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PHILOSOPHY

We believe this textbook is unique, mainly because it is written to serve
the needs of managers. Over the last 10 years, we both struggled to put
together the right materials for our course in management accounting. The
acid-test for our students—and ultimately for ourselves in selecting mate-
rials—always centered around one important question: “How will this
course help students to further their jobs and careers?” In selecting mate-
rials, we borrowed from virtually every source imaginable. Our quest was
to find resources that offered a broad-based manager’s view of accounting
in combination with sufficient analytical depth. In short, we wanted a text
that offered managerial breadth, analytical depth, and a supply of real-
world examples. No single text or source of materials ever seemed to meet
our needs. Our frustration in finding relevant materials finally led us to
write this book.

Our goal is to teach the fundamentals of management accounting as
traditionally taught to accounting majors but not inundate students with
procedural detail. Future managers need to know how they can use
accounting concepts to shape thinking within their own organizations.
They also must recognize that the world is a messy place, and all too often,
unique single solutions to problems do not exist. Indeed, influencing the
thought of others most often involves one’s ability to communicate a
series of arguments. Above all, it is our feeling that students should under-
stand how decision-making information is constructed so that they can
recognize faulty thinking in arguments presented to them.

XXi
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PREFACE

Two themes guided us throughout the development of our text and
explain our way of thinking:

e Accounting concepts guide decisions that determine organizational
competitiveness.
*» Our unwavering focus is on strategy and control.

DECISIONS ON COMPETITIVENESS

We believe that future managers will have the biggest impact on their orga-
nizations by making decisions that create shareholder value. They create
value by searching for ways to improve products and processes and by cre-
ating sustainable competitive advantage in the marketplace. It is our con-
viction that management accounting offers the concepts and tools needed
to make these value-creating decisions. Many tools—such as cost-volume-
profit analysis, absorption costing, costs for decision making, and capital
budgeting—have long been in use. However, today’s process-oriented envi-
ronment has given managers a new set of tools—such as activity-based
costing, process improvement, strategic cost management, and multidi-
mensional performance measurement. The key is to learn how best to use
this new set of tools in conjunction with the traditional ones. Students
should understand when the tools are appropriate and the advantages and
shortcomings of each. These are concepts that we emphasize throughout
the text.

We also emphasize global competition and technological advance-
ments as catalysts for continuous change. Faced with these environmen-
tal conditions, managers focus on their organization’s core competencies
to create sustainable marketplace advantage. Management accounting, we
believe, offers the tools to guide managers in evaluating decisions funda-
mental to this process, such as whether to downsize, outsource, or enter
into strategic partnerships. We recognize that work teams, often repre-
sented by a multitude of separate functional areas, are taking on more
decision authority. Moreover, operational techniques, like total quality
management and just-in-time inventory management, are becoming com-
monplace. Here, too, we show, wherever appropriate, the impact of these
methods on decision making.

FOCuUs ON STRATEGY AND CONTROL

The goal of management accounting is to provide information that helps
managers achieve the organization’s objectives. One way to accomplish
this is to prepare analytical models to determine which actions are prefer-
able. This is largely the job of strategy formulation. The second way man-
agement accounting helps managers achieve organizational objectives is
through strategy implementation, or management control. Throughout the
text we emphasize the use of concepts and methods that serve this pur-
pose, while drawing from the costing and decisions models developed ear-
lier in the text. We place special importance on translating strategy into
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actions at the point where decentralized decisions take place. Budgets and
financial reports are a fundamental part of this process. So too are spe-
cialized reports that promote continuous improvement and serve as a basis
to compensate employees.

Unlike texts that develop each chapter as a stand-alone subject, our
view is that management accounting represents an integrated set of
tools—all of which support a manager’s ability to formulate and imple-
ment strategy. This perspective leads us to integrate concepts from each
chapter into a fabric supporting a strategy/control perspective. As a result
of integrating concepts, students are well prepared to determine how best
to achieve the organization’s objectives. We believe that management
accounting, more than any other business discipline, provides the con-
cepts, methods, and tools to guide strategy formulation and implementa-
tion at every level in the organization.

KEY FEATURES AND PEDAGOGY

One way we carry out our objectives and bring management accounting
concepts to life is through examples of current practice. Illustrations in
each chapter allow us to show how managers deal with real-world, day-
to-day problems. Examples cover a wide variety of organizations—includ-
ing those which operate domestically and internationally, in manufactur-
ing and service, and in the private and public sectors. These examples
show how management accounting information is used across a rich spec-
trum of operating environments. In this way, we believe our readers are
less likely to lose sight of the broad organizationwide issues.

The concepts in our book are given meaning through application. The
end-of-chapter materials further extend this philosophy. We have included
three types of real-life assignment materials: (1} discussion problems
designed to elicit exploration of issues, (2) problems to illustrate how con-
cepts are translated into calculations, and (3) cases that show the com-
plexity of decisions made in the real world. We also recognize that end-
of-chapter materials not corresponding to illustrations in the text lead to
student frustration. Thus, we have written virtually all materials our-
selves. Our goal, as always, is to align the logic and emphasis in the text
with the application of the concepts. Nothing is more boring to students
than end-of-chapter materials that are not grounded in reality. Accordingly,
there are no XYZ corporations making widgets. Instead, we have tried to
use real-life problems, drawing from our own research and consulting expe-
riences as much as possible.

Employers seek job applicants with communication skills and the
ability to work with others. To develop these skills—and to foster lively
class discussions—we have designed our assignment materials to promote
student presentations, cooperative learning, group interaction, and criti-
cal thinking. One-dimensional problems and cases, with a single numeri-
cal answer, don’t develop these skills. Instead, students should be chal-
lenged with problems like the ones included in this book—problems that
require balancing conflicting goals within the context of limited resources.
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The complexity introduced by our assignment materials lends itself
to reliance on computer spreadsheets. Building spreadsheet models allows
both instructors and students to minimize time spent on procedural details.
Models allow us to focus on the process of problem solving rather than
emphasizing one-dimensional numeric solutions. We can then get to the
issues more pertinent to the manager—what the numbers mean and what
actions should be taken as a result.

Spreadsheet models are especially useful in dealing with unstruc-
tured, one-of-a-kind problems—those types of problems that typically have
the greatest impact. Models allow managers to prepare plans with multi-
ple goals in mind. Models can, for example, help managers make tradeoffs
between improving profitability or enhancing product quality. Moreover,
models allow managers to build into their computations limits imposed
by resource constraints. In short, models play an important role in shap-
ing plans and then altering them when events don’t turn out as expected.

To create a focus on concepts rather than on procedural detail, we
have made all numeric exhibits and end-of-chapter materials available in
spreadsheet form. Instructors and students can use them several ways. For
example, spreadsheets for exhibits in the text can be distributed to stu-
dents so that they can see how each number is calculated and how the
numbers relate to one another. Spreadsheets can also be used to distribute
solutions for selected problems, thereby providing students a way to orga-
nize data. Still another use is spreadsheet templates to give students a head
start in finding an effective way to solve problems.

ORGANIZATION

Chapter 1 provides students with an overview of the entire book. The
remainder of the book is organized into three general sections. The first
section, Chapters 2 through 5, is devoted to a description of cost infor-
mation provided by management accounting systems. While we discuss
traditional cost concepts for cost behavior, cost objects, and cost report-
ing, we also provide a comprehensive discussion of activity-based costing
and its relation to process costing. Upon completing these chapters, stu-
dents should understand how cost accounting information is accumulated
and reported. But, just as importantly, they should be aware of its limita-
tions, especially the cost of gathering and reporting more relevant data and
the tradeoffs of settling for cost data that are second best.

The second section of the book, Chapters 6 through 8, concentrates
on how management accounting information is used for making short-
and long-term decisions. We describe the decision-making process and the
kinds of information relevant for any type of decision. We illustrate the
concepts with examples such as accepting offers for special orders; setting
prices, using existing resources; managing inventories, outsourcing activi-
ties, evaluating underperforming products; and acquiring capital assets.

The third section, Chapters 9 through 15, focuses on planning and
control. This part of the book ties together all of the concepts from the
first two sections. It illustrates how management accounting information
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is used to achieve organizational goals and objectives. After introducing
strategic planning and management control, we discuss how managers
express expectations, compare actual results, and take corrective actions.
One recurring concept throughout this discussion is the importance of
multiple measures of performance applied throughout the organization as
a means for influencing employee behavior and achieving goals.

SUPPLEMENTS

Instructor’s Resource Manual (0-07-017854-2)

This is an instructor’s manual with solutions. The instructor’s manual por-
tion, which complements the text, includes an overview for both the text
and case material to help instructors prepare their lectures. The solutions
manual portion contains complete answers to all of the end-of-chapter
assignments: discussion problems, problems, and cases.

Test Bank (0-07-017855-0)

The Test Bank, written by Eric Carlsen of Kean College of New Jersey, is
organized by chapter, with each chapter containing three categories of test
questions: (1} true/false, (2) multiple-choice, and (3] short essay. Next to
each question is a difficulty rating, ranging from 1 to 3 (easy to difficult),
so that instructors can prepare tests that include all levels of questions.
Answers immediately follow each question.

Computerized Test Bank—3.5" IBM (0-07-832773-2)

The Computerized Test Bank contains all of the questions included in the
Test Bank by Eric Carlsen. This powerful system allows instructors to pre-
pare a test quickly and easily. They can view questions as they are selected
for a test; scramble questions; add, delete, and edit questions; select ques-
tions by type, objective, and difficulty; and view and save tests. The Com-
puterized Test Bank is available in IBM 3.5", Windows, and Mac versions.
A new feature of the Windows and Mac versions is on-line testing capa-
bilities.

Overhead Transparencies (0-07-074566-8)
A complete set of numerical solutions to all end-of-chapter problems is
available as transparencies.

Spreadsheet Disk

As discussed in the “Key Features and Pedagogy” section of this preface, a
disk containing all of the numeric text exhibits and numeric end-of-chapter
assignments in spreadsheet form will be made available to instructors.
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