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Preface

Introduction

There were two key aims in writing the first edition of Business Accounting and Finance (BAF). One aim
was to provide undergraduates, postgraduates and others with an accounting and finance book in a
practical business context that was clear and easy to understand. In BAF we have maintained a
rigorous approach and full coverage of all the theoretical and technical aspects of accounting and
finance, together with their practical application. At the same time, we have tried to remove the fear
and intimidation that sometimes accompany these subjects, by making them more user-friendly and
a little more fun to study.

The other aim was to provide a comprehensive and flexible teaching and learning resource, with a
wide range of study and assessment material supported by an ‘easy to use’ accessible website. There
are links between each of the chapters, which follow a structure that has been designed to facilitate
effective teaching and learning of accounting and finance in a progressive way. Alternatively, each
chapter may be used on a standalone basis; chapters may also be excluded if they relate to subjects
that are not essential for a specific module. Basic bookkeeping is a topic that may or may not be a
requirement of some modules and so it has been placed in an appendix towards the end of the text.
Therefore, the text is intended to be suitable for modules of either one or two semesters’ duration.

Feedback from lecturers and students, particularly those for whom English may not be their first
language, positively confirmed that these aims were largely met. The second edition of BAF has built
on that success with its user-friendly approach to the principles and techniques of accounting and
finance, its increased linkage with the real business world, and coverage of contemporary issues and
topics of growing importance.

Accounting and finance are of critical importance in the support of all business activities. The
formal study of accounting and finance is exciting because it introduces a toolkit that enables a better
understanding of the performance of businesses, and the decisions and problems they face. These
issues are discussed daily by managers and in the media. The second edition of this textbook provides
you with the toolkit and shows you how to apply it in practice, utilising a comprehensive range of
learning features, illustrative examples and assessment material to support and reinforce your study.

This textbook is aimed primarily at students who are not majoring in accounting or finance, but
who are undertaking an introductory-level module as part of their degree or diploma course in busi-
ness management, economics or any other subject. BAF is a tightly-written, clear and engaging text
which distils the core principles of accounting and finance for those students who may not have the
luxury of devoting all their time to its study.

Second edition

The structure of the first edition of BAF has been maintained but enhanced in the second edition. The
content of the second edition has been expanded and completely updated and now includes six full-
length case studies, 35 new chapter-end exercises, and a completely new chapter with eight chapter-
end exercises, which are provided with Excel spreadsheet model solutions.

Each topic in BAF has been carefully researched to closely follow the typical current requirements
of introductory undergraduate and MBA modules. The text assumes no prior knowledge of the
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subject, starting at square one and taking you step-by-step through the concepts and application of
techniques, with clear explanations and numerous worked examples.

The second edition has been increased to 16 chapters, structured into three parts. Each part of the
book and the component chapters are outlined in the introductory section to each part of the text, and
cover the main areas of accounting and finance:

m Financial accounting is broadly concerned with the recording and analysis of historical finan-
cial data, the presentation of financial information, and compliance with current legislation,
and accounting rules and standards.

m Management accounting uses financial and non-financial information and also provides infor-
mation for the costing of products for the valuation of stocks, the pricing of products and ser-
vices, and the planning, control, and decision-making functions. It is mainly involved in the
support of the management of an organisation in dealing with current problems and in the
evaluation of the future outcomes of various different scenarios and decisions.

m Business finance (or financial management) includes the appraisal of decisions relating to
investments in capital projects, the ways in which a business and the investment in any new
projects may be financed, and the efficient and effective management of the assets of the
organisation.

Each of the three parts of the second edition provides some wider coverage of existing topics and
many new sections that include, for example:

PartI

m the international approach to the development of a common set of accounting rules to be used
by businesses in groups of countries, for example the European Union

m the up-to-date position regarding corporate governance, and the responsibilities of directors,
primarily in the UK

m the reporting of corporate social responsibility (CSR) by companies

Part I1

® a look at how a company may find its break-even point when it produces many different
products

m measurement of the performance of the individual divisions within a business

m lean accounting, which provides the support and motivation for lean thinking — businesses are
becoming leaner as they endeavour to create greater value from even less resources

Part I11

m increased coverage of sources of business funding, including hybrid finance, leasing, and UK
Government and European funding

m a new chapter, which looks at the significant impact of information technology on accounting
and finance.

The additional new chapter about IT and accounting emphasises how the continuing development
of IT has resulted in changes in the role of the accounting and finance function, and a broadening of
the range of other business disciplines in which it is now involved. It explains how IT has impacted
on every area within a business: design; engineering; manufacturing; human resources manage-
ment; purchasing; distribution; sales; marketing; and how these operational areas have increasingly
become totally integrated with the accounting and finance function. The spreadsheet has now

XXI1
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become an indispensable tool in every aspect of business life. Accounting and finance Excel spread-
sheet applications are fully illustrated in worked examples and chapter-end assessment material.

Just as the principles and practice of, for example, genetics or information technology are contin-
ually questioned, refined, and improved, so accounting and finance continue to develop, sometimes
in exciting ways. This is illustrated in BAF by the introduction of topics not typically covered in some
of the more traditional introductory accounting texts, for example corporate governance, and lean
accounting. It also includes a number of contemporary issues and areas of increasing importance
such as kaizen, target costing, quality costing, balanced scorecard, throughput accounting, and
activity based costing.

This text has been written primarily for non-specialist students, and so each chapter aims to help
students understand the broader context and relevance of accounting and finance in the business
environment, and how accounting and financial statements and non-financial information can be
used to improve the quality of management decision-making. Every chapter in the second edition
provides completely new examples and commentary on company activity, including at least one press
extract. Companies featured include: Microsoft; NTL; Easyjet; Samsung; Marks & Spencer; Corus;
Matalan; Shearings; Tyco International; Royal Doulton; Network Rail. In addition, two of the
chapters feature extracts and analysis of the Report and Accounts 2004 of Johnson Matthey plc.

Using this book

To support your study and reinforce the topics covered, we have included an enhanced, and compre-
hensive, range of learning features and assessment material in each chapter, including:

learning objectives
introduction

highlighted key terms
fully-worked examples
Excel spreadsheet worked examples
integrated progress checks
key points summary
questions

discussion points

exercises

Excel spreadsheet exercises.

Within each chapter we have also included numerous diagrams and charts that illustrate and rein-
force important concepts and ideas. The double-page Guided Tour that follows on pages xxv—xxvi
summarises the purpose of these learning features and the chapter-end assessment material. To gain
maximum benefit from this text and to help you succeed in your study and exams, you are encouraged
to familiarise yourself with these elements now, before you start the first chapter.

Accounting is essentially a ‘hands-on’ subject; just reading about it is not enough. Believe us, from
our own experience we know that repeated practice of examples and exercises is the only way to
become proficient in its techniques. You may think that reading through this book or your lecture
notes, highlighting the odd sentence and gliding through the worked examples, progress checks and
chapter-end questions and exercises, will instill the knowledge and expertise required to pass your
exams. This would be a big mistake. Active learning needs to be interactive: if you have not followed
a topic or an example, go back and work through it again; try to think of other examples to which
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particular topics may be applied. The only way to check you have a comprehensive understanding of
things is to attempt all the integrated progress checks and worked examples, and the chapter-end
assessment material, and then to compare with the text and answers provided. Full solutions are
given for each worked example, and solutions to 45% of the chapter-end exercises (those with their
numbers in colour) are provided in Appendix 4. The book’s supporting website (www.mcgraw-
hill.co.uk/textbooks/davies) provides an extensive range of learning and teaching resources (see
below). Additional self-assessment material is available in the student centre of the website.

Case studies

Each of the three main parts of the book includes two case studies that may be tackled either individ-
ually or as a team. The case studies are a little more weighty than the chapter-end exercises; in addi-
tion, they integrate many of the topics included in the chapters in each part of the text to which they
relate, although not exclusively. Each case study therefore gives you an opportunity to apply the
knowledge and techniques gained from each part of the book, and to develop these together with the
analytical skills and judgement required to deal with real-life business problems. Additional cases are
provided on the accompanying website.

We hope that this textbook continues to put the sparkle into your study of accounting and finance
to enhance your interest, and increase your understanding and skills. Above all, relax, learn and
enjoy!

Online learning centre (OLC)
The website accompanying this text

www.mcgraw-hill.co.uk/textbooks/davies

includes an extensive range of chapter-based student and lecturer resources, and comprises three
main sections. See page xxvii for details.

Remember to check the website frequently throughout your studies, as these resources will be regu-
larly updated.

XX1i1
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Guided Tour

chapter.

Learning objectives

Listed at the start of each chapter, these bullet points identify the core
learning outcomes you should have acquired after completing each

Key terms

These are colour highlighted the first time they are
introduced, alerting you to the core concepts and
techniques in each chapter. A full explanation is
contained in the glossary of key terms section at the
end of the book.

Introduction

This section gives you a brief overview of the coverage and purpose of
each chapter, and how it links to the previous chapter.

Worked examples

The numerous worked examples in each chapter provide
an application of the learning points and techniques
included within each topic. By following and working
through the step-by-step solutions, you have an
opportunity to check your knowledge at frequent intervals.

Progress checks

Each topic within each chapter includes one or more of these short
questions that enable you to check and apply your understanding of the
preceding key topics before you progress to the next one in the chapter.

Press extracts

These topical extracts used in every chapter feature

real company examples from the press, including
commentary that highlights the practical application
of accounting and finance in the business environment.



Summary of key points

Following the final section in each chapter there is a
comprehensive summary of the chapter topics. These
allow you to check that you understand all the main
points covered before moving on to the next chapter.

Questions

These are short narrative-type questions that encourage you to review
and check your understanding of all the key topics. There are typically
8 to 11 of these questions at the end of each chapter.

Discussion points

This section typically includes 2 to 4 thought-provoking
ideas and questions that encourage you to critically apply
your understanding and/or further develop some of the
topics introduced in each chapter, either individually or
in team discussion.

Exercises

These comprehensive examination-style questions are graded by their
level of difficulty, as well as by the time typically required to complete
them. Designed to assess your knowledge and application of the
principles and techniques covered in a chapter, there are typically

7 to 9 exercises at the end of each chapter. Full solutions to the
colour-highlighted exercise numbers are provided in Appendix 4

to allow you to self-assess your progress.

Glossary of key terms

At the end of the book a glossary of key terms in alphabetical order
provides full definitions of all main terms that have been introduced
throughout each chapter, as identified by the symbol «=m. The
numbers of the pages on which key term definitions appear are
colour-highlighted in the index.



Online Learning Centre (O

After completing each chapter, log on to the supporting Online Learning Centre website. Take
advantage of the study tools offered to reinforce the material you have read in the text, and to
develop your knowledge of business
accounting and finance in a fun and effec-
tive way.

Resources for students include:
m Additional chapter-based exercises

m Excel spreadsheet solutions to

worked examples

m Additional part-based case studies

m Self-testing multiple-choice

questions organised by chapter
with automatic grading

m Revision notes organised by chapter
m  Glossary of key terms

m The press room

m Useful weblinks

m International and UK accounting standards

Additionally available for lecturers:
m Solutions to all chapter-based exercises
m Excel spreadsheet solutions to chapter-based exercises
m Debriefings to all case studies
m Large multiple-choice questions test bank
m PowerPoint lecture slides
m Textbook figures

m PageOut
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