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SUMMARY

This thesis tackles organisational viability problems, encountered
in the usage of linear prograiming-based financial planning models
for strategic decision-making. In particular, the research uses
systems concepts and empirical evidence fram previous studies to
develop and theoretically justify the hypotheses that:

- organisational viability can be enhanced significantly in that
state in which the organisation effectively balances 1ts
structural camposition with its capability for environmental
capital mobility;

- the unsystematic cost of capital component is, 1n reality, the
social discount rate, while the systematic camponent comprises
the business, financial and security-marketability risks;

- satisficing logico-mathematical models are the most suitable for
effective organisational strategic financial planning.

A planning concept is developed, termed ‘'viability planning',
defined as planning to maintain an adaptive, efficient and
effective structural composition. This concept is elaborated as a
decision-making modelling methodology, using (in an 'Interaction
Tableau') a set of organisational characteristics whose inherent
synergy has to be maximised as a prerequisite for sustaining
organisational viability. A decision-analysis model 1n a
non-preemptive goal-programming framework is proposed to obtain
the optimal synergy-scenarios, that should subsequently be
considered 1n a preemptive model framework for ranking, weighting
and satisficing. A logical extension of the theoretical framework
of sensitivity analysis is proposed for satisficing, deriving
trade-off weights either by analysing the relationship between
devaational variables in satisfying specified goal-constraints, or
by optimising total trade-off value between the different
non—-daminated solutions obtainable from the multiple desirable
objectives. Finally, using a program developed on a Harris-8dY
camputer, various aspects of the viability planning concept are
experimentally tested in a case study of a holding campany.

It is concluded that organisational viability modelling problems
could be minimised by incorporating the capitalised—cost structure
in a multi-criteria decision-making framework, the primary
considerations being optimality of synergy and appropriate
pbalancing of the preference and trade-off weights (both of which
are confounded in current model-applications).
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CHAPTER ONE

GENERAL CONSIDERATIONS

1.1 Introduction

Organisational Viability is generally understood by today's
management and accountants as the capability of the organisation
to remain solvent over the specific horizon being considered. Most
management and accounting literature - for example, Bolton (1976),
Sizer (1975), Chambers (1967, 1971), etc. = indicates that in
practice the usual tendency of management is to ensure the
maintenance of solvency through effective (albeit sometimes
inefficient) project-based cash management, capital budgeting and
evaluation policies. The assumptions underlying such policies are
that an organisation's transactions can all be viewed in terms of
specific projects and that the aggregation of the viability-levels
of these projects is the organisational viability. Thus, the
tendency has been to regard project viability as synonymous with
organisational viability. Further, the inefficiency of the
above-mentioned policies is aggravated by the problems associated
with strict adherence to any cash management or capital budgeting
policies - that is, the problems of project interdependencies,
disadvantageous applications of economy of scale and high

opportunity costs of business transactions.



Viability is defined, in most dictionaries, as the capability of
maintaining a separate existence irrespective of the circumstances
encountered. Such a definition 1s in conformity with the systems
viewpoint that viability is the capability to adapt effectively to
environmental changes and interact efficiently within the
particular environment. Following the line of thought underlying
this definition, the interactions of an organisation with 1its
environment should be of major consideration since it 1s through
them that the organisation can be characterised as a business
system rather than merely a legal entity. This is evidenced by the
fact that in merger situations, neither of the merging
organisations would be ready to give up 1ts individual 1dentity

unless otherwise campelled by environmental pressures.

The subtle difference between the two definitions mentioned above,
is what 1s being elaborated and exploited in this research. In
particular, an interpretation of organisational viability will be
developed as a planning concept and a decision-making modelling
methodology. Such a development is intended to have a contextual
framework which can be viewed as a campraomise, emerging from two
extremes of financial management practice - one emphasizing the
‘power' of capital, while the other emphasizes the 'power' of
decision-making adroitness. Before any such planning concept can
be developed however, 1t 1s considered essential to develop a
framework which can be used not only for a broad classification of
organisations in terms of their viability states, but also for

identifying the desirable planning strategy for any particular



organisation. This framework is developed in the following

section.

1.2 Framework for Identifying Viability States

The scope, rande and general nature of the interaction between an
organisation and its environment are, to a large extent, dependent
on the organisation's capability for general mobility of
resources. More often than not, it is the desire (of fund-parties
within an environment) for resource-mobility channels that creates
the organisations and the competitive atmosphere in that
environment. Such an atmosphere aids the achievement of shifts,
over time, of both consumption and production activities through
the intermediation of financial markets — the capital market and

the money market.

Using the investment-production separation principle, which forms
the basis for interactions between organisations and thelir
environments, a set of collectively exhaustive states of viability
for organisations is identified in this research. This 1is
essentially to analyse organisational viability in terms of the
interface between the organisation as a business system and the

organisation as a legal entity.



These states, 1n order of increasing desirability to various fund
parties in the financial markets, are as follows:

- liguidation state,

- bankruptcy state,

- technical-insolvency state,

- product-alertness state,

- industry-alertness state,

- capital-alertness state, and

I

balanced activity state.

Without doubt, the liquidation state signifies the situation in
which dissolution is inevitable, since the organisation concerned
would already have admitted its failure and its inability to
reorganise. The bankruptcy state 1s characterised by the
prevalence of a clear—-cut choice between returning shortly to a
more viable operating status or being dissolved. In this state,
the organisation formally declares itself in a state of financial
duress and asks bankruptcy court's protection from its creditors
while attempting (possibly through receivers) to rectify the
situation somehow. This state is usually typified by a negative
net worth - that is, the organisation's liabilities exceed its
assets. The technical-insolvency state is that in which an
organisation does not have sufficient cash to meet its immediate
payments. An organisation can operate 1n this state, for a
considerable length of time, as a recognised failure without

having to be declared bankrupt. During such a period, the



organisation tries to work itself into a solvent position, though

a constant possibility of dissolution lurks in the background.

The three states discussed above have a common dilemma - short-run
operations will most probably differ widely from the desirable
long-run trend since short-run problems are so damaging that the
long-run seems too far away to matter. The point then, about these
states (and indeed any other states for that matter), is that
there is the need for recognising a value of an organisation to
itself, the absolute minimum of which 1s independent of the
organisation's status in the capital market and below which

management cannot afford to sustain the organisation.

The product-alertness state is that in which the maintenance of a
high level of resource-transformation characteristics is the order
of the day. The motivation behind this is not so much to obviate
the risks of becoming technically insolvent as to become a force
to be reckoned with in the product market and, consequently, in

the industry.

The industry-alertness state is that in which the aim is to
maintain a high level of recognition within that industry to which
the organisation belongs. The motivation behind this 1is
essentially to ensure that the policies of the organisation
influence, to a great extent, the behavioural characteristics of
1its i1ndustry at least within the economy concerned. Any

organisation in this state 1s bound tO encounter enormous pressure



to go 'public' if it has not yet done so - since most participants
in the financial markets realise that capital most consistently
gravitates towards organisations in this state. This is evidenced
by, for example, the sale in September/October '83 of some stocks
in British Petroleum and Tottenham Hotspur, and also by the Stock
Market expectations of stock-flotations 1in British
Telecommunications and Reuters (Investors' Chronicle, August-
October '83). Thus, arguable as it may be from an economist's
viewpoint, the nature of market transactions tends to indicate
that the appearance of such organisations in the financial market
can only increase the level of economic activity. As long as
'going public' means floating of stocks to the general public as a
listed security in the stock market, the appearance of an
‘industry-alert' organisation in the stock market is bound to
positively influence the consumption-investment decisions of

various fund-parties in the economy.

The capital-alertness state is that in which the order of the day
is to promote the organisation as a 'money-maker'. Although most
shareholders would want their organisations to be in this state
since they consider it an excellent one, 1t 1is actually a
dangerous one for any organisation to maintain. This is because
this state really indicates that the organisation is much more
dependent on the capital market to survive than on its own
productive capability. It also indicates that the organisation's
need for the capital market is much more than the latter's need

for such organisations in either's attempt to promote its



relevance within the environment. This is, of course, the reverse

of the indication reflected in the industry-alertness state.

The balanced-activity state is that in which the organisation aims
at maintaining a stable structure which ensures an effective
balance between the capital-alertness state and any of the other
states. This is the state in which the organisation not only
recognises its value to itself, but also strives to achieve real
growth in terms of the marginal increase in that value relative to
the marginal increase in the value of the organisation to its
relevant fund-parties (equity-finance parties, bond-finance

parties, and trading-finance parties).

From the framework, presented above, for identifying viability

states, it can be realised that the first three states are

mutually exclusive. Further, the following underlying assertions
can be made and which subsequently form the basis for the
financial theory considerations in this study:

- Every organisation has a value to itself, quite distinct fram
the values attached to it by potential shareholders,
bondholders, and all other fund-parties alike

- Potential shareholders and all other fund-parties have the most
interest in the existence of capital markets. Organisations, on
the other hand, should care about the capital market only to the
extent that it remains the main channel for their fund raising

activities. Consequently, each organisation's value to itself



has to be seen more in the light of its productive capabilities
than of its capability as a channel for 'money-making'

- As long as an organisation maintains certain characteristics
which help the existence of capital markets, 1ts goal does not
necessarily have to conform to the consumption-investment
decisions of its potential shareholders in any specific horizon

- The 'balanced-activity' state is that which every organisation
should strive to attain, and it can be ensured by maintaining an

adaptive structural composition.

Thus fram the above discussion, it can be realised that strategic
financial decision-making problems nowadays are mostly assoclated
with the degree of incampatibility between the way organisations
are compelled (fram outside) to fulfill objectives (conforming to
the standards imposed by their environment) and the way
organisations are directed (from within) to maintain an internal
structural composition and proportion (sustaining their own
integrity as a goal-seeking system). Indeed, it is fair to say
that the perception (by management and analysts alike) of
strategic financial decision-making problems is coloured by

environmental pressures (in the form of the capital market) .

Following this line of argument, the underlying factors can be

seen to be three—fold:

- the bias, in financlal management practice, towards
project viability rather than organisational viability, or the

assumption of eguivalence between both;



- the invalidity of certain financial theory assumptions but which
developers of logico-mathematical models take for granted; and
- the inappropriate accounting for risk and decision-making

inconsistencies in present-day financial planning model
applications.
The manner in which the above mentioned factors are considered in
this research is discussed in the following two sections of this

chapter.

1.3 Considerations for Financial Theory

It is common knowledge that corporate financial policy mainly
camprises the consideration of issues like capital budgeting, the
cost of capital, capital structure, dividend policy, mergers and
acquisitions, and international finance. All these pertain to the
consumption-investment decision - important to all sectors of the
economy, since after all directors of firms who act as agents for
the owners must decide between paying out earnings in the form of
dividends, which may be used for present consumption, and
retaining the earnings to invest in productive opportunities which
are expected to yield future consumption. The significance of
capital markets cannot be overstated in the opportunities they
offer individuals and organisations for the efficient transfer of

funds between borrowers and lenders.

The theory of finance is greatly simplified by the usual

assumption that capital markets are perfect. Furthermore, on the



one hand, 1t propagates the 'unanimity principle' that managers of
organisations need not worry about making decisions which
reconcile differences of opinion among shareholders since, if
investors were asked to vote on their preferred production
decisions, different shareholders of the same organisation would
be unanimous in their preferences. On the other hand however, it
emphasizes that organisations have to issue securities 1n response
to the preferences which they judge individuals to have. That is,
the decisions of firms must be responsive to the implied
individual optimisation situation, perceived to prevail in the

capital market.

The problem of capital market understanding is really dependent on
the organisation's interpretation of the relationship between
concepts of contingent claims markets (Modigliani-Miller
propositions), capital asset pricing models (CAPM) and options
pricing models (OPM). While the works of many financial analysts -
for example, Black, Jensen and Scholes (1972) and Fama (197¢0) -
have left little doubt that under certain conditions the OPM, CAPM
and Modigliani-Miller propositions can be shown to be consistent
with each other, testing for market efficiency still remains an
onerous task. For example, Copeland & Weston (1979) have shown
that if capital markets are inefficient, then the assumptions
underlying the CAPM are invalid. They also emphasize that if the
CAPM is inappropriate (even given that capital markets are
efficient), then the CAPM will still be the wrong tool to use 1n

testing for market efficiency. This is only logical since any such

10



test which uses the CAPM to adjust for risk will in fact be a
joint test of the CAPM itself and market efficiency, inasmuch as

the former assumes the latter for its own validation.

The points above bring into focus certain questions:

- Do theories which assume frictionless markets fit reality well
enough to be useful, or do they simply need same modifications in
order to make them provide greater insights into reality?

- To what extent can the inherent contradictions among theories
actually hinder decision-makers' understanding of the options open
to them in tackling problems that arise in their organisation's
interaction with the capital market?

- Which is more vital for the decision-makers to understand from
the point of view of organisational viability? Is it the capital

market or the organisation itself as an independent entity?

In theoretically justifying and experimentally testing the
proposed answers to these questions, the view 1s taken in this
research that the assumption of perfect capital markets does not
really help decision-makers fram the viewpoint of organisational
viability. For example, for decision-makers to be convinced of the
reliability of any 'feedback' information from the financial
market, market prices should be completely indicative of all
available relevant information in order to denote accurate signals
for capital allocation. Thus, if a firm can reap monopoly profits
in the product market, the firm's security price should fully and

speedily reflect the present value of the anticipated stream of

1



such monopoly profits. This type of situation indicates the
necessity, in this study, of giving much substance to the idea of
markets being efficient rather than perfect. The forms of market
efficiency generally known have been classified - by Fama (1970,
1976) - into weak, semi-strong and strong. In the weak form,
information obtainable from past prices or returns cannot be
relied upon to ensure excess returns. In the semi-strong form, the
usage of publicly available information - such as annual reports,
investment advisory data, etcetera, (over and above the
information in past prices) - cannot be relied upon to ensure
excess returns. With the strong form of market efficiency, no
investor can earn excess returns through the usage of any
information, whether publicly available or not. It is not
difficult to realise that the existence of investment bankers,
private placement offerers and over-the—counter dealers in the
capital market casts a lot of doubt over the validity of assuming
the strong form in most industrialised economies of today.
Consequently, 1n this research, it is considered most realistic to
assume that capital markets nowadays are in most cases only
efficient in the weak and semi-strong forms. Indeed, the very
existence of 'middle men' in capital markets is an evidence of the

validity of this assumption.

Thus, this research considers financial theory only to the extent
that the relevant questions, mentioned above, are answered, based
on the assumption of weak and semi-strong forms of capital market

efficiency. The view 1s taken that analysts can offer considerable

12



benefits to decision-makers by influencing their structuring of
organisational policies. In particular, analysts need to propagate
not only a more practical and realistic cost of capital
evaluation, but also firm—valuation models the implementation of
which strikes the delicate balance between the unanimity principle
(which is easier to implement) and the much more complex capital
market reality. The extent to which such a balance is achieved is
one of the aspects concentrated upon in chapter three when
discussing same models that have gained considerable popularity in

the academic world of financial management theory.

In order to achieve a more stable and consistent collaborative
effort between any organisation's accounting and planning systems,
an examination of desirable strategies for organisational growth
is carried out in this study, which involves some refinement of
existing theories on issues such as horizon valuations and risk

analysis in investments and financing.

1.4 Considerations for Logico-Mathematical Mcdels

The substantial nature of the data requirements (and the
assumptions underlying the usage) of any linear programming-based
financial planning model suggest that 1in practice the estimates of
that data may be so speculative that managers have little
confidence in using such models to enhance the judgemental aspects
of the decision-making process. Even though all the data required

by such models may be relevant, some assumptions about them are

13



bound to be implied by any decision taken. The model-building
process requires these assumptions to be made explicit so that the
consequences of the best estimates possible can be studied
systematically. However, these assumptions fall into two
categories. One category comprises those assumptions about the
nature of the objective function to be optimised and 1its
constraints. These include the usual assumptions of linearity,
continuity and non-negativity which are fundamental to linear
programming; the consequences of which are fully exploited by the
iterative procedure involved. The other category of assumptions
pertains to those which cannot easily and confidently be
explicitly expressed due to the inherent uncertainties and also
due to the conflicting and incommensurate nature of the multiple
desirable objectives in any organisational problematic situation.
The greater the uncertainty, the more there is the need for
flexibility in the decision-making process (in other words, the

more there is the need for increasing the variety of response).

The above discussion suggests that any Operational Research and
Systems Analysis (ORSA) developments, pertaining to decision
models (especially for strategic planning, where the theories
involved have some non-quantitative bases), could easily be
regarded as mere academic exercises if the judgemental aspects of
the decision-making process are not appropriately taken into
account in the model-building. Present management practice - for
example, as studied by Kahndelwal (1981) - gives an indication of

this. In fact, in a survey (Kim and Farragher, 198l1), an important

14



observation was that the use of long-range capital budgets,
sophisticated capital budgeting techniques, risk assessment
techniques, risk adjustment techniques, and management science
techniques was inversely proportional to the overall riskiness of
the firms surveyed. Thus, there is still a particularly large gap
between the precepts of analysts' works, so far, on organisational

strategic planning and today's business practice.

The organisational viability problem is a multi-dimensional one,
since it essentially concerns the maintainability of the
'balanced-activity' state, highlighted in Section 1.2 of this
chapter. The assumptions which a decision-maker makes about his
organisation and how it behaves are bound to have a significant
impact on the way that the organisation functions and the kinds of
problems and opportunities it will have in trying to achieve the

desirable viability state.

Management 1s centred around planning, and the planning process 1s
a highly judgemental one. However, the assumptions which a
decision-maker makes about the relevant parties outside his
organisation may not necessarily be consistent with the logical
requirements for sustaining the organisation's viability in the
long-run. Indeed the decision-makers themselves may not De aware

of such requirements.

Consequently, the consideration of logico-mathematical models 1n

this study will focus upon the inconsistency problems associated

15



with organisational planning. It will also focus upon the
derivation of an appropriate methodology with the distinctive
characteristics of ease of use and versatility of adaptation to

the end-users' individual circumstances.

1.5 Structure of the Thesis

The considerations, discussed in the earlier sections of this
chapter, constitute the basis for structuring this thesis in the

form described below.

Chapter Two is a discussion of the concept of viability planning
by first looking at organisational planning problems (as perceived
by management, accountants and analysts), gathered from the
literature as well as during discussions 1in the Holding Company
used as a case study in a later chapter. Following this is a
discussion of the development of normative decision rules in
evaluation considerations. The viability planning concept is
further elaborated by discussing the underlying processes (in
organisations) which indicate the relevance of a new approach to

the understanding of organisational viability.

In Chapter Three, the development of the capitalisation model is
emphasized as one of the crucial problem—-structuring phases when
the viability planning concept is applied to organisational
strategic financial planning. Also in this chapter, arguments are

presented about the inappropriateness of the cost of capital and

16



the viability planning framework. Areas that might be worth
improving in the computer programming aspect are also suggested.
Thus, the final chapter is not only a general conclusion of the
whole work done in the research, but also a discussion to motivate
further improvement of the interface between the proposed
viability planning methodology and the real world of strategic

financial decision-making in general.
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CHAPTER TWO

THE CONCEPT OF VIABILITY PLANNING

2.1 Introduction

Most management theorists and analysts will agree that Management
is an art based on science. The skill of effective management
rests on combining the elements of the organisation in such a way
that they yield the highest effect - bearing in mind that all
environmental variables constantly gravitate around three basic
elements (ideas, physical resources and people), which
continuously require new adjustments in the management process.
Thus, management involves decision-making and the decisions have
to be made in the face of numerous uncertainties. The conceptual
and implementing process of managers however, differs from that of
management scientists. Managers' effectiveness rests in their
ability to work in, and with, a complex system which they do not
totally control and which they, being only human, will never
comprehend in all its complexity. The effectiveness of management
scientists, on the other hand, can only be appreciated through the
enhancement of qualitative judgement gained by scholars of

management and practising managers.
Consequently, an assertion can be made about the management
process that performance levels essentially depend not only on the

individual experiences and intuition of managers, but also on the

20



gualitative judgement exercised in decision-making. An
organisation's viability depends on the nature of its drift
towards adaptation in accordance with the laws of its own
existence. This drift in turn depends on the conceptual and
structural models of the organisation perceived and encouraged by

its decision-makers.

Viability Planning, as it is introduced in this research, can be
defined as planning for structural stability during the
application of whichever conceptual model the management perceives

as the most survival—ensuring to maintain.

This chapter is therefore concentrated on the issue of structural
stability. In particular, certain aspects of organisational
planning problems will be discussed in order to highlight the
influences (on management) of the accounting system in their
organisation, as well as of the environment in general. The
understanding of such influences should help to identify what the
focus ought to be in evaluation considerations. Of particular
interest will be the capitalisation model and the processes which
underlie the conceptualisation of any organisation as an open
system and which also help to appropriately interpret basic
accounting concepts in conformity with the requisite conditions

for sustaining a high level of synergy in the organisation.

Consequently, this chapter will present the prerequisites for

developing any capitalisation model, the theoretical and practical

21



justifications for a new approach to the evaluation and use of the
cost of capital in organisations. Finally, growth strategies and
valuation considerations will be discussed, since these are of
primary concern in applying the concept of viability planning to

organisational strategic financial decision-making.

2.2 Viability Planning and Organisational planning problems

Viability Planning can be viewed as a way of doing camprehensive
planning, by 'backward integrating' strategic flexibility to match

current tactical plans and develop new ones.

Every organisation has its own set of distinctive behavioural
features. However, a common characteristic of organisations is
that both the system and its constituent sub-systems concurrently
try to adjust themselves to disturbances so as to maintain their
own integrity. To the extent that there is unison of purpose in
doing this, the achievement of saome degree of synergy is assured.
Most organisations are plagued with various planning problems due
to insufficient achievement of synergy and this, due to the
inherent inter-connectedness of the sub-systems of the
organisation, could inevitably make what is planned for and what

consequences are achieved to be entirely unrelated.

An important aspect of Viability Planning is therefore concerned
with implementation. In order to ensure that any model developed

is comprehensible to the users (and is amenable to evolutionary
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improvements suggested by the users during implementation and
subsequent use), the ability to handle virtually any element of
structural disruption (which could be cost, work—-load, information
management, and so on) has to be perhaps the most distinctive
characteristic of the methodology for viability planning in

enhancing organisational decision-making.

The issue of implementation brings into focus certain
organisational planning problems usually encountered. A typical
one is that in most organisations, although everyone may agree
that a particular problem is a significant one, each manager
usually finds himself with no shortage of significant problems,
most of which will necessitate urgent reviews of the individual's
day-to-day efforts, objectives and decisions. That is, no one
person in the organisation may have been charged with the
viability planning problem nor may indeed have actually taken the
kinds of decisions indicated by any model developed for this
purpose. In fact, there is usually a wide-spread belief within
organisations that if some of the day-to-day problems could be
solved, long range problems would be ameliorated and executive
talent would be more readily available for their solution. Such a
belief only indicates that the organisation's transformation
characteristics are unstable - in which case, every environmental
change would impose considerable changes in the transformation
characteristics which in turn would cause more day-to—day problems

to be faced even before those on hand have been solved.
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Another problem usually encountered in the application of planning
models is that most of their users may not really be making
decisions about the aggregate parameters required by the model. A
user may be making decisions at a different level of aggregation
which will result in the phenomena described by those parameters,
but he may not really be dealing with them as decision variables.
For example, an analyst who is keen on capacity planning problems
might tackle a planning problem by developing a model based on
production schedules. Making capacity decisions from such a model-
application could mean that by the time problems are recognised,
it would really be too late for the model to provide an effective
solution. The lead-time involved in shifting products from one
technology or factory to another might be fraom three to twelve
months, while situations necessitating shiftings between
technologies or factories might often occur in intervals less than
the range of possible lead-times. In the end, even a capacity
planning problem would have to be viewed in terms that are

operational to the people who in fact make capacity changes.

The above discussion indicates that in developing a viability
planning model, one needs not only to isolate the proper levels of
aggregation while tackling those problems usually addressed by
classic aggregate planning models, but also to provide at the same
time the necessary opportunities for users to build on whatever

level of problem perception exists in thelr organisation.

24



2.3 The Issue of Management 'Subjugation'

Field studies such as those of Luck et al (1971) and Child
(1975/76) confirmed that there are series of mismatches between
theories of finance and management and the way organisational
strategic decision-making 1s exercised. Perhaps the key reason for
these mismatches is that usually some antipathy exists between
analysts and accountants. If accountants are supposed to provide
necessary information for management decision-making and
operational research and systems analysis (ORSA) practitioners are
supposed to devise methodologies to help management rightly
interpret and use this information, then the major guestion is how
can ORSA practitioners and accountants come to a realistic and
unified understanding of the appropriate measurement system that
gives direction to their contributions in easing the formidable

task of management decision-making?

An interesting issue usually encountered is the confusion over the
measurement of profit. ORSA practitioners usually use the
economists' interpretation which is essentially cash flow.
However, while the analysts will concentrate on cash flow left
over after costs of operations and new investment are deducted
from revenue, accountants do not deduct gross investment