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Preface

With the rising of globalization, technical innovation, mobile Internet and big da-
ta, we have entered the VUCA age (Volatile, Uncertain, Complex and Ambiguous).
Over the past decade, global business environment has seen more changes than the pre-
vious centuries. Businesses are facing unprecedented challenges and opportunities. The
quality decision-making has never been become more important or more difficult. Busi-
nesses have to make in-time responses to various risks so as to protect the value that
they have created. All successful businesses have an efficient management accounting
function. which is to “sourcing, analysis, communication and use of decision—relevant
financial and non-financial information to generate and preserve value for organisati-
ons” (Quoted from the Global Management Accounting Principles . jointly issued by the
Chartered Institute of Management Accountants (CIMA) and the American Institute of
Certified Public Accountants AICPA in Oct. 2014). in order to optimize the decision-
making process. Management accounting is the core of an organization, locating at the
intersection of finance and management. It provides structured solutions for non-struc-
tured problems through simplifying complex issues.

Western countries and China share similar understanding of management account-
ing and China’s application of it can date back into history. More planning and prepa-
ration brings winning; less planning and preparation leads failure; let alone no plan-
ning and preparation at all! Management accounting was widely applied. from the

ancient Chinese imperial court to merchants. Today. China’s economy is booming and
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businesses are proactively transforming their economic development mode so as to par-
ticipate in global competition, which cries for the advancement of management ac-
counting. Since the Third Plenary Session of the 18" Central Committee of CPC in
2014, reform has been comprehensively deepened. The Ministry of Finance issued the
Guidance on Comprehensively Improving the Building of Management Accounting System
and openly recruited a number of management accounting consulting experts. Practical
research of management accounting has become a trend in academia and the business
community has accelerated practices in this field. In addition. talent training has been
significantly prioritized. All of these represent a new century of management account-
ing and formally mark the beginning year of it.

As the world’s largest organization of management accountants, CIMA has a histo-
ry of nearly 100 years and has always been committed to frontier research and talent
cultivation of management accounting. In 2012, CIMA jointly launched the CGMA
designation (Chartered Global Management Accountant) with AICPA. Since then,
they have been working together to elevate the management accountant profession
across the world. As early as 2006, CIMA formally entered China and it has supported
and witnessed the development of China’s management accounting. Over the past few
years, management accounting has been “tacitly” growing in China. This “standalone”
way of exploration has its implicit surprises; however, deficiencies of systemic and in-
tegral research render management accounting struggling of forging ahead. In order to
accelerate the development of management accounting, it is inevitable to introduce and
exchange international experience. It is also the way to establish the management ac-
counting with Chinese characteristics.

CIMA, National Accountant Assessment & Certification Centre of MoF and Shang-
hai National Accounting Institute have jointly held several workshops and meetings.
We have a common goal that is to lay a solid foundation for rapid development of
China’s management accounting and to strengthen communication and practice sharing
between China and other countries. In Autumn 2014, the three parties set up a joint

team of international cooperation and we take the old version of CIMA Management
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Accounting Terminology as the basis to compile and localize the latest terms of manage-
ment accounting in the west. As a result, it is now very easy for researchers, manag-
ers, educators and learners to look through and search for relevant terms and defini-
tions of management accounting. This work lasted for a year; and during which time,
teachers and researchers in the field were organized by the three parties to conduct
compilation, translation, input and expert seminars. Thanks to their endeavor, it was
finally launched in 2015 for the first time. In the compiling process, we found defini-
tions of management accounting and its compiling standards are not unified, and we
cannot accommodate each and every way. We have used the whole set of CIMA’s 2015
management accounting textbooks as our blueprint to add the latest terms. We know
this work is yet to be further improved and we hope to gain your support. Your com-
ment and feedback are highly appreciated.

Now, this Management Accounting Terminology (English-Chinese version) has
been successfully accomplished and we would like to extend our gratitude to those who
have made great contribution to this work. We would also like to give our special
thanks to Jiang Zhanhua, Meng Yan, Pan Fei, Peng Zhengyin, Sun Mao Zhu, Sun
Zheng, Wang Huacheng, Whang Liyan and Wu Hui (in the alphabetical order of their
surnames) for their insights, and thanks North Asia Management Accounting Leaders’
think tank (CGMA100) President Professor Xu Ding Bo and members and to esnai.com

for their professional support.

The editorial committee
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abnormal gain

FFEREY =

Improvement on the accepted or normal
level of loss associated with a production ac-
tivity. It is isolated as a period entry rather
than as an adjustment to product cost.

SEESA K & T ] #25
IEFARRAFHFST . AEIE W s
BAPTE A 18] 23 SR T A X7 i AR B
.

abnormal loss

FEFEBRK

Any loss in excess of the normal loss al-
lowance. It is isolated as a period entry rath-
er than as a component of product cost.

HHIER K Rk, FEIE
AR R AT A 18] S R T AR =
A B R A«

absorbed overhead

B4 #ry B # 2 A

Overhead attached to products or serv-
ices by means of an absorption rate or rates.

under-or over-absorbed overhead: The
difference between overhead incurred and
overhead absorbed, using an estimated rate,
in a given period.

If overhead absorbed is less than that in-
curred there is under-absorption, if overhead
aborbed is more than that incurred there is
over-absorption.

Over-and under-absorptions are treated
as period cost adjustments. See Figure 1.1.

H—RE PR S WER 7 i AR 55
B33 A .

Do P Z S e B B B A 7
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20T PRI/ 3 P 1) 1] 42 9% P 4 R
Wla] A A, S LRI 1.1,
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FIGURE 1. 1

COST ALLOCATION

APPORTIONMENT AND OVERHEAD ABSORPTION

COST
ALLOCATION

COST
APPORTIONMENT

OVERHEAD
ABSORPTION

PRODUCTION COST| SERVICE COST CENTRES
FACTORY CENTRES
TOTAL .
M?Ch“‘@ Assembly Engineerig Factory Quality
Shop Department | Services Stores Admin  Control
$ $ Direct cost § $ $ $ $
Attribution of budgeted payroll cost
rIndirect wages cost and salaries X X X
Direct workers™ time not working on products X X X
Sickness, holiday, NI and pension costs X X X X X X X
Indirect workers’ wages and empioyment costs| X X X
Supervision salaries & employment costs X X
Engineering salaries & employment costs X X
Quality control salaries & employment costs X X
Storekeepers’ salaries & employment costs X X
Other salaries
Total overhead payroll cost X X X X X X X
~Other allocated overhead X X X X X X X
~Apportioned costs, e. g. building service costs X X X X X X X
Total budgeted production overhead X X X X X X X
—Re-apportionment of service cost centre costs X X 45—|
product
cost
per unit
Direct material cost allocated X $/nr11achinﬁ: \Elg %'(r)fl? (Absorption rates) $/unit
Direct wages cost allocated X our hour
Production overhead
—machine shop X -
—assembly X -
—quality control X -
Production cost per unit X

absorption rate

SR

See "overhead absorption rate".

SRR

accounting manual

St FM

Collection of accounting instructions
governing the responsibilities of persons, and
the procedures, forms and records relating to

5 S5 RV 2 A A
RFAE R R ALD R 284
WAL, SR RS
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the preparation and use of accounting data.

TR F A IR T R A &

There can be separate manuals for the con- i+FMt.
stituent parts of the accounting system, such

as a budget manual or cost accounting manu-

al.

accounting period =1 HEf g

Time period covered by the accounting
statements of an entity. There may be

S 4K 2 T 4 3R P IR I 6 B (] SR
. ARE ST R R K2
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different time periods for different account-
ing statements, for example management
accounts may be for four-or five-week peri-
ods to coincide with a thirteen-week financial

accouting period.

accounts, integrated

Set of accounting records that integrates
both financial and cost accounts using a com-
mon input of data for all accounting purpo-
ses.

T ] L ] an 4% BEE K P AT BELL 4
%5 Ji R —A~ 23 A, v 5 2t
JE# R 13 A,
LEMKE
H TR A At H A it
AR BB A T W 55 A ik p
%—gﬂxl+LE§<Lo

accounts, interlocking

EE K A

Set of accounting records where the cost
and financial accounts are distinct, the two
being kept continuously in agreement by the
use of control accounts or reconciled by other
means.

4 A IV 55 T P EL AR A ST
B, 368 A 42 ) T P B HL A O =X kAT
BEPREF REF—B M — At
g%,

activities, hierarchy of

1B E 2R

Classification of activities by level of or-
ganisation, for example unit, batch, product
sustaining and facility sustaining.

{5, 3 48 R 72 A M B 4%
K. RARETT UK P A L R
M bR

activity, batch level

HR R AE b

Activity (such as setting-up machines)
where volume varies directly with the number
of batches of output but is independent of the
number of units in a batch. See "activities,
hierarchy of".

A M 2 i 2 7 4t e B SR ()
PR k00 8= O T AT L AN =h 1 By
FRMREBRAEL, S ELE
.

activity, cost pool

Al B 7 it

Aggregation of all costs related to a

5 %5 52 1 b # SC B B A ORCA



specific activity.

activity, driver

Transaction that causes an activity. For
example, receipt of a sales order sets in train
the order processing activity.

— Ik A AR A IR E . i n i
Bl W EIT RG] K TIT R AL
(]

activity, driver analysis

Bl Zh & 43 17

Identification and evaluation of the ac-

PR IF L 3h L DL R SE BR

tivity drivers used to trace the cost of activi- FRAST S B AT B
ties to cost objects.
activity, facility sustaining "R HEIPIE

Activity undertaken to support the or-
ganisation as a whole, and which cannot be
logically linked to individual units of out-
put.

Accounting is a facility sustaining activi-
ty. See "activities, hierarchy of".

AR HA M HATH . %
JE TR F 5 B = i AR 1L

ST sh R — Fh i A 4R R AR
Ak Z W RS

activity, product sustaining

an 4E R E Al

Activity undertaken to develop or sustain
a product (or service). Product sustaining
costs are linked to the number of products or
services, not to the number of units pro-
duced.

AT S s A —Fh ™ b (B 95 )
MREFT Bk . 7= di e3P AR 5 7 i
sk 5 R A O, 5 R A R T
BoEk.

activity-based budgeting

R TR E %

Method of budgeting based on an activity
framework and utilising cost driver data in
the budget setting and variance feedback
processes.

LA b AE 28 g i il 4 9058 07 5
VT A G i TR A0 2 S 3 BT Bt
(T Al A 2l P K
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activity-based costing (ABC)

1l PR R 3%

Approach to the costing and monitoring of
activities which involves tracing resource
consumption and costing final outputs. Re-
sources are assigned to activities, and activi-
ties to cost objects based on consumption esti-
mates. The latter utilise cost drivers to attach

activity costs to outputs. See Figure 1.2.

— e R U R A B 2 Y
R . R0
FENG TR 73 W 25 25 0L, B8 5 -8
VeV A BR 4 AR KT 2 . S 35 (i FH AR
HEBEAE L A S = hik R E k. 2
HE#EL.2,

PRODUCT
LINES

HFEk

FIGURE 1.2 The FRAMEWORK OF ACTIVITY-BASED COSTING
Stage | Stage 2
Activity cost pools Cost driver rates
Material Cost per material
handling movement
OVERHEAD ProcuTenet Cost per purchase
COSTS il order
Set-up Cost per set-up
E% 1.2 {EM B R BIAEZS
BrEx 1 FrEx 2
ekt it (D% S|k
o BRI S
RREE [ ik
IR A L
e — HRER
]5%: S

activity-based costing, time -driven
(time-driven ABC)

B i) 3K 3h ' Ml A AR i

Approach to ABC based on the time re-
quired for each unit activity. The method a-
voids the use of interviews with operating
managers in order to estimate percentage of
time spent on different areas of work. It is
claimed that " time-driven ABC" based on

AAEAS B AR b B 75 B (6] % 2 i
HIPEAL AR . 1207 12 AT LA S ad i
X E B S BT VTR A A T T[]
TAERT & fy i [a] te i, LB S
Vb B[] Ay B ) BT (1] B 2 48 Al
AL S 5 T IS A R L O H R
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F—% BE2 it

"time per transactional activity" is simpler to
install and update and can highlight unused

capacity.

R ARRER I RE .

activity-based management (ABM)

ElEE

operational ABM: Actions. based on ac-
tivity driver analysis. that increase efficien-
cy. lower costs and/or improve asset utilisati-
on.

strategic ABM: Actions, based on activi-
ty-based cost analysis. that aim to change the
demand for activities so as to improve profit-
ability.

Fa PR A PR A T 1Rk 3 [
T« AR i R B BOAS (50 42
e T F A ARG 30

R Pl 5 T 3 Al A
ST o 5 A 3ok el 7 SR R
BB,

allocate

ST

To assign a whole item of cost, or of
revenue, to a single cost unit, centre, ac-
count or time period. In the US, "allocate"
does not have this precise meaning, it is used
more generally to refer to the whole process
of overhead apportionment, allocation and
absorption. See Figure 1.1.

JERE AT H A A SO ) i 2
B B AR AL A G T P B
2iHE, fERE, R —IHBRA
HERR ) 5E S B AT LAz 45 8] 2 9% 2
e BRI B E. S E
#1.1,

apportion

5

To spread indirect revenues or costs over
two or more cost units, centres, accounts or
time periods. This may also be referred to as
"indirect allocation".

re-apportion: The re-spread of costs ap-
portioned to service departments to produc-
tion departments. See Figure 1.1.

TEPA S LA B 59 A BT Pl
e P Bt 39 =2 [ 73 9 ] 4 AT A B AR
Ao XA N [E B

BT MERAG W 0 M2 IR 55 R 1T RY
A FRR P RN A =80 T] . SRR
i 1 N

apportionment basis

53 B il

Physical or financial unit used to

K A 73 P B WA ob O AR R 43
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apportion costs to cost centres.

JHEAR A 1 S il A 55 LAY

backward integration

EEEE

Backward integration refers to develop-
ment concerned with the inputs into the or-
ganisation, e¢. g. rawmaterials, machinery
and labour.

balanced scorecard approach

Approach to the provision of informa-
tion to the management to assit strategic poli-
cy formulation and achievement. It emphasi-
zes the need to provide the user with a set of
information which addresses all relevant are-
as of performance in an objective and unbi-
ased fashion. The information provided may
include both financial and non-financial ele-
ments, and cover areas such as profitability,
customer satisfaction, internal efficiency and

innovation.

batch

RS A1 0 S SRR LR
AV E IR R SN Y
fiL.

THITH ik

— PN B Z AR MR B LA BY
il 2 S B AR M BOR B Tk R
VE DR IR LA A0 L) B WL TE B A BE A fiE
R RALW & SO A 77 R — %
EFERE. RN EEERE T FS
e S B R W T RBARES F
U

#Ek

Group of similar units which maintains
its identity throughout one or more stages
of production and is treated as a cost unit.

TE— B AL ™ B Bl B A (7]
— P B A L i A — A A
LK VAN

behavioral implications, accounting

LT AR

Ways in which people affect, and are af-
fected by, the creation, existence and use of
accounting information. For example, see
"budgeting, behavioural aspects and conse-
quences".

UNBESESS 2 =N bR0F: Mg e vy
B AEHIARE R, filtn . 2 WL U Y
TTAER".



