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This cost accounting textbook has been written to allow instructors flexibility in
the chapter material presented. The first 11 chapters discuss cost accounting
principles and concepts concerned with the collection of costs, which is an
influencing factor in such managerial decisions as determining sales price. The
last part of the book emphasizes the application of cost principles and
quantitative tools to decision making.

Chapter 1 introduces the students to determining the need for and use of
cost information. Chapter 2 discusses the basic cost concepts. An appendix
illustrates factory ledger and home office ledger accounts. If students have not
had a good foundation in inventory costing, Chapter 3 contains an appendix
demonstrating these concepts; quantitative models for materials planning and
control are contained in the Chapter 3 text. Labor accounting and learning
curve theory is presented in Chapter 4. The third element of production cost,
overhead, is presented in Chapters 5 and 6, with emphasis on understanding
the behavior of overhead costs through regression analysis and other methods.
If an instructor prefers, Chapters 15 and 16 can be presented before Chapters 5
and 6. Process costing is introduced in Chapter 7 in a unique way. Students are
encouraged to think of a snowball gathering snow (cost) as it travels from one
department to another. This analogy communicates the essence of the proce-
dure of accumulating costs in a process system.

Standard costs for overhead analysis is uniquely presented so a closer
relationship can be understood between the various methods of analysis.
Standards provide a good introduction into Chapters 12 and 13 concerned with
the budgeting process. Capital budgeting is present in Chapter 14 along with
the other chapters devoted to planning and controlling cost.
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Quantitative models including PERT analysis, decision tree analysis and
linear programming are presented in Chapter 18 and 19. The last part of the
text is devoted to performance evaluation and pricing analysis with separate
chapters for behavioral factors in accounting control and marketing cost
analysis. The use of costs in pricing decisions is presented in Chapter 22
followed by chapters discussing segment analysis and transfer pricing.

An appendix annotates the Cost Accounting Standards Board pronounce-
ments; details of the standards are integrated into the relevant chapters.

To aid the student, each chapter begins with an outline of the chapter and a
set of measurable objectives which focus attention on important areas of
coverage. Each chapter also contains a listing of the important terms and
concepts which can be helpful to students for review.

End-of-chapter material totals 422 discussion questions, 178 exercises, 217
problems, and 47 cases. Most of it is new or revised and has been thoroughly
tested.

The supplementary materials accompanying the text include a detailed
instructor’s manual, which offers teaching suggestions and the solutions to all
questions, exercises, problems, and cases. A Student Study Guide and
Workbook for the student’s assistance in obtaining an understanding of the
material has been written by the author. The Study Guide is keyed to a chapter
of the text and provides a detailed outline of each chapter, matching questions
containing important new terms and concepts, true-false questions, completion
questions, and exercises. Answers to all the questions are included in the Study
Guide, providing verification of responses, as well as explanation as to why the
statement is true or false. A list of key figures for each exercise and problem is
available for students. Instructors may also obtain a booklet of supplementary
test material including multiple-choice questions and short-answer problems,
along with more comprehensive problems.

My first and most important acknowledgment goes to my husband, Mike,
and children, Douglass and Beverly, who have supported my commitment to
writing this book. and its accompanying materials. I also acknowledge the
helpful comments and support of the following: Charles Bailey, Florida State
University; Arthur J. Brissette, Sacred Heart University; Samuel Chesler,
University of Lowell; Cindy Heagy, Memphis State University; Richard S.
Roberts, The University of Akron; Lamon P. Steedle, Lehigh University; Mary
F. Strecker, Kansas State University; and James T. Thompson, Memphis State
University.

In addition, many students have worked the problems to insure that they are
as error-free as possible, and they have contributed ideas for more effectively
presenting the concepts.

Appreciation also goes to the American Institute of Certified Public Account-
ants, the Institute of Management Accounting of the National Association of
Accountants, and the Institute of Internal Auditors, Inc., for their permission to
use problem materials from their past examinations. Problems from the
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Uniform CPA Examination are designated (AICPA), problems from the Certifi-
cate in Management Accounting examinations are designated (CMA), and
problems from the Certified Internal Auditing Examination are designated

(CIA).
Suggestions and comments regarding the textbook and related materials are

welcome.

Letricia Gayle Rayburn
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BN OUTLINE OF CHAPTER 1 IR

Business goals

Organization chart

Relationship of cost accounting to other tasks
Comparison of cost accounting with financial accounting

Professional and government organizations

NN OBJECTIVES OF CHAPTER 1 I

To discuss business goals and organization structure.

2. To describe the nature of the production and service
departments in the organization structure of a manufacturing
firm.

3. To discuss the role of controllers in the organization structure
and their relationship to cost accounting and other
departments.

4. To contrast cost accounting, financial accounting, and
managerial accounting,

5. To present the professional and government organizations
that influence the cost accounting system.



