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PREFACE

To research Chinese accounting, a thorough knowledge of
the practices of accounting in Chinese enterprises is necessary.
But till now, we still don’t have an overall illustrative material,
which, to some extent, hinders pertinent researches of Chinese
accounting. And it is also an important reason for the delay of
positive production in the research of a China — characterized ac-
counting system. In America, the Managerial Accounting Practice
Committee (MAPC) publishes a report on the practices of mana-
gerial accounting every several years., These reports give an objec-
tive and overall reflection of the development in managerial ac-
counting practice, and provide a series of authoritative materials
for the researchers in this field. But in China, this work hasn’t
been attached enough importance to by the related authoritative
organizations. In August, 1999, the Department of Accountancy
of Nanjing University set up a task team, making some initial ef-
forts in attempt to solve this problem. The work began with a sur-
vey, and case study will be made based on the conclusions from
the survey. The task team has decided to accumulate a series of
information on the practices of Chinese managerial accounting
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through several years of efforts, providing realistic and reliable materials for
later researchers in the field of Chinese accounting. We hope our efforts can
form a kind of nongovernmental impetus and catch more attention from our col-
leagues, so that we can solve this problem together. We also hope our work can
draw the attention from the related authoritative organizations, so that they will
organize this meaningful work for the development of Chinese accounting theo-
ries and practices.

We have begun this project without any financial aid, however, fortunate-
ly, our work has received the support from the Chinese Chief Accountant Asso-
ciation and the Chinese Accounting Institute from the very beginning, not mor-
ally, but also practically. Without their support, it may be very hard for our
work to begin. We hope our colleagues can give full understanding to our in-
tention to develop the course of theoretical researches in Chinese accounting,
give frank criticism on the defects we have in the process of research, give
amiable comment on our endeavor, and give us help as much as possible for
our further researches. We also hope our colleagues, home and abroad, will
have collaboration with us in the further researches in this field.

For the convenience of the readers to understand our plan of the initial
survey research, we have such explanations as follows:

As for the initial survey, we have designed two sets of questionnaires ac-
cording to the important aspects in the practices of Chinese managerial account-
ing. One set is for the management ( Questionnaire One), including managers
and executives of accounting in enterprises, focusing on their opinion on ac-
counting. The other set is designed for the accountants ( Questionnaire Two),
focusing on the details of practices of managerial accounting in Chinese enter-
prises.

The survey began in October, 1999, and ended in April, 2000, lasting
for half a year. 234 shares of Questionnaire One and Questionnaire Two were
sent out. 77 answer sheets were received. The ratio of return is 32.9%.

The questionnaires were sent to the listed companies (Appendix 2), given
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by the Chinese Chief Accountant Association. All the answer sheets were sent
back by the companies voluntarily, which ensured the high reliability of the an-
SWETS .

We have taken the similar questionnaires home and abroad for reference,
and assimilate the previous experiences in those surveys. Focusing on the pur-
pose of our survey, according to the current situation and the trend of the re-
form as well as the development in Chinese managerial accounting, the task
team has designed the two sets of questionnaires after sound consideration, dis-
cussion and revision.

For the management are always very busy, we can’t make a very detailed
and specialized survey. Taking this into consideration, we have designed Ques-
tionnaire One according to the following principles.

1. The questions are clear and simple. All the questions are designed to
be clear, reflecting the reality and quiet well known by the management. There
are only 10 questions conceming the reality and function of accounting in enter-
prises, so that the time consumed in answering the questions is reduced.

2. The questions are easy to answer. All these 10 questions are multiple
— choice questions. All the options are designed carefully by the task team,
involving all the main aspects in accounting field. Each option is exclusive for
the question while all the options form an integrated body.

3. The most important problems are highlighted. Although the volume of
Questionnaire One is not very large, the 10 questions contained are focused on
the following three important aspects: the management’s understanding of the
accounting itself; their comment on the present situation and functions of ac-
counting; and their hope of the accounting in the future. These are all ques-
tions receiving much attention from both the theoretical and practical sides of
acoounting. For example, for whom the accountants should be responsible,
what is the primary reason for the distortion of accounting information, whether
accounting information is useful in decision — making and management, wheth-
er reliability or relevance should be the most important objective of accounting
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information. They are all questions arousing heated discussions in the theoreti-
cal circle in recent years, and this survey is just meant to reveal what opinions
the top management hold towards these questions.

Questionnaire Two is designed for the practitioners of accounting and to
reveal exactly and thoroughly the actuality of managerial accounting practice in
Chinese enterprises. So this questionnaire is designed according to the princi-
ples as follows.

1. The questions are easy to answer. All these questions are multiple —
choice questions. All the options are carefully designed by the task team, so
that for every question, each option is exclusive while all the options form an
integrated body.

2. The content is very comprehensive. This questionnaire contains more
than 100 questions relating to cost management, cost behavior, forecast analys-
is, operation decision, investment analysis, budget, responsibility accounting,
internal control, etc. These questions almost cover all the aspects of the ac-
counting practice in enterprises.

3. The questions are most specialized. Since this questionnaire is de-
signed for the practitioners of accounting in enterprises, thus compared with
Questionnaire One, it is more specialized and detailed.

Based on the survey results, we have composed this research report. The
report is made up of two sections, general reports and subsidiary reports. The
general reports are written from two perspectives: the management and the ac-
countants, The management part is written according to the research results
from Questionnaire One. It makes a comprehensive reflection on the
management’s understanding of the accounting itself, their comment on the pr-
esent functions of accounting, and their hope of the accounting in the future.
As to the accountant part, it is written based on the findings of Questionnaire
Two. It makes a comprehensive reflection on the accountants’ opinion about the
present practices, effects and other related problems of accounting. The sub-
sidiary reports consist of 11 subsections, which are cost management, cost be-
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havior, forecast, operation decision, investment, budget management, respon-
sibility accounting, intermnal control and expenditure control.

We make our analysis in the following steps. First of all, we made a gen-
eral explanation and comparison based on the findings to get a primary impres-
sion of the question under consideration. Then we classified the enterprises into
groups according to the trade, region and scale they belong to, to make com-
parison from these aspects. So that, we can reveal whether enterprises belong
to different trade, region and scale have any and/or to what extent have differ-
ences in the practice of managerial accounting. And we tried to reveal the in-
temal reasons for these differences, if any. Although these analyses are based
on our subjective judgments, we have tried our best to make them consistent
with the actuality in China. While even so, whether these analyses and conclu-
sions are right or not is remained for further verification.

In the past several years, some institutes and people engaged in the theo-
retical and practical researches of accounting have put forward similar survey
researches. To some extent, our research is the continuation and development
of these previous researches. But we have the following advantages and contri-
butions.

1. The survey is made by a high - leveled organization. This survey re-
search received great support from the Chinese Accounting Institute and the
Chinese Chief Accountants Association. The latter issued a notice to its mem-
bers, requiring cooperation from them. And the association has given us the list
of its members, according to which we have sent out the questionnaires.

2. Both the management and the accountants are surveyed, while in the
previous surveys, the objects were relatively onefold, either the accountants or
teachers of accounting in institutes. Few researches have been made from both
management and accountants. Thus we can’t know whether there is any differ-
ence in the opinion of management and the accountants about the practices of
accounting. Our research makes an initial attempt in this aspect. We have de-
signed questionnaires for management and for accountants respectively.
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3. The range of investigation is broadened. This investigation has covered
different trades including textile industry, chemical industry, machinery indus-
try, construction industry, agricultural cultivation, petroleum industry, trading
and so on. And it the enterprises surveyed are located in the east of China (for
example Jiangsu province and Shanghai, etc.), mid — west of China (for ex-
ample Guizhou and Hunan province, etc.) and the old industrial bases (for
example Liaoning and Shanxi province, etc.) .

4. The content is more comprehensive. Most of the previous researches
are specialized, so their subjects were comparatively centralized and onefold.
Thus they can’t reflect the overall situation of managerial accounting in China.
In comparison with those previous surveys, our research has more comprehens-
ive content, which almost covers all the aspects of managerial accounting. We
hope our research can provide a first hand, reliable, comprehensive material
. for further analysis of accounting in China.

5. We have taken the effect of managerial accounting methods as one of
the focuses of our research. The previous researches were most concerned about
the application of managerial accounting methods, but have neglected the effect
of their application. In our survey, some questions are designed particularly to
reveal the effect of the managerial accounting methods to make up for the previ-
ous surveys.

6. We have applied both general description and analysis from different
aspects. The previous researches are almost general description and analysis.
Few have elaborate on the different aspects of the problems. Our research not
only has an overall description of the problems surveyed, but also makes com-
parison from the aspects of trade, region and scale, in attempt to understand
the reality of the managerial accounting practice in China both in general and
from different aspects. All these side analyses form a kind of supplement and
support for each other. Thus we reach relatively thorough and representative
findings. Not having been applied before, this kind of analyses can make a
remedy for the previous researches. And it is an initial attempt to make re-
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searches on the actuality of and the reasons for the differences in the accounting
practices in China. We hope this kind of analysis can bring some new informa-
tion and put forward some inspiration for other researchers in accounting theory
and the practitioners.

Also Some defects also exist in our survey research, which are displayed
as blew.

1. The retum ratio of answer sheets is not high. There are two possible
reasons as follows. Firstly, the practitioners are not interested in our theoretical
research. On one hand, they may be engaged in daily routines, and thus ig-
nore the study and acquisition of the products in theoretical research. And they
show less interest in leaming the related theory than in accounting standards
and regulation systems. The extreme conclusion of this probability is that in
China, the right social atmosphere and necessary conditions geared to this kind
of theoretical research have not been established yet. On the other hand, such
actuality may reflect that the previous researches are too pedantic, and theoreti-
cal research achievements are of no importance or value to the practical work.
All these deprived the practitioners of their interests in whatever researches
made. Secondly, some defects of the questionnaire itself caused the low ratio.
With the consideration of cost — revenue and the desire to get a comprehensive
knowledge, the questionnaire has been devised to cover almost every respect in
accounting practice in enterprises. Such an immense and overall questionnaire
may bring great difficulty for the fillers to fill. In addition, to some extent, the
low return ratio, especially of the management questionnaire reflects that ac-
counting practice has not been paid enough attention to by the management in
Chinese enterprises.

2. We can’t confirm whether the survey findings are representative. One
of the causes is that we cannot guarantee all the people surveyed have given
their answers adhering to the principles of random survey. In despite of this,
the survey can at least provide some fundamental materials for further research-
es in this field. Another reason lies in that we can’t make sure whether the
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managers’ and accountants’ subjective judgments reflect the real status of the
accounting practices in Chinese enterprises, which is an unconquerable flaw in
any questionnaire survey. In order to improve the quality of the questionnaire,
in the process of design, we have made much effort to make the questions ex-
plicit, easy to answer and reduce as much as possible the subjective judgments
required in filling out the questionnaire. However, the attitude of the fillers to-
wards their answers may directly influence the survey quality, which is out of
our effective control. Therefore, we are unable to make sure that the survey re-
sults represent the reality of the accounting practice in Chinese enterprises.
Only by comprehensive case studies on the accounting practice can this flaw be
remedied. The combination of questionnaire surveys and case studies can en-
sure a comprehensive and accurate knowledge of the actuality of accounting
practice in China.

The successful completion of the survey is the result of the cooperation,
confidence and endurance of many people. We greatly appreciate the contribut-
ions of the associations and individuals listed below. It is impossible to overes-
timate the importance of their efforts in helping us, their insights into the sur-
vey research-and their encouragement through critique.

Heartfelt thanks, therefore to:

Chinese Chief Accountants Association, Xi’an Chief Accountants Associa-
tion, Suzhou Chief Accountants Association, Guizhou Chief Accountants Asso-
ciation, Sub - association of Chinese Commerce Accounting Association,
Shanghai Chief Accountants Association, Hunan Chief Accountants Associa-
tion, Chief Accountants Association of Chinese Textile Industry, Jiangsu Chief
Accountants Association, Shenyang Chief Accountants Association.

President Dehui Zhu, and Secretary — general Shusen Zhou, Chinese
Chief Accountants Association , who have provided their great support for the
survey research.

Professor Shuping Feng, Assistant Minister and Director of Accounting
Department in the Ministry of Finance, who gives us great encouragement.




