| FHELERERAT BH
(TP E B 2 8 8

e IENT
‘_ﬁ%ﬁiﬁigﬂn-‘-ﬁuﬁxﬁz

~ Accounting for Managers

William J. Bruns, Jr.

I8 FIMEAZEHRFT




cEE AR

Accounting for Managers
Text and Cases

BE]. NEH F

William J . Bruns, Jr.

LRMBRREFLKE



EBEERE (CIP) 8B
ZBRELHELIT: X/ (%) i (Bruns, W.J.) ¥F .—Ki%: KtMB k%8

ffiAt, 1998.4
(EEIRPE A EBRERAMRE)
ISBN 7 - 81044 - 363 - 1

1.2 0.#% I.&H%¥-%X N.F230
P ERS AR HE CIP BEEF (98) 4B 05369 &
ITHEREENARERICE: BF06-1998-328

William J.Bruns, Jr.: Accounting for Managers: Text and Cases
Copyright © 1994 by South-Western College Publishing, an ITP Company

All Rights Reserved.

ABREXMEMRE TP EER IR A R AR AL M % K2 AL 78 0 B ORRE S AR
HRETT, REHREBEFT, ABUEMTRPR. AHRYRELWEMABL

MR, MELBR,

ARAL K 3 A5 A AR
(KETRABMRILE217E BEAB  116025)
RiMBRKEHFENRT
R EEREAXERAAMM KEFNAEER R
Fak: 787x1092 K 116 F: 1179 FF ¥k 47.25 HHA: 2
19984F 4 AM 1M 1998 4E 4 A 1 KEPR

RURR: FOB HERI: B X

Ef: 75.00 T
ISBN 7 - 81044 - 363 - 1/F+1048

v



H R E NS

LAGERE-ATEHER, HELKRHNELE, BHEMHELE, &
BHFXEXE, CHRAREXFE - AAFHEF, AFHIHAER, —WL
Rk EZP, EXHIS, TEEXFTLEGEA—FRIAGERE, £
MBA (Master of Business Administration, ¥ # 4 “THEFEM L") KFH
AEFHERAREREFTRAREYGRAN, —FUAEGAERH A T2 EH, &
WA EFRER S At —kl BRI RG IR “EHEFE” (Cases
Methods) & ¥ BN TH A FEMFHX, HFUARAGRERELK,

HAEF MBARFRARGLEALHRFLHEFERRL ALK (Gradu-
ate School of Business Administration, Harvard University, &% # #& Harvard
Business School, BF “s&#h# FK”), AN LEZEE S L R HFH T E
B E, SR FRETE—MELHEE, CBATEHHRELT
AR MBAKENHEHE, 2 HHEKMBALLRALRLELEER—
RAEOHEY EFBM, ATRERTERBRSEAOFRELMAEZ
S, BB TFRE—-BHEFIBEF X

H#RAT, ARNTERTHLT “DEHR”, EABELXLEEH
RAGE, QLSO BRET . RBAOBRFERPHFORFERR, A
W, BMNBELEFHH, ETFFAET —HFALSRE2T | ALHhHERES
HEGRE, FANBRET ERTAFB S, BBRALHR, &NKLESE
HEZH R, HERESHHFR MBA e TRERFIHEHEL (¥
f) AR e TR, AHREATEHTALLRA MBA, 222 AR
(ETP) A AR REXALHENE R, ARHABDETEARTEAESFGE
FRERG T RTR—REZ S,

sFARE ARSI BMARMER., BE. B, HRABRLSF AP EE
g AR, Kby RikERFIIE, HA17E0EBMD!

LR AERKE
1998 % 3 A



Preface

ccounting systems, information, and reports have the potential to
provide managers with critical data and information about their organizations
and those of customers and competitors. Unfortunately, however, many man-
agers never learn how to use and exploit that potential. The complexity of
modern accounting systems and standards can be daunting in spite of the ap-
parent simplicity of basic accounting frameworks. Untrained in the complexi-
ties, many managers retreat from accounting, content to let the accountants do
the accounting, and never to admit their uneasiness with accounting informa-
tion and reports.

Accounting for Managers was written with the belief that managers must
learn to work with accounting and accountants, but they do not need to learn
how to be accountants themselves. Managers need to know what accountants
do and what they do not do. They need to know the vocabulary, perspectives,
and bias that underlie accounting processes and reports. Managers need to
know how to ask accountants for data and information they want, and they
need to know how to use accounting as a strateglc tool. But managers do not
need to become accountants themselves.

In 1989, the faculty of the Harvard Business School established a new re-
quired course titled Financial Reporting and Management Accounting. Al-
though the charter and objectives for the course were vague, the mandate was
to create an accounting course that would focus on what accountants do and
why they do it, rather than how they do it. The course was to focus on how
managers could manage better because of what accountants do, and how
managers could use accounting reports, systems, and information as effec-
tively as possible.

Case studies are an ideal way to achieve these objectives because they il-
lustrate and describe what accountants do and provide a basis for discussions
about alternatives and implications of accounting standards, procedures, and
reports. Cases allow the reader to understand that accountants make choices
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that determine what information managers as well as outsiders will see and
the form it will take. If the manager needs other information or wants to pre-
sent another accounting picture, the manager needs to intervene and to pro-
vide direction through questions or requests. By doing so, the manager uses
accounting as a tool to accomplish his or her objectives.

Some of the case studies in Accounting for Managers look deceptively
easy, while others look impossibly difficult. The former are usually more com-
plex than they look because of the nuances that underlie any accounting. The
latter can usually be broken into easy-to-understand parts because of the
power of the basic accounting models that underlie financial reporting, prod-
uct costing, and measurements for control. The majority of cases are based on
information gathered from actual organizations and present real problems
managers had to solve.

Most case studies contain ambiguities and complexities that preclude any
single correct answer. Individual study of cases is best followed by small
group and class discussions. In these exchanges, learning is enhanced. The
role of the instructor or discussion leader is to assure that alternative analyses
and conclusions are carefully considered along with their implications. The
goal for everyone in a case discussion should be to improve his or her ability
to approach, analyze, and reach conclusions about the next newspaper or
magazine story about accounting, or the next case or problem he or she will
encounter.

Accounting is too important to managers, organizations, and societies to
be left to accountants alone. Accounting information is often a basis for deci-
sions. Accounting reports are often the basis on which the effectiveness of
stewardship, decisions, and actions are evaluated. Effective managers are al-
ways aware of the potentials and problems that accountants and accounting
processes can create. Your study of this text and the case situations herein
should help you to become a more effective manager, and better management

helps everyone.
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Introduction

ccounting for Managers is a text for managers who want to make
the most of accounting information in the business environment. It is not a
comprehensive accounting text, and readers are broadly exposed to the way in
which accountants contribute to organizations and some of the things that
every manager should know accountants do.

WHY MANAGERS NEED TO KNOW WHAT ACCOUNTANTS DO

Accountants are the scorekeepers who observe, measure, and report on the
economic aspects of organizations. Using the rules and procedures that have
been developed over many years, they measure the effects of economic activi-
ties. Managers have played important roles in the development of these rules
and procedures, and they will continue to do so as those principles and prac-
tices evolve in the future. Managers who know something about the status
and use of accounting standards will be more effective in telling their story
and in getting the information they really need.

Accounting is also a language system that facilitates efficient communica-
tion about economic aspects of organizations between managers. Standardized
terminology developed and used by accountants facilitates discussion of complex
aspects of economic conditions and the performance of organizations. If man-
agers do not have some idea of the vocabulary and accounting methodology,
communication in the organization becomes more awkward and inefficient. In
turn, the possibility of confusion or mistakes grows larger.

Copyright © 1992 by the President and Fellows of Harvard College. Harvard Business School
case 192-152.
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Accountants maintain records that can become the basis for financial re-
ports. Such reports can summarize the financial status of the organization at
one or more points in time, and they may describe how the financial structure
and strength of the organization has changed over a period of time.

Financial reports are important to managers for two reasons. First, they allow
managers to evaluate how their strategies and decisions are affecting the eco-
nomic status and viability of their organization. By comparing the expected re-
sults to those that have been reported by accountants, managers can judge their
own success and decide whether changes in strategy or decisions are appropriate
for the future. Second, since external parties often have interests in the financial
status and success of organizations, financial statements are commonly used to
report on those interests. Managers need a basic understanding of the way in
which accountants summarize economic activities and prepare financial reports,
so they can assess how their actions will appear to others both inside and outside
of the organization.

The structure of financial reports is part of the language that accounting
brings into an organization. As managers try to anticipate how their decisions
might affect the organization, the framework provided by financial reports is often
a useful way of summarizing the possible effects and consequences of actions.

Accounting records are often the most comprehensive records that any or-
ganization maintains. As a result, those records can often provide information
that is useful to managers in trying to solve problems or in deciding between al-
ternative decisions or courses of action they might take. By knowing what kind of
information is kept in accounting records and by knowing where it would likely
be maintained, managers can much more efficiently request needed information
and understand the proper use of that information for decisions at hand.

AN OVERVIEW OF THE TEXT

Accounting for Managers has five parts:

Part I provides an overview of accounting and financial reporting. The ac-
counting framework and some accounting concepts are introduced so that
managers can immediately begin working with financial statements.

Part I is concerned with how accountants measure and report on assets,
liabilities, and the equities different parties have in an organization. In this
part, classifications and elements of financial statements are examined sepa-
rately to give managers an understanding of some of the difficulties that both
managers and accountants have in measuring and describing the economic
substance of an organization.

Part [l introduces the idea that managers can choose a reporting strategy
in presenting their organization to those who may request and use financial
statements. A combination of accounting policies that underlie a set of finan-
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cial statements can be described as conservative or aggressive. By taking an
active role in the financial reporting process, managers can minimize the risk
that their strategic directions will be misunderstood by outsiders who seek to
understand and appraise an organization based on financial statements alone.

Part IV is concerned with procedures accountants use in estimating prod-
uct costs and provides an introduction to cost management. Accounting for
costs is primarily an activity that takes place for the benefit of managers. Prod-
uct costs are useful for pricing and product line decisions. In addition, meas-
urements of product costs can be compared against expectations in determin-
ing whether or not planned efficiencies have been attained.

Part V continues the emphasis begun in Part IV on useful measurements
for managers. Because of their expertise, accountants are often called upon by
managers to make measurements, to communicate, to motivate, and to pro-
vide a basis of evaluation of parts of an organization and the products or serv-
ices that it provides. The case studies in Part V illustrate how some organiza-
tions have sought to improve their internal measurement and management
systems to benefit from their knowledge that what gets measured matters.

A BRIEF SUMMARY OF TEXT OBJECTIVES

Six objectives have guided the development and selection of the text and case
studies that comprise Accounting for Managers. When you have finished this
text, you should:

o Be familiar with the accounting framework and how it is used in evaluating
economic conditions and success and in decision making in organizations.

» Have a sense for the conceptual basis of accounting as it is carried out in
organizations today.

¢ Be familiar with financial statements, accounting reports, and the vocabu-
lary found within them.

» Have a sense for how managers use a reporting strategy in communicat-
ing with each other and with parties external to their organization.

» Understand the complexity of determining and using information on the
cost of products and services produced by an organization.

»  Understand the power of measurements in coordinating, motivating and evalu-
ating the activities of employees and managers in modern organizations.

Some of the case studies are based on situations where managers are try-
ing to solve one or more complex problems that may not have a solution that
will satisfy the objectives and needs of all the affected parties. In other cases,
complex problems have been greatly simplified using hypothetical situations
and descriptions to allow students to discover why problems in accountmg
often demand extensive examination and discussion.
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