THE FUNCTION OF ACCOUNTING IN SELECTING
INVESTMENT PROJECTS

door Dr. C. A. Buningk

When we consrder the above su Sé)] ct, it would seem exPedrent to indicate first
and foremost at 1S understoo g/accountrn% what 1S unaerstood t% Invest-
ments and what is understood by thé process of Selecting these mvestments.

The functions of the accounting section

As this epends on size and form of the undertakrng the function of the account-
In sectro may vary gre tg Therefore 1t would seem, exép%drent to ask ourselves
first and forerost wha road functions can In rrnch eassrone to the ac-
counting sectiop. If all these functions are entrust d to the acc?un n% section, we
In ormchIe call this a countmo In a more gxtene sense. In_larger-Sized under-

tﬁk % owever we shall mostly see a ten encK to sever various functrons from
eacountmgn function In Js ndrrower senfs ere we mean general accountrn%
with 1ts branche

), We shall henceforth refer to the accounti g function In it
narrower sense as bookkeeping, uchasolrt up would seem me nrng ful in ever
respectas rom avrewp Int of characteristics, for mstance functions of a more
rosgaectrve nature and those more re ated to policy shoujd aim at targets quite
Ifferent from the RurPose the regrstratron unctrons of a more ret osr%ectrve
nature aim at. Fort atter re 0t a strong, roufine nature, whereas the Tormer
much more ?fr)rpn t%menta exj |I|t?/ and"fertilit dy of (nvention. Besides it Is [n
genera recommenda |eto mak ? %ersrzed undertakings, the olearest possible
Istinction between t control-yunctions and sup CPo[]trn functions o the ac-
countrn sectjon &s, i tes two unclrons are mixe IS a partic arerrreat
danger at the o1peratrona sector will rarseaconsrderaPIe mea ure of opposition
glhstt e use of the supporting functions hecause of fears o oppressr ties of
I

regoin articylar also applies strongly to the selection of invest-
ments, ?tr%aéfear Istinction can%e atfe betwee%y

- the supPortm function of the accountrng departments (in a more extended
sense amed enab Ing the operational sectors t rovrde the h |g er manae
men wrt an msrﬂ] orretas 0ssih ernt t return fo b Recte and
other enefrtst e un ertar at could eobtarnedb the 1hvestments
Proposed Besides the su ortrn nctron 1S ref ected in the mformatron to
he top management |tse ou enable this management to Torm a
g ement on t e acceptail Itrfl oft e mve?tment oroposals ade and make a
nrnrrhrful choice fro aIter atrves he mformatron 0] the dele-
?ate ana erswoonte basis of the Information “ﬂ? lied should be In-
orme rarf and fimely about eeffectrveness oft oWn actions.
- the cont oIrnJ netion a ed at ex mrng\/vete ternvestgnntﬁ]ro#e%ts
prop ose are | carrre out accor ng an and in time and whe
exgectatrons This control functron

actual returns Ind eg come UP to orrgm
cannot)e Ispensed with), If Tor no other reason than, to Frevent ex ectgd
eln § sphere I order to

tums systematically. exao%erated In the operationa
Secure Ia ger share of the investiment cake.
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In general the foIIowrng broad distinction can be made as to the functions which
Ignagnbe gflscrgned to the aCcounting section in principle and play a part in the invest-
the cen ty al accountrng department, which takes care of the regrstratron and
agogﬁgzrgﬂegf historical data resultrng In the profit and loss acCount and the
- the statistical departments, which also regrster historical data to produce from
these trends and Index frgures f?]r the futHre and/or the present.
- the calculatron departménts, which do t efr ure work for the preparation and
checkrng opera lonal actions t%be carrled
- the trea urers department, wr ?Bp lesS th requrred financial resources and
tﬁkescreo rngl ﬂ em low of funds and. the's p ngpanrnto Ine.
- et eart e%ales Iy eservrce ep nnin deﬁartment(s)f
and ot rtments hrc ve s(o or nga aavisory tasks | resBecto
eoperatrona olicy to be fol owe eentrre or anl atron Asar e the
oannrn eart entand the sal srnr servrcesu re ond rantglguantr
r[e]rgrr\]/ter ormation which |strans ated into frnancra the udgét depart-
- the economics deloartment which renders services t? the top man gement a5 1o
the creation, laying down and pro agatron of policy lines based on market
trends, Socio-economic consr eratron
- 8rocedure committees of rnost an ad hoc nature, which technrcallx v(r!ork
ut certain co [p nents of oIrcX on the strength o authorrtyggte b
tcoem rrnnatnggemen or the purpose; examples are budget, investment- ana simil
These are usuaIIy constituted of promrsrn% em Io ees rn the accountrng and opera-
tional sechon%w 0 consrrterwhat ISto b ? whom, when gnd In What
qetails, w t]asrc data o ouantrtatrve and ualitat] enature shoo] ne atéherr
gtrsposal In this respect, who Is to be responsible for the control of the procedure
As Was aIre%g/ stated before the above fun fctrons will in small-sized uynder-
taking smot combined In one or more chief functions. It would nevertheless
seem e ﬁg however, to bear the distinction as outlined above, however
broad and arn rrar% It mag be, 1n mind when stating what the function of the
accounting section should he in selecting investments.

The concept of investment

In principle we mostly frnd a tendenc¥ to regard as investments all policy de-
crsronstggrnou resources oraperroﬂ more than one Year.

3 finition_is not based on a theoretical eoncept of rnve?tment but on re
corde %actrce Besides a minimum limig ngr ders ore urva ent currency. will
usua r¥ e set: an investment below this [imit ern% re% d as an expenses item.
Deperdent on the form of the un ertakrn xtent of decentralrzatron the
size of the undertar Bg and the level at h nt ud menf ta es e wider or
narrowr limits will be set, Besides there Is In many, includin ar er- srzri
ungertakings a. ten ency, to, sup- drvr%e investments Into two ¢ tegorres name%/

- Investments.in large, “Individualisable projects, which mostly entail an expa
sion of existing activities (projects)
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- mvestments wrrth a flow character, among which assets that may mdrvrduaII}(/
have a [ong [ifetime may be found, but of whrch Wwe can state th at the ris
involved 1 the investment 15 confined to a relatively short period of time be-
cause the Irfetrme ?f other, similar objects of investiment if the urchase dates
are Well sPrea often f)ﬁ)rres Wrthrnarelatrvely snort term. Examples are a
car fleet, socks and the Ike (

The p roc dure for the | terk |nve tments Is that In the undertakin onlr

therrtota IeveI 1S centra contro ed wrt mostlya%reat measure of decentral

zation and eeg%atron wrt regard to all otmentfs within this total level.

It is characteristic of the tter categor mvestments that the often er
form achrevemenAs drffre tton |vr ualize, so that evaluation 1S often only
meanrn If and in so far this evaluation Is drrected to the total results of the
comIp ementarity which absorbed these individual Investment %

rgect Investments on the contrary often (ﬁanst dt te In themselves a comple-
mentdrity that can be individualized very well and for that reason can also be
evaluated very well.

Proposals for program investments should s a rule be made )Athe operational
functions themselves: asarule their s Vehere of ac%on also lies wrt In the function,
Prorrlect investments on the contrary will mostly have to be studied at central and

E er levels as these mostly relate to or span many functions may be even under-
takings and markets.

What is to be understood by investment selection?

An investment scheme is generally accomplished in several stages, namely:
- the lon term plan

- tne ann mvestment Aalan

- thef rna a&prova of | ﬁhvrdualr ves#ments

possrby e Individual approval of components of investments already ap-

prov

Th main purpose of the long-term plan are;
etermrﬁrn the ramewo?k wrthFr)n whrch the decisions Ho be made should lie
drrectrn the current of thrnkrn%o staff at mana%ement eve

e ducati ge elegated eaiters in| Hg -term t IE %

Itting th rnve tment an into the financin

In grrncrpet% %n% m plan is of nrn atr enture It provides a scheme
ction’ In, whic hort term pans S %

itteq into. T grefore It 15 orEy
of a normatrve nature for those Hp ans w ran the requrre date of compl
tion, should be decided urnon att etrmewhent ? Zpan is.drawn up.

In otBerworste ong-term [ﬁ)an iioesnotserY]e [eeze gxrb” totn
future, ut contraril to Irec aden arge It. In the Jarger-size B akl
Iong -fer mvestmetgan will 8rte reatelr gart be Tesigned by the manage-
mefit ang its econamic advisers and market analy rt
Contribytions, from the operatronal sectors of the ort[ranrsatron will as a rule
%t be evaluatep 100 strictl ny They only. serve to su qor the mana%erral scheme,
The unctrono the accourting sctri)n in submitting long-term Pl SIS confrned
to Its own "h sph ereso responsipili 3/ r]addrtro the aﬁcoun ing section will
for.instance, have to take care of the Sipply of forms to the entir’organisation,
which should clearly state in what frels uggestions are expected, what direc-
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trons and exp%ctatrons thT mana?ement has in view as to these frelds and What
figures from the past could be of support to thrfsewoma roposals. The ac-
counting section (economics epartmentg will also have to %r e ItS active assrst
nce 10, the? aration oft%se manad rial directions and ectatrons Besb
the |tt|n of the Investment budget Into the financin pan 1l sometrmg ea
matter or the accounting sectron but It IS not uncommon that a special

ment (treasurer’s department) s charged with this task.

The annual investment plan and the selection of investments in a narrower sense

Within the framewaork of the long-term mve]stment plan mentioned before, ?on
crete mvestment bUdr?etd are dra nr{r}n on the basis of whrch the selection of In
vestments or the eriod concerned (mos %one year) takes place.

In this c?s% two srtuatrons ma]y 0GeUy, name
tetavar le resources are Insufficient to carry out all relatively attractive in-
Vestm

- the resources to be obtained from the may (et are of such an extent that any rela-
tively attractive Investment can be carried out in principle.

In the former cafe the sele ction ?f investments takes pl 8e by makrn a chorce
from the available possibilities of investment as arranged in th% order of their
attractrveness wrthr the framework of the available resources while In the latter
case the. availabje p ssibilities of Investment érre compared wrt the exPense In-
volved in secunnd eregurre res urces and the aaditional charges (for risks,
grofrts etcacons ered necessary. (Here cut off rates are mo?tl used? In hoth
a5es nonc\ antjfiable factors such as risk ex ectat?ns andR Icy considerations

T course also aP/ an important part. Besies It wil ﬁe no uhconimon occyrrence
that for certain projects Various other alternatives will be studied as to their rela-
tive attractiveness.

The final approval of individual investments or components of investments

In practice there area dmber of firms whrfh after a Pnroval of therr annual
bud%ets sutgect Indjvidua budget |tems to a_fjnal test% he moment when con-
struCtion ft [ts.or the Purchase tae in ﬁe This may be usefyl if in the annual

get caculatrons weestr Insufficiently cetailed or new %rrcumstances ﬁ
arisén, which can still a grecrably affect the calc érlatrons submitted origina
Besr €S |t S In someundgt rnds customary to set additional séan ards of o
al for individual gx enditures nexcess 0T a certain auth orrse sum witnin a bud-
ﬂe |fem approved of. Personal }/ I cannot admire this procedure. In m oprnron
15 |ke {0 give Pse t00 r ]r sm and a loss in motivation gpovrrer el vetg
It cane nca se e |nso rustrarlron amon those responsibilities for the bu

ets, | consretr l# orrzat%ono delegated leaders to han le nvestment pro-
ects one of the chief aims qf Investme BO icy. This authorization may have
strongg fects aﬁ regards motivation and ed %tron

na |t|ontere are of course man secon ar urgeses such cntrrlfutron

rite lqui |t¥ n et, as% tgnmento a task, control re rab
n/red as ] A of se ?ontrol? 0 eratrona an for car \)/ 0,Quf t er
estment etc. In orcer to enable motivation and education to ha esuffrcrentP
and hesides to obtain the best possible adaptation of the Investment to loc
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circumstances, | am a strong believer in a ecentralrzed prerfaratron introduc-
tron and application of Investment nnlans T 1S especrally applies to Investments
ofap ror\;Nam nature. Of course the anagement should give directions in adyance

s 10'Its rshes expectatrons Rre erences, etc. Besiaes the 0] mana[qement shoqu
reserve the final I] gmentwrt re ar to the level of program investments permit-
ted, and the finaf choice and ap al of projects.

This reﬁurrement of decentralized rntroductron implies that the matter should
be kept intelligible to those who introduce Ian? Wwhich forms a glea for the
greatest possrble srmplrcrty Of course the level of the employee who Introduces

gan %arn axan Important part s wellasthe extent to which within
the organisation the atter has been made familiar through education. and train-
rn? e principle of decentralized introduction of plaiis also implies, as was
already. stated, the necessrt of evgluatron In_order 10 prevent a s stematrce
aggeration of anticipated retumns. This evaluation s often, in my opiriion wrong Y,

omitted. Whether this evaluation will have to rnclude all proposal or to be execl-
tedb way of tests, Is a question of eff rcrenc the | att%r method ern mos} at-
tractive in’'my opinion. In' the selection of investments the comparableriess of the
Bro o%als ade 15 essential. Care should therefore be taken that the instruments
throughout the entire organrsatron are interpreted in the same manner every-
where.

Thrs requli ement is at least as.important as the specrf ¢ choice of the instru

unnoseu and s stematre information can Rreat CONtribute. towards. ne
unifo mrt?/ of Instruments referred to. In Preﬁarr grocgdure th ccountrn
secctron will likewise have to take care 0 Ero riate design o ste
and tne course of forms Jrn verY are nerta a Se arat bud et art

n rs ome Imes charged with this t Besrdes eeva uation. wo will asa
ru one teaccountrna sectron ometimes K (?economrcs eegtment

%et department or fa culation ?% Accountl \R/ ata will no dount have
the mamn CPr%rntso HP or}t for thi§ ‘evaluation. When we su dect fhe Tnvest-
ments Rro posed from within the orgfanrsatron t0 a further consideration, it ap-
Pears at a very consideyable part of the decisions as to investments are in prac-
eta H n the basis of non- quantlrta Ve &onsrderatrons Thg og[posrte extreme
orme Investments exclusrve ased on return considerations Between
tese fwQ groups IS a category of rnvestmegts Wwhere non- %uan]trtatrve as Well a?
ﬂuantrtatrv consi eratron ag 1,r)a]rt In ecrsronsw eth rternvestment Wi
£a Prove of or not. Because o estr?ngoernf uen%e exerted b go rcg/ con-

siderations, decisions as to rnves ments should mae %the execufives re Ponsr
ble Jor the policy followed by the unerta rng that 1s the {o mana ement with
Its direct advisers. For these reasons It IS Incorrect to mentio uantitative

Fata when investment pYOROS | ar fre Ngn quantrtaérve data are often at
east ofeariual rmportancg they should also resentle In & convenient man-
ner and, as much aspossr ernas stematrc manne aswel
Investmentst ﬁt cannot be quantified in ameanrng ul manner can be further
su b-divided into t echrefcate ?rres namel
1 Investments for the benefit of the marn ur ose of th? undertakrng (such as
market share, re urre minimum share In. the Ply of raw materials andAor
B%rsvrtcgas)safe guarding monapolistic or olrgopolr tic’market positions or other
Il
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2 investments aimed at avoiding damage to the name of the undertaking. Exam-
Bles é)f these are Investments n the Social sector such s canteens mveitments
based on safety considerations, investments based on Government requlations,
mv_estmen.}s aimed at avmdm_g nuisance to, %he (E)o ulation (water qn alr P_ol-
|ution), gJits to foundations, | S'[I’[U'[I?nSWIt 0g objects and similay facil (J|es
In theptinlic or semi-public sphere for the bénefit of the name of the under-

taking. _ . : . .
3|nvei?ments %umed at replacing machines and/or parts constﬂEtm a,reIatwe!\y

smal _gar_to an hmportant complementarity in %%rag te makes an importarit
c?ntrl ution to the pro UCtIVI'[¥ of the undertaki (I] _onIY In th? case of re-
gace,ment of |mPor nt parts of such a complementarity is calculation of the

nticipation return of significance).

As regards the ahque-mentioned categories a calculation of the return, solel

a|m|n§ %t determining whether the mﬁestme_nt Wlﬁ be effect 0|.or not, wﬂ? as%
rule not eofm%m |fa ce (this also applies to investments in publicity and research
which are also. mostly based on A)Oh y$0n3|derat|ons. However for these invest-
ents alterp tive calculations should o teH be made fsthe}/, the investments, can
eac?_omP Ished jn various waf){s or w¥ the aid of varioys machines. Besiges
asu? itatlve motivation will often be of importance when fhese Investments are
Invo ¥eﬂ (In the case of canteens, for exampL : the r]umber 0 empll_cfy s, expected
Use of the"canteen, distance from home to the em oyer ang the like).In order to
grfvent much unnece%sary work being done |n the organisation, it is recommend-
ble to state clearly that for certain categiorles,of Investments, where non-quan-
titative f%ctors are’ decisive, additional calculations of the return are only appre-
ciated If tney are related to possible alternatives.

It IS recommendabli_md_eed to instruct the o_PeratlonaI staff clearly as to nature
and extent of the qualitative motivation required of them for the varjous cate%o-
r1es of Investments. The Rrep?ratlon of for _?_and check-lists suited for this pur-

0Se 1S 1n my opinjon_one of the r$s onsibilities of the _accounth department
budget deP_artmen_t . For the s?ke of Comparableness at higher levefs, uniformity
I présentation is highly desirable. N ,

It should, be observed that if investment decisions are made on the basis of
return _con5|éierat|ons, the estimated risk plays an |mPortant part in ?ddmon to
the estimated return. A distinction should be’made hetween the risk of wrong es-
timates In the [nvested. amount (construction Pnce o Purchase rice, Inclu mg
working capital), the risk of wron eitlmates N estimated prOCf dﬁ and the 11s
with regard o the standing costs involved In operation. As a rule the estimate of
r1sks ca n?t be separaed from the _esgmated return. _

\{\Aedshal first review the available media for comparing the return. These
methods are:
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- the Pa% out method. In fact this method is to a not inconsiderable extent a
! or meastunn 2rrss
- are urn on investmen
- adrscounted cash flow
- |nterna rate of return4
- Inci ental%applred ethods such as the Baldwin method and one year com-
paring formular for replacement investments (such as the M.A.P.1.-method).

In m%/ opinion it is generaIIy advrsahle to make use of a number of simple me}dra
for the ec%ntralrze Su mrssron? Investment gro 0sals; the pay-out met
(related to t]e expected lifetime, it necessa J the returm on’investment sg
tem being the best methods suited for the purpose. Practice confirms that these
two methods are rrI; g preferre.

With the aid of these su% gestions a number of investment progects can aIread?/
{mmediately he. decided up nrna osrtrve or ne atrve sense ) frt only porde
line. cases remain. For these horder-line cases | prefer the internal rat of refurn
metho because of its reIatrve simplicity. But in practice the discounted cash flow

syste rsude %ar er scale.
e onserved that, whatever system is chosen, uniformity is the first
requrfrte This aoolres to the standards of AUd% ment chosen as well a to the bases
? culatign. t of frequent occurrece nt IS respect Is that rf and In so Tar
uture price ang cost Increases have to be taken Into acc%untw en Investment
proRosasare made, 4 great |vergenc may occur throug out the organisation
ith re ar% l]o the r| Hﬂment of mOvements In rthese [relds ractice e there
ore see, | reve a strong preference for caculatron n {he hasis 0 the
present price ﬁ” 00 eveI oSt orne ative rPremru sonly ernga owed
ear Iy as nchronous movements (such savr 9s In |abour “costs). [0Ce-
u ndecd makes rt]necessaryto g rmit (1 nves gt budgets are sedas bjects
awthonzatron the_approved sums to eexceee f0 a"certain |m|t automa-
tica 2/ ecause f anticipated price rises. In etermrnrg the baseso calculation
B onA uniformi (} In the or anrsatron the accounting d Ioartment or
Po artment) no dpubt n.important roe AswsareadY stated
SIeboe botf e

ractrcea d thew te of this paper stro refer the greafest pos-
le simp ﬁy For tprat reason | personai pr:onsr e%%a ||cat?ono ore

Intricate methods such as the Baldwin systém meaningful rn very exceptional

jjda ja net |dn\(/jested amount orofit
reed. depreciation + net profit after fa

The %mber of years fouR |n[th|s ma e[roan fae othe estimated lifetime, if required.
average annual net profit cause byt e Investment

re ards to, the rnveset op é)a Ital various ther srbr tre can he conce ved uch as the or Ugt

h nveste oa rtI e[agee |nv te restrma ae uch a 0

Hi B rrrssna A
the” lifte rme the asset S oul%llo r} s%ounted In ordeer 0 make it equiva ent e ne? Invest-

mez{]tﬁ P ned as: the refatjon between the surplus fou
y reducing the discounted pet pro-
s 0 St U N ot St B e een /B

relative surplus
total invested amount.
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c es only. The argument that the drgcounted cash flow method and the inter-

%te %f regrrn systemr é)lrcrt rodeed on the ba?]r fhe return ercenta es
oun when discounting the Invéstments discussed S ou also be real sed for he
funds which hecome fréed, Is in m anron |ncorrect an Irrelevant.

Incorrect becaHse when th%se et o S are érse onl % opInion s given as
to the returp wit g toteactua deman madeo ersourcest at have
een or will be agl for them, and irrelevant b egause only In case ofagreat
Iscrepancy betw n the returns t? e expected and the retdrns made ?n Ver-
%re in the underta rnri; there woud e a serjous distortion of results. | ? a
screpancy oceurs, It Is without urther proof clear that the investment er have
tq be carried out Srfthe return 1s ve \7 rﬁ%or not (I %fthe return is low). In ¢ es
0 doubt the res ttont at re-nvestnie wrtg gurva ent return' may ta
Pace IS 10 r . Besides 1t m Frve that the upcertaint
uture estrmate rsa ey great, W recomp cated srstemsarenatee ecu
tives from results. Te s ofsst ms accessible to specialists only gives rise to
suspicion an fearsofs ecialistichobbyism.

0 ?hreve uni ormrt In the |nterpretat| n of the medja used, it is recom
mena e to.make use of directions for the ormu ae of ud ment to be (se or
(e rstrrhuh?n of rnterpretﬁtron diagrams, trs most accom anied b
a rtrong In ormﬁtron In the | arg r-sized und er rt rs nm opinion re-
commen able to charge the budget artmentwrt the choice of the medlia used
ﬁn the greparatrono directions of a rcatrofn This, department would tﬂenaso
toatf T A e S R t”ae”‘aathh il

wh U r I wi

r%)u%t have to take charge ? thrs Itshon]ldgoe ohserved t ?alsg In that case

e appointment ofasec empoee In the accounting sphere 1s, advisanle In
eve respect In ord er prev teser ortant func onf being neglected

pressureo ever}/ ro ems Te ore rntrrcate ca culations in. c es

of ou as well as possih eeva uatrons will mostP/ ave to be carried out jn t

accountrngshere ometrmes te budget department). No doubt use will then

have to he'mad % n apundancé of accou trng afa,

" (C))ncscasronally the Internal auditing department is found to carry out these evalu-
r
For measurrng the risk rner Investment prorect a great number of media Js used

suchasteaove -menti é)a out time analysis; the key point or bre% even

gornt analysjs; flexible pudgeting, which systef Provr esanumbero udgets
ase on var ded expectations Into whrch reahtg/ flitted In Pro ortrrfn to outcome

terpate budgeting, under. which systemt1 above-mentioned aternatrv%s are
werPhed {0 ther robability and a weighed average ofteontcome 10 pe ex-

E)ec ed Is Qetermined as expectation of the return; or even simulating (including

rnear rogrammrn%)

sl SR RS e e
wu Vi r r r

of risks, Whrch 1S r(hgsﬂy very(t]‘?exrbe Inflexinle; pfa/c rThe mterpretatron o#l rr§<
rn wron ans (as &a gtter of fact'in those of the calculators instead of those
of the managers and undermines an%her bu%%etc aracteristic, the a orn ment
of tasks, for'the' man who 1S res onsd le for execution. In ot er updertakings
there s a tendency to raise the Standard of return in a manner ard own In ad-
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vance on account of risks. This (%stem as well makes risks rnflexrble and basically
Euts the Tcrsron N wrong hands. It wouldl seem to me that Tor that reason this
stem rsaso less efficient, Lagrng down minimum standards of return in advance
¥|ndeed imit the number fprogects pro o%ed and thus increase the etfr&rencg
of the procedure. But it would' seém to m tattemochorrect met '5
sn/ecr rrsks sub-divided accordrng to the conseﬁuencest gmaay have an fo
entually bp as additional Information, It the number nvarra les Is
not }oo reat réak-even point ana SES consrdenng ﬂrn rice and/or V?Iume)
and/or d ernate budﬁetrn |t would see tI nﬁth t the pay-out time analyss Is
meaningtul as extra iror atron in practically all cases.

The rrse of automatic aids In acco untrn nables aIternatrve calculations to b?
madg 50 |n the case ofa reater num erof marnvrrabes his ma eu?efu
for eenenrn the msrg nt o staff em oxeesc argec wrthte [0CES rngo the
material, Buf care shotlld be faken that specra listic hobbyism occurs, while in
my_ opinion it should no doubt be unwise to_submit too great a number of alter-
natives to those who are charlqed with taking final decision

Alsoasto how risks should be described or catalor[rued %he accountin de art-
ment (or budget departmentg will, as was already staed, nave an imp ra tre
B f |I|t¥ I desrgnrng eff] |ent forms.. The use of efficient forms and t %trmee%
%ﬁg t Information required for makin ﬁrogosals IS therefore qne of the chy

tions of the accounting section. Timéliness IS an important t%ctor In order
to prevent a run on the a countrng section durin the erm of the Investment
selection rocedure and to control the duration of n rocedure. The accountrng
ectronw Ika 50 mostlg/ be ent usted with the control ﬁgroce ure. As for th
|ure wor erson Rre fr as may ag(r)ear omt ore%orng, this erng
y the esons responsible for the executjon of rnvestmen%m order sot
enIrven the matter for them angd make them etéer aware of t ang facets
attached to an rnvestment IntecaIcuIatrnn and evaluation of cases f doubt
an Iarge pro ctite ccountrng ection will ?ntecontrary ar\;l\arnpag E
ponderant  rofe athou% a]so In t ese es cose onsultatron drth those
cerned, n or ertem etemattrrnte tke tot mrs re urrfe

Summarizing éeaover estate that the unctron the accountrng
section In |ts¥v £ Sense In mve{ ment policy are Rf ver great |mrr)ortan 3
preparation of the investment selection as well as the supply of the required hasic

ma erial rff a quantitative and qualitative nature is almost certainly one of its
responsibilities.

When' Investments are su rTrested for selection trom within the or % anrsatron
the accountrng section also aysasugportrn? and advisory rol It that it
should be sta chearI?/ that the respon Prlrty or the su%?est on soudcontrnue
to rest completel [y h those who are Tina X responsibie for erea lization of
what the su es d hrou hrnvestment rog warning is no doubt in Place
ﬁe sma ler %me Ium-sized anrsa%ons the accountrnlg secfton IS

Yto take he seat 0 teexcutrve sections without realising that'in fact it
aIso akes over the responsibility for the execution.

It sh ou aso be %mnhasrzed that Investment golrcy should contrnue to be

policy. TNIS mm S t numenca data may never 0 scureternsr%trnmﬁ
??ten very stro rge nuanced reat}/ Care Should therefore be tak% t
Iqures aré not presented in an unauly suggestive or absolute form. The function
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of the accounting section is to supPort a policy, but taking over this policy from
the management W?U|d be absolute ywron%

A war |n% shoulg ?be glven: agams forcmg this supgort upon fhe ogera
fional sectors too stronﬂ as this is Tikel %/to IVE T1S6 tofelln?s of frustration
based onas gpose wm%(outo own tasks and resRonsmtIt les. But keegmg
ac ?ck on th ? |zation of te Rectattons ex re%sedwe Investments were selec
get%en%rgtjssg[%renp etely part of the Tunction Of the accounting section in Its more
X

My ene]al impression is that.in the smaller and medium- sue? undertakings
in the erIan sthesstematlc selectlon of mvestments Is still applied on"a
much too small scale, so that a art rom the ab?ence of this important mstru
rrientt rt(? r[tana eme?ts are also e[<|ved é)OSSIbIIIt to bec me ette[
arlotgee Stg)est gc velopment of thelr own markets, the development of technologica

In larger-sized undertakln on_th (i gtrarg it occasmna(! oceurs t\hat en-
courage concentrattons taffs I ccounttnq and finance teselef
tion 0 |nv tments tens 0.he mad ePurPose In itself too much with as a ru
{00 stron em a3|s e|n al ont terlal of conviction that can be measured
q ntttat vely. A consi te t classi catlﬁn of non-quantitative material 15 not
se omo |tt somt arge rk

You will fin aposs roce ure ort 2 selection of mvestments long-term
Pannm% plapning and %etmg in ar%er concerns on the enclosed i ?ram
tIs moeor less dn average Of tnd systems as found by me in a number o nter
nattona concerns. It 15 m ersonal exRertence that such asa/stem can be agp 'ﬁd
excel entZand contri ut reafly to the acceptance of media of control
operational sectors and the motivation oft perational sectors in management,
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