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“If by education we mean the cramming of a pupil’s mind with facts or rules, with-
out any real conception of their meaning or the relations in which they stand to
each other, it is perfectly safe to say that it is a waste of time. This kind of education
fits a man for a certain groove, in which he moves in a routine way, a mere piece of
mechanical machinery, incapable of independent thought or action. If confronted
with a new condition, to which his rules do not apply, he is helpless, and is liable to
make mistakes that are disastrous, because his action is based on insufficient knowl-
edge of the foundation principles.” (Journal of Accountancy, 1917)

While 1917 may seem a little dated, more recently the Institute of Management
Accountants has stressed that accounting programs should redirect their focus away
from curricula that emphasize in-depth, technical, and procedural subject matter
to a more general approach that emphasizes concepts and problem-solving skills.
Similar sentiments are echoed in the American Institute of Certified Public Accoun-
tants’ CPA Vision Project and in the monograph Accounting Education: Charting a
Course through a Perilous Future.

These views provide the underlying motivation of this textbook. We believe that
it is critical to educate students in the principles and concepts of managerial ac-
counting in a way that teaches and improves their problem-solving skills. While we
believe that students should be exposed to traditional concepts and tools in learning
to make good decisions, we also feel strongly that modern accounting education de-
mands that students be able to apply critical-thinking skills in unstructured settings.
In addition, we believe that students can benefit from learning to apply their knowl-
edge and skills with an appreciation for the impact of their decisions on the various
stakeholders. Accordingly, we have placed a chapter on governance and ethics at the
beginning of this edition in the hopes that doing so will lead students to consider a
broader range of factors in their decision-making process.

Managerial Accounting: A Focus on Ethical Decision Making, fourth edition,
provides students with the understanding of fundamental accounting concepts and
tools while emphasizing analysis and interpretation of information rather than its
preparation. This approach enables us to teach students to think not only about
“how” the accounting takes place, but also “why” that accounting takes place and
how the resulting information improves the decision making process. Our approach
does not rely on the extensive use of journal entries or other accounting procedures,
because our primary focus is on the use of accounting information by managers
in organizations. We provide numerous business examples throughout the text to
demonstrate how actual companies apply managerial accounting in strategic ways
to improve their business. And, as mentioned above, we have added more of an em-
phasis on ethics and corporate governance due to the growing importance of these
topics in today’s business environment.

We present an approach that we eagerly invite you to explore—an approach
that allows students to develop an appreciation for business decision making and
prepare for success in their careers. The text is written in a manner that uses real-
world companies in order to appeal to a wide audience, including students who are
studying accounting, management, marketing, finance, human resources, general
business, and even students who are not pursuing business degrees. The text is writ-
ten for all who will use accounting information to make decisions.




Preface

New to This Edition

«  We have included an increased emphasis on the importance of strong gover-
nance and sound ethical business practices. Chapter 2 includes new and ex-
panded coverage of corporate governance and ethics and allows faculty to more
easily integrate a discussion of ethical issues throughout the book.

«  We have added new “Bridging the GAAP” features that point out the financial
impact of managerial decisions and help students better understand the rela-
tionship between managerial accounting and financial accounting. In addition,
many of the “Doing Business” boxes in the third edition were integrated into
the text to provide relevant real-world examples of the related topics without
interrupting the flow of the text.

BRIDGING THE GAAP
Time is Money

Carolina Cabinet Company custom makes commer- elimination of unnecessary equipment, and a reduction
cial display cabinets. Implementing lean manufactur-  in processing time from 2 days to 4.5 hours. As a result,
ing in the company’s machining department resulted  the company increased production from 10 units to
in streamlining the manufacturing process and a sub- 25 units each week (Rick Gregory, “Lean Produces

sequent 20 percent reduction in manufacturing space Large Gains at Carolina Cabinet Company,” IES News,
requirements, a 25 percent reduction in labor, the  available online at http://www.ies.ncsu.edu).

o Other major additions include a discussion of enterprise risk management in
Chapter 1, lean production in Chapter 3, and service department cost alloca-
tion in Chapter 6. In order to facilitate the discussion of cost behavior and cost
drivers, we have moved the discussion of cost behavior before the related “cost-
ing” topics in Chapters 5 and 6. See the list below for more specific chapter
changes.

Chapter 1 Accounting Information and Managerial Decisions

New to the fourth edition is a discussion of Enterprise Risk Management with a
discussion of the impact of strong ethical environments and internal control systems
on identifying and managing risks.

Chapter 2 Corporate Governance and Ethics

The importance of strong corporate governance and sound ethical business practice
to managerial decision making has become more evident in recent years. To better
emphasize these topics, we have moved the related discussion from Chapter 14 (in
the third edition) to Chapter 2 in this edition. This chapter includes new and ex-
panded coverage of governance and ethics including the introduction of stakeholder
analysis. In addition, each chapter includes a feature called “The Ethics of Business”
that describes a business situation in which management has made a questionable
decision. Each of these short features includes “It’s Your Choice,” questions de-
signed to encourage students to think about alternative decisions.
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Chapter 3 Product Costing: Manufacturing,
Processes, Cost Terminology and Cost Flows

New to the fourth edition is a discussion of lean production as well as increased em-
phasis on service providers. The application of lean principles in the healthcare in-
dustry is discussed and a balance sheet and income statement for a service provider
are illustrated. In addition, “The Ethics of Business,” “Doing Business” and “Bridg-
ing the GAAP” features have all been revised. Both the Ethics and Doing Business
features offer examples from service companies.

Chapter 4 Cost Behavior and Relevant Costs

The chapter on cost behavior and relevant costs has been moved before the related
discussion of job costing, process costing, and operations costing in Chapter § and
activity based costing in Chapter 6. This facilitates the discussion of cost drivers in
both chapters. “The Ethics of Business” feature has been updated as well.

Chapter 5 Job Costing, Process Costing
and Operations Costing
In the fourth edition, we updated the “Doing Business” feature and revised several

end of chapter questions to clarify the timing of transactions. The discussion of
backflush costing was moved to the appendix in Chapter 6.

Chapter 6 Activity Based Costing

The TopSail Construction ABC example has been substantially revised. We also
added an appendix called “Other Costing Topics” with a new section on service de-
partment cost allocation and backflush costing. New “Ethics of Business” and “Do-
ing Business” features were added featuring Enron and Blue Cross and Blue Shield.

Chapter 7 Cost-Volume-Profit Analysis and Variable Costing

A new “Bridging the GAAP” box featuring a merchandising company was added
and the “Doing Business” feature was updated. In addition, several new end of
chapter questions were added.

Chapter 8 Relevant Costs and Product Planning Decisions

The chapter title has been renamed to more accurately describe its content. Fea-
tures have been updated and end of chapter questions have been revised or
supplemented.

Chapter 9 Long-Term (Capital Investment) Decisions

A number of new end of chapter questions have been added to provide students
practice in understanding after-tax NPV. Various features were updated and new
features about current business trends were added.

Chapter 10 The Use of Budgets in Planning and Decision Making

In the fourth edition, new sections on participation in the budget development pro-
cess and the behavioral implications of budgeting and related end of chapter ques-
tions have been added to the chapter.

Chapter 11 Variance Analysis—A Tool for Cost Control
and Performance Evaluation
In the fourth edition we added a new “Doing Business” feature dealing with lean

production and standard costing. In addition we updated and added several end of
chapter questions and exercises.
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Chapter 12 Decentralization and Performance Evaluation

Several new end of chapter questions on compensation issues were added. In ad-
dition, a new ethics feature describing the recent scandals related to backdating of
stock options was added.

Chapter 13 Performance Evaluation
Using the Balanced Scorecard

The chapter has been updated to reflect recent events and a new “Bridging The
GAAP” feature has been added.

Chapter 14 The Strategic Use of Managerial
Accounting Information

Features have been updated along with the real-life examples used throughout the
chapter.

Chapter 15 Financial Statement Analysis

Features have been updated and the discussion of the P/E ratio has been expanded.

Chapter 16 The Statement of Cash Flows

Hasbro’s statement of cash flows has been updated.

Supplements for Instructors

o Instructor’s Resource CD-ROM (ISBN: 032465071X) Find everything you need
to plan, teach, grade, and assess student understanding and progress in one re-
source. This CD includes all of the necessary instructor materials, including the
following items:
¢ Solutions Manual
¢ Instructor’s Manual
¢ Test Bank with Exam View
¢ PowerPoint presentations

¢ Product Support Web Site (www.thomsonedu.com/accounting/jackson) A va-
riety of instructor resources are available through South-Western’s password-
protected Web site. Downloadable instructor supplement files are available for
the Solutions Manual, Instructor’s Manual, and PowerPoint presentations, each
organized by chapter.

*  Experience Accounting Video Series (www.thomsonedu.com/accounting/eav) A
great resource for instructors to incorporate into their course, these videos are
available by internet access only. These can be bundled for free with a new text
or purchased online.

Supplements for Students

*  Product Support Web Site (www.thomsonedu.com/accounting/jackson) A wealth
of resources for students, including tutorial web quizzes by chapter.

s  Experience Accounting Video Series (www.thomsonedu.com/accounting/eav)
These videos highlight progressive companies, focusing on how they incorpo-
rate managerial accounting to enhance business performance. Students can ac-
cess the videos online or purchase an access code bundled with a new text.
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