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PREFACE

A Course of Accounting in English, one of the Series of Ac-
counting Retated to Foreign Affairs and International Accounting,
was written for students majoring in accounting and auditing, ‘ac-
countants and financial managers working for companies with close
business ties with foreign countries. Its paramount objective is to e-
quip readers with sufficient English materials on accounting and help
them develop abilities in reading English accounting literature and
dealing efficiently with accounting work in English.

This book consists of twelve units which are further divided in-
to thirty-two lessons. It offers a thorough coverage of topics on fi-
nancial accounting, cost accounting, managerial accounting, audit-
ing, as well as international accounting. They constitute a skeleton
of the basic concepts and fundamental procedures of accounting.

To enable readers, particularly those studying on their own, to
solidify their grasp of the topics covered in the lessons, the book
contains an ample supply of key vocabulary at the end of each lesson
and translated Chinese version of the texts at the end of the book.
Besides, for every unit in this book, a reading material is provided
so as to extend the field of accounting knowledge relating to the text
and enhance the reading ability of readers.

This book is a product of collective efforts by the authors. Les-
son 1 to lesson 11 were prepared by Chen Jianshen; Lesson 12 to
Lesson 21 by Ge Fengwen and Huang Shizhong; Lesson 22 to Les-
son 32 by Huang Shizhong. The whole book was carefully examined
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and revised by Professor Chang Xun, whose pioneer book entitled
“English Textbook for Accountants " gave considerable insights in
our writing.

Criticism and suggestions for any errors taht may remain in this
book will be greatly appreciated.

Authors,
May 1991.
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UNIT 1. ACCOUNTING:
A GENERAL INTRODUCTION

Lesson 1 Aecounting

Accounting is often characterized as “ the language of busi-
ness”. The acceleration of change in our society has contributed to
increasing complexities in this “ language ”, which is used in record-
ing and interpreting basic economic data for individuals, enterprises,
governments, and other entities.

Accounting is defined broadly as the process of recording, classi-
fying, and summarizing data related to business transactions and
events to permit informed judgement and decisions by users of the
information. Such data are to a large extent of a financial nature and
are frequently stated in monetary terms . Accounting is also con-
cerned with reporting and interpreting the information.

Accounting provides the techniques for accurmnulating and the
language for communicating economic data to various individuals and
institutions. Investors in a business enterprise need the information
about its financial status and its future prospective. Bankers and
suppliers appraise the financial soundness of a business organization
and assess the risk involved before making loans and granting cred-
its. Government agencies are concerned with the financial activities

of business organizations for purpose of taxation and regulation. Em-
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ployees and their union representatives are also vitally interested in
the stability and profitability of the orgamzatlons that employ them.

Accounting information is also needed and used by financial ana-

lysts, trade associations, stock exchanges, and educational institu-
tions. Information required by all these groups and individuals will
vary according to their needs , but usually they are interested in the
financial position and the operating results of a business. The gath-
ering and presentation of this information for external financial re-
porting is known as financial accounting.

However, the individuals most dependent upon and most in-
volved with end-products of accounting are those who are charged
with the responsibility for directing the operations of enterprises .
They are often referred to as “ management ”, who need various
types of accounting information in the conduct of day-to-day opera-
tions of the business and in evaluating current operations and in
planning the future operations. The use of accounting information
through analysis and in combination with information from other ar-
eas for business decisions and internal management purposes is re-
ferred to as managerial accounting or management accounting.

Accountants employed by a particular business firm, perhaps as
a chief accountant, controller, or financial vice president, are said to
be engaged in private accounting. The scope of activities and respon-
sibilities of private accountants varies widely. They are frequently
referred to as administrative or management accountants, or, if they
are employed by a manufacturing concern, as industrial accountants.

Acoountants who render accounting services on a fee basis, and
staff acoountants employed by them, are said to be engaged in public
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acoounting. In public accounting, an accountant may practice as an
individual or as a member of a public accounting firm. Because of the
complexity of today’ s business structure and increasing regulations
by governmental agencies, members of public accounting firms tend
to specialize in one of the three general services: auditing, taxation,
and management advisory services. And public accountants who
have met a state’s education, experience, and examination require-
ments may become certified public accountants, which is commonly
abbreviated as CPAs.

Many accountants work in government offices or for non-profit
organizations. These two areas are often joined together under the
term governmental accounting and non-profit accounting. In the U-
nited States, all branches of government, as well as government-
owned corporations, employ accountants, and all these accountants,
like those in private industry, work on a salary basis rather than
paid a fee.

As in many other areas of human activity during the twentieth
century, a number of specialized fields in accounting, apart from fi-
nancial accounting and managerial accounting, have evolved as a re-
sult of rapid technological advances and accelerated economic
growth. These specialized accounting areas include cost accounting,
taxation accounting, budgetary accounting, auditing, social ac-
counting , and international accounting. We will examine some of
these areas in detail later in this textbook.



