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Now more than ever, managers have to understand how their decisions affect
costs.

Management accounting is an essential tool that enhances a manager’s ability to make
effective economic decisions. Because understanding concepts is more important than
memorizing techniques, /ntroduction to Management Accounting, 14th edition, describes
both theory and common practices so students understand how to produce information
that’s useful in day-to-day decision making. From the first chapter, we encourage students
to think about why companies use various techniques, not to blindly apply the techniques.

Introduction to Management Accounting, 14th edition, deals with all business sec-
tors—nonprofit, retail, wholesale, service, selling, and administrative situations—as well
as manufacturing. The focus is on planning and control decisions, not on product costing
for inventory valuation and income determination.

Our Philosophy
Introduce concepts and principles early, then revisit them at more complex lev-

els as students gain understanding, and provide appropriate real-company
examples at every stage.

As management accounting builds on financial accounting, the concepts in management
accounting build on one another. Students begin their understanding of managerial deci-
sions by asking, “How will my decisions affect the costs and revenues of the organiza-
tion?” Students then progress to more complex questions: “What is the most appropriate
cost-management system for the company?” “What products or services should we
emphasize?” “What do our budget variances mean?”

Our goals are to choose relevant subject matter and to present it clearly and accessibly,
using many examples drawn from actual companies. Companies such as Starbucks,
Boeing, AT&T, McDonald’s, Microsoft, and more set the stage for chapter material and
are revisited throughout to help students understand management accounting concepts in
a real-company context.

New Edition Enhancements and Updates

The addition of two new co-authors, Dave Burgstahler and Jeff Schatzberg, has resulted in
an infusion of new ideas. The most noteworthy changes include:

* New and revised Business First boxes provide insights into operations at well-known
organizations, including Microsoft, General Electric, Southwest Airlines, Harley-
Davidson, Nortel Networks, and Harvard University.

* New and revised chapter-opening vignettes help students understand accounting’s
role in current business practice. We revisit the chapter-opening company throughout
the chapter discussions so that students can see how accounting influences managers
in real companies. Students will recognize many of the companies, such as Starbucks,
Boeing, US Airways, McDonald’s, Nike, and Dell.

xvii
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* A new problem in each chapter based on Nike’s Form 10-K. These problems illustrate
how publicly available information can lead to insights about a company, its costs, and
its management decisions.

* Increased coverage of ethics, including an ethics problem in each chapter’s assign-
ment material.

* Significant reorganization and revision in several chapters, especially Chapters 4, 5,
6, and 12.

* End-of-chapter material to provide fresh, new problems

Chapter-Specific Updates

Chapter 1 contains expanded coverage of ethics, especially the section “Importance of
Ethics”; added mention of the International Accounting Education Standards Board; expanded
coverage of Six Sigma; and updated descriptions of the CMA exam and the new IMA Statement
of Ethical Professional Practice.

Chapter 2 includes a new exhibit that compares traditional and activity-based views
of cost behavior; an expanded and clarified section on variable and fixed costs, including a
new Summary Problem for Review; and revised numbers in the main example through-
out the chapter.

Chapter 3 provides a new US Airways vignette and a clarified section on cost drivers
and cost behavior.

Chapter 4 has undergone a major rewrite to simplify and clarify its content. The sec-
tion on cost objectives has been moved to the beginning of the cost accounting systems
section so that the idea of cost objectives can be used in describing cost accounting sys-
tems. Coverage of the basics of cost allocation has been added to this chapter, and this
chapter now explains the types of inventory in a manufacturing company. The appendix
on multistage ABC systems has been deleted from this chapter and moved to an appendix
in Chapter 12. This chapter now includes an appendix illustrating traditional and ABC
costing systems, an illustration that was previously in the chapter text.

Chapter 5 is now focused on pricing considerations and contains a new Nike example.
The absorption versus contribution margin approach section from Chapter 6 of the 13th edi-
tion has been moved here (where it flows much better), and the section on deletion/addition
of products and the optimal use of limited resources sections have been moved to Chapter 6.

Chapter 6 is now focused on operating decisions, with a greater focus on incremental
analysis in the first section of the chapter. The section on adding/deleting a product line
has been moved here from Chapter 5, as has the section on optimizing with scarce
resources (enhancing the operational focus). This chapter contains a new example based
on Nike and rearranged material in a new section on irrelevant and misspecified costs.
Finally, the section on absorption versus contribution margin approaches has been moved
to Chapter 5.

Chapter 7 has been reorganized so that the conceptual discussion of budget issues
appears in the first half and the extensive discussion of preparing the master budget is in
the second half. This chapter also contains expanded discussion of advantages of effective
budgeting and disadvantages that can arise from dysfunctional incentives, and a new
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Exhibit 7-1 illustrates incentives to cheat when bonus payment function is discontinuous.
Exhibit 7-2 has been revised to better illustrate relationships among components of a
master budget.

In Chapter 8, material comparing and contrasting static and flexible budgets has been
rewritten and reorganized, and the chapter includes new discussion and Exhibit 8-7 to
illustrate the joint price and quantity variance. Terminology for basic variances has been
changed to price and quantity variances to emphasize that the variances follow from the
idea that cost is the product of price times quantity; additional emphasis has been placed
on the fact that variance terminology in practice is inconsistent, so students should think
about the concepts underlying the variances rather than memorizing labels.

Chapter 9’s introductory discussion of designing management control systems has
been reorganized and rewritten.

In Chapter 10, the section on transfer prices has been significantly reduced, reorga-
nized, and simplified, and a simplified example has been carried throughout the discus-
sion. The term residual income has been changed to economic profit, and the term
performance metric is now used instead of performance measure. The example on ROI has
been changed to use Nike, and the answer to the summary problem on transfer pricing
has been rewritten.

The example used throughout Chapter 11 has been significantly modified, with revised
numbers. In addition, the chapter has been modified to simplify and smooth out the flow.

Chapter 12 has seen a major revision, including an expanded section on the general
framework for cost-accounting systems to include allocations for determining customer
profitability. The section on cost allocation in general has been moved to Chapter 4, but
we have expanded the section on allocation of costs to final cost objects to include a new
section with expensive discussion of customers as the final cost objective. Detailed illus-
tration of customer profitability has been added, including a graphic approach to assess
cost to serve customers. A new Summary Problem for Your Review uses the chapter-
opening vignette to illustrate how to measure and manage customer profitability, and the
appendix on multi-stage ABC systems has been moved here from Chapter 4.

Chapter 13 includes clarified discussion of overhead cost allocation.

Chapter 14 has been revised to clarify the discussion throughout the chapter.

Supplements for Instructors and Students

INSTRUCTOR’S RESOURCE CD-ROM  This is a complete, one-step resource for instruc-
tors, including all faculty and student supplements as well as testing software. It is available upon
request from your local Pearson/Prentice Hall representative.

INSTRUCTOR’S RESOURCE MANUAL  Substantially revised, this resource manual
provides insightful and useful tips on how to best manage course content when using
Introduction to Management Accounting, 14th edition, in class. Chapter-by-chapter expla-
nations and pedagogical philosophies are clearly delineated and oriented to greatly aid
the teaching process.

Xix
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SOLUTIONS MANUAL AND SOLUTIONS TRANSPARENCIES Comprehensive solutions
are provided for all end-of-chapter material. This information is also available in acetate
form for in-class presentation. The Solutions Manual includes a listing of problems cover-
ing each learning objective, sample assignment schedules, a linking of 13th edition prob-
lems to those in this edition, comments on choices of problems in each chapter, and key
amounts from suggested solutions to selected problems.

TEST ITEM FILE This is a ready-to-use bank of testing material that contains, for
each chapter, a variety of types of questions, including true/false, multiple-choice, and crit-
ical thinking problems. For ease of use, each question is linked to chapter objectives and
also provides a suggested difficulty level and references to text pages where answers can
be found.

TESTGEN This testing software is designed to aid in creating custom tests in min-
utes. Features include question randomization, a point-and-drag interface, and extensive
customizable settings.

POWERPOINT PRESENTATION Complete PowerPoint presentations are provided for
each chapter. Instructors may download and use each presentation as it is or customize
the slides to create tailor-made slide shows. Each presentation allows instructors to offer
an interactive presentation using colorful graphics, outlines of chapter material, and
graphical explanations of difficult topics. This is available online at http://www.
prenhall.com/horngren and on the Instructor’s Resource CD-ROM.

COURSE WEB SITE, AT HTTP://WWW.PRENHALL.COM/HORNGREN  This complete
online resource offers a variety of Internet-based teaching and learning support. It pro-
vides a wealth of resources for students and faculty, including the following:

* An online study guide
» Excel spreadsheet templates

STUDENT STUDY GUIDE The Student Study Guide contains a wealth of resources
designed to aid students in text comprehension. Each chapter includes chapter overviews,
study tips, self-test questions, demonstration problems and worked-out solutions, and
more.

EXCEL SPREADSHEET TEMPLATES Ready-made templates to accompany selected
end-of-chapter problems can be found at http://www.prenhall.com/horngren.
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