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PREFACE

There was a time when controllers and treasurers served a clear
staff function of providing information and support for line man-
agers. Today it often seems to nonfinancial managers that the fi-
nancial officers are the tail wagging the dog. It seems as if there’s
more money to be made by buying someone else’s tax loss than by
producing and selling the firm’s own product or service.

Financial officers may often appear to be more preoccupied
with their own ever-increasing empires than with the provision of
timely, useful, understandable information for running the firm
efficiently. They certainly don’t seem to have the time to translate
the information they do generate into a form comprehensible to the
average nonfinancial manager.

Yet the nonfinancial manager can no longer avoid financial
information. Profit statements, operating budgets, and project
analyses are a constant part of the manager’s day. This book is an
introduction to the world of financial management. However, its
intent is not to make the reader a financial manager. This is not a
course in accounting. It is not a course in finance. Rather, it is an
attempt to familiarize the nonfinancial manager with what ac-
counting and finance are all about. This book concentrates on
providing a working vocabulary for communication, so that the
reader can develop an ability to ask the right questions and inter-
pret the jargon-laden answers. Any accountant can bury any
nonaccountant in debits and credits. But once you understand a
few basics you can fight back and demand information that is both
useful and usefully explained.

In addition to vocabulary, this book describes a variety of
methods, processes, and tools of accounting and finance. They are
not described in sufficient detail for the reader to fire the treasurer
or controller and take over the job (how many of you really want to
do that?). Instead, there is sufficient detail so that the reader can
say, “So that’s what LIFO-FIFO is all about? I always wondered
why we changed our inventory system,” or perhaps, “Hey, we never
thought about those advantages of leasing rather than buying;
maybe we should give leasing a closer look!”

How many managers are rewarded on the basis of return on
investment (ROI) without understanding the difference between
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ROI and ROE (return on equity) and ROA (return on assets), not to
mention RONA (return on net assets)? There’s no escaping the fact
that all managers are affected by the financial decisions that every
firm makes. This book clarifies in the reader’s mind what questions
are important to the firm’s financial management and why.

Who are the nonfinancial managers this book is aimed at?
They are presidents and vice-presidents and all other managers
except for the accountants and other financial experts in the firm.
This includes all the engineers, sales personnel, and production
people who have moved up within their firm to the point at which
they need more financial lingo to follow what’s going on in their
communications with the financial officers. They are people who
have shifted career paths or who have simply grown with the firm
and been promoted to more responsible positions. Sometimes man-
agers need this book simply because the growth of their firm has
been so fast that the financial complexity has increased at a more
rapid rate than they have been able to keep up with.

Most of the readers of this book will not have attended busi-
ness school. Surprisingly, however, many business school graduates
will pick this book up as an excellent refresher. Frequently, busi-
ness school graduates who majored in fields such as management,
marketing, and industrial organization have commented years later
that they would have paid far more attention to their accounting
and finance coursework had they realized how valuable that back-
ground is to those in responsible positions in industry.

Essentially, this book is for any manager who comes into con-
tact with elements of the financial process and feels a need for a
better understanding of what’s going on.

One final note. This is not a text. The structure of this book is
such that the reader can sit down and read it in whole or in part.
Although it is not a novel, the material is presented in a prose that
should eliminate the need for intensive studying to understand the
main points. A once-through reading should provide the reader
with a substantial gain in knowledge. As specific financial ques-
tions come before the reader at times in the future, the book will
serve as a good reference to brush up on general questions in a
particular area. And, when more depth is required on any topic, the
list of references following the last chapter should serve as a good
source for as much detailed information as is needed.



NOTE: This book is not designed to make the reader a
financial analyst, accountant, or tax expert. The pur-
pose of the book is to allow you to better understand
what such experts are doing, and to better communicate
with them. One should not make any financial or tax
decisions based on the contents of this book without
first consulting an expert in the appropriate fields of
accounting, finance, or tax.
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