prentur-Hall 1972)

nternatictal commerce. Ch. 221

Management science
Short explanalsoms and references are reliveseaaMrnrr amid not exhausltw,

Summary Descripiirsns Level I Rekernces Level '2 Reeences

I .Wanagement.ScienceProblem Soluing Frasieof FundaenteJiais of Introduction to

Reerence-Naiure of managemenst science Opersaio Research. Operations Research.

knowledge and procesfes use Ji management Acki h Sasieni Churchman. UkofI.

science, knowledge in problem structuiring. Wiley. 1960). Clii. Arnoff (Wile% 1957),
iderstilving acceptable strategies, and develop 1.2.3.4.17. ChLi 1-7.20.21 .2

ing control benvchmarks foe perkitittance ap- P~colso
praisal: the operations research group; staes n O)Perssion Rsearich.
An oprations researh undertaking 2d ed. Wane
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Clii. 1.22.

I. .ldOdanaewI Science Atades-The malor
tltaantiiative skills. models,. and techniques that
Are moat useful in a variety of nisnagentent
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analyis and limabilii theory, espmcially as
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rrlistity .Alculation, mnd an~Alviis ta
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,sViluduin.
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-bew dCision ruk- catUsity, arid (PrCikIe.Hai. 1966).
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APPENDIX C
SURVEY QUESTIONNAIRE

Administrative Science Curriculum
Naval Postgraduate School
Monterey, California, 93940

21 October 1981

Dear Practitioner,

As a student at the Naval Postgraduate School, I have
selected Management Advisory Services as a thesis research
topic. Specifically, my thesis research will address cur-
rent Management Advisory Services expansion trends by sole
proprietor CPA professional practice units, located within
the State of California.

I have enclosed a questionnaire for you to complete and
return in the preaddressed envelope provided. It should
take you no more than fifteen minutes to fill out the entire
questionnaire. All information received will be considered
as privileged and treated in a strictly confidential man-
ner. Your help in insuring the questionnaire is returned
within 7 days will be appreciated greatly.

Thank you for your participation in this survey. If you
or members of your staff would like a summary of the survey
results, please check the box on the last page of the ques-
tionnaire. The brief summary of findings may be of interest
to you. Thank you again.

Sincerely,

David G. Hickman
LT, CEC, USN

1
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SOLE PROPIETOR CPA PRACTITIONER MANAGEMENT ADVISORY SERVICE
QUESTIONNAIRE

To assist in a fair interpretation of questions regard-

ing Management Advisory Services (i.e. services other than

audits, tax work, maintaining accounting records and prepa-

ration of financial statements); it is requested that the

following information be provided:

1. Are you a CPA in the Stateof California? Yes

No Other accreditation (please specify)

2. For what period of time has your firm (or its

predecessor) been in business?

Less than 5 years ------------------( )

5 years up to 10 ------------------ (

10 years up to 20 ----------------- (

20 years up to 30 ----------------- (

30 years or more ------------------ (

3. How many separate offices does your firm maintain?

1 ---------------------------------

2or 3 ----------------------------

4 or more -------------------------

4. Approximately, how many individuals in your firm

(in all offices) render professional services, of

any kind (independent audits, income tax work, or

Management Advisory Services)?
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------- -----------

* 2-5----------------------------------(

6 - 1 0 ----------- ---

1 1 -25----------- -----

2 6 -30----------- -----

31 or more -------------------------

5. How many individuals within your firm devote more

than 50% of their productive time to Management

Advisory Services?

None -------------------------------

2-5 --------------------------------

6-10 -------------------------------

11-25 ------------------------------

26 ormore -------------------------

6. Of those individuals engaged in Management Advisory

Services, how many are CPAs --------------(

7. Below is a list of college majors. Please put "B"

by your bachelor's degree major. If you received a

master's degree, put "M" by your master's degree

major. If you have a doctorate, please put "DRn by

your doctorate field of study.

___________________________________________no college degree (insert a

check mark if applicable)

____________business (accounting)

___________business (management)

___________business (finance)

___________business (marketing)
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business(statisticsand quan-
titative methods)

economics

engineering (industrial)

engineering (other)

liberal arts and/or humanities

behavior science (psychology,
sociology, etc.)

other (please describe)

8. Please indicate (roughly) your total population of

client organizations by ownership type:

Sole proprietorship ------------0 to 20% (

21 to 40%

41 to 60%

61 to 80%

81 toO% (1)

Partnership ------------------- 0 to 20%

21 to 40%

41 to 60%

61 to 80%

81 to 100%

Publicly owned company --------- 0 to 20%

21 to 40%

41 to 60%

61 to 80%

81 to 100% (
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9. Of your total client base, please indicate the

relative size of these organizations from the

viewpoint of their total operating revenues

$0 to $100,000. 0 to 20%(

21 to 40%

41 to 60%

61 to80%

81 to 100%

$100,000. to $500,000. 0 to 20%

21 to 40%

41lto 60%

61 to 80%

81 to 100%

$500,000. to $1,000,000. 0 to 20%

21 to40%

41 to 60%

61 to 80%

81 to 100%

$1,000,000. to $10,000,000 0 to 20%

21 to 40%

41 to60%

61 to80%

81lto 1001

over $10,000,000 0 to 20%(

*21 to 40%

41 to 60% (
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61 to 80%

81 to 100%

10. Roughly what percentage of your firms total

professional time is accounted for by each of the

functions below (Percentages should add to 100%).

Audits ----------------------------------

Taxes -----------------------------------

Accounting Services (maintaining account-
ing records, preparation of financial state-
ments -----------------------------------

Management Advisory Services ------------- )

Other Services --------------------------

11. Please indicate those component service areas of

Management Advisory Service which your firm becomes

actively involved with by placing a check mark

beside the respective component area(s).

_accounts payable lease or buy analysis
accounts receivable long-range financial

planning
acquisitions, mergers, _long-range planning

and divestments __management audit
annual financial plan- _management controls and

ning and budgeting report
applications software __order entry
development organization structure

billing and credit and policy
cash management payroll and labor dis-

tribution
clerical systems and __performance reporting

forms policy and procedure
clerical work methods manuals

and simplification __product profitability

computer operations -property
evaluations report design and in-

cost accounting and stallation
allocation return on investment

cost standards studies
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customer order proces- revenue accounting
sing -sales forecasting, de-

data communications mand plans,

economic and feasi- software evaluation
bility studies systems and procedures

equipment evaluation design, analysis and
financial reporting documentation (EDP and
financing, selecting manual)

sources of capital _systems and procedures in-
form design and in- stallations (EDP and

stallat ion manual
fund accounting systems test and conver-

-general accounting sion preparation
-goals and objectives

studies
information flow studies

_information systems
inventory control

12. Are Management Advisory Services a separate

function and formal department in your firm or are

they incidental to and an intregal part of your

overall service?

Separate function, department ------------( )

Part of overall service ------------------

13. Please indicate the manner in which your clients

are billed for Management Advisory Services

performed:

As a separate charge --------------------

As part of total service without identifi-
cation ----------------------------------

14. Please indicate how Management Advisory Services

have changed as a percentage of your firm's total

business over the last five years:

0 to 5% increase -------------------------(

6 to 0% ---------------------------------(
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7t

1 to 20% -

21 to 50% -(

Greater than 50% -------------------------

15. As a percentage of your firm's total business, at

what rate do you expect Management Advisory

Services to grow (assuming you do not anticpate an

overall decline)?

0 to 5% increase ------------------------

6 to 10% --------------------------------

11 to 20% --------------------------------

21 to 50% --------------------------------

Greater than 50% -------------------------

16. On the rating scale below, please circle the

relative desire of your firm to increase the range

of Management Advisory Services (i.e. increase the

variety of services provided to your clients).

No desire to Extremely high desire
increase range to increase range of

services

1 2 3 4 5 6 7 8 9 10

17. On the rating scale below, please circle the

relative desire of your firm to increase your
present client base (i.e. number of clients)

through the offering of Management Advisory

Services.
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No desire to Extremely high desire
increase range to increase range of

services

1 2 3 4 5 6 7 8 9 10

18. Below are listed several factors which might be

perceived as factors that may limit a CPA firm's

ability to expand into or present Management

Advisory Services. Please check those factors

which you feel would most significantly limit your

firm's expansion of MAS activities.

Lack of adequate internal staff --------- (

Insufficient capital and facilities ----- (

Inadequate client demand for Management
Advisory Services ----------------------- (

Insufficient staff training/education ---- (

Incompatibility with "independence" and/or
professional ethics ---------------------

Other reason(s) (please specify)

19. Does your firm tend to specialize in certain areas

of Management Advisory Services?

Yes ( ) No (
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20. If the answer to the above question is marked

"Yes", please briefly indicate below, those areas

of your firm's specialization

21. In your opinion, is there a problem of recognition

by your client organizations of the need for

supplemental management advice?

Yes ( ) No ( ) Sometimes

22. If your firm offers Management Advisory Services

(regardless of extent or area(s) of

specialization), is it necessary for you to

"educate" your clients regarding your skills and

the benefits that can be derived if they retain

your firm for management consultant needs?

Yes ( ) No ( ) Sometimes

23. Does your firm advertize for performance of:

Independent Audit Work --------- Yes ( ) No

Tax Services -------------------Yes ( ) No (

Accounting Services (maintaining
accounting records, preparing
financial statements ----------- Yes ( ) No (

Management Advisory Services---Yes ( ) No (

Other Services ---------------- Yes ( ) No (

178



24. If you answered yes to any of the items in the

above question; have you found advertizing to be

beneficial from the viewpoint of increasing overall

office workload?

Yes ( ) No ( ) Cannot determine

25. In your opinion, can advertizing be used as an

effective means of helping a CPA practitioner

expand his or her Management Advisory Service

activities?

Yes ( ) No ( ) Cannot determine

26. If your clients have Management Advisory Service

needs of a nature which may be unique or beyond

your area of expertise, have or would you refer

these clients to:

Other CPA firms which possess the desired

level of expertise

Yes ( ) No ( ) Sometimes

Other professionals, colleges/universities,

or equipment suppliers

Yes ( ) No ( ) Sometimes

27. If your firm does not normally refer clients for

Management Advisory rreeds, please indicate a

general reason for not doing so
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28. In your opinion, should sole proprietor CPA firms

adequately prepared to handle a wide range of

Management Advisory Services or limit their

activities to specific specialized areas within the

general management field?

Yes ( ) No (), CPAs should be prepared to

deal with a wide range of Management Advisory

Services.

Yes ( ) No ( ), CPAs should limit their

Management Advisory Services to very specific

and specialized areas.

29. Based on your education and professional

experience, do you feel that CPAs are in a better

position to provide Management Advisory Services

than any other professional "management

consultant"?

Yes() No ) Maybe()

Thank you for your cooperation. Now that the

questionnaire is completed, please place it in the self-

addressed envelope provided so it may be returned as

promptly as possible.

Please check Yes ( ) if your firm would like a summary

of the survey results forwarded to your firm's office.

Please indicate your mailing address below.
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