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During their professional careers, managers in all organizations, profit and nonprofit, rely 

on their accounting systems. Sometimes managers use the accounting system to acquire 

information for decision making. At other times, the accounting system measures perfor-

mance and thereby influences their behavior. The accounting system is both a source of 

information for decision making and part of the organization’s control mechanisms—thus, 

the title of the book, Accounting for Decision Making and Control.
The purpose of this book is to provide students and managers with an understand-

ing and appreciation of the strengths and limitations of an organization’s accounting 

system, thereby allowing them to be more intelligent users of these systems. This book 

provides a framework for understanding accounting systems and a basis for analyzing 

proposed changes to these systems. The text demonstrates that managerial account-

ing is an  integral part of the firm’s organizational architecture, not just an isolated set of 

computational topics.

Changes in the Ninth Edition
Feedback from reviewers and instructors using the prior editions and my own teaching 

experience provided the basis for the revision. In particular, the following changes have 

been made:

 Each chapter has been revised to further enhance readability and remove redundancy.

 References to actual company practices have been updated.

 Users were uniform in their praise of the problem material. They found it challenged 

their students to critically analyze multidimensional issues while still requiring 

 numerical problem-solving skills.

 The end-of-chapter problem material was revised by adding 45 new problems—

including some related to health care and knowledge-based service firms—and 

 removing outdated problems. 

 The ninth edition is a more concise revision that presents the same  fundamental con-

cepts, learning objectives, and challenging critical thinking end-of-chapter materials as 

in prior editions.

Overview of Content
Chapter 1 presents the book’s conceptual framework by using a simple decision context 

regarding accepting an incremental order from a current customer. The chapter describes 

why firms use a single accounting system and the concept of economic Darwinism, among 

other important topics. This chapter is an integral part of the text.

Preface
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Chapters 2, 4, and 5 present the underlying conceptual framework. The importance 

of opportunity costs in decision making, cost–volume–profit analysis, and the difference 

between accounting costs and opportunity costs are discussed in Chapter 2. Chapter 4 

 employs the economic theory of organizations and organizational architecture as the con-

ceptual foundation to understand the role of the accounting system as part of the organiza-

tion’s control mechanism. Chapter 5 describes the crucial role of accounting as part of the 

firm’s organizational architecture. Chapter 3 on capital budgeting extends opportunity costs 

to a multiperiod setting. This chapter can be skipped without affecting the flow of later 

material. Alternatively, Chapter 3 can be assigned at the end of the course.

Chapter 6 applies the conceptual framework and illustrates the trade-off managers 

face between decision making and control in a budgeting system. Budgets are a decision-

making tool to coordinate activities within the firm and are a device to control behavior. 

This chapter provides an in-depth illustration of how budgets are an important part of an 

organization’s decision-making and control apparatus.

Chapter 7 presents a general analysis of why managers allocate certain costs and the 

behavioral implications of these allocations. Cost allocations affect both decision making 

and incentives. Again, managers face a trade-off between decision making and control. 

Chapter 8 continues the cost allocation discussion by describing the “death spiral” that 

can occur when significant fixed costs exist and excess capacity arises. This leads to an 

analysis of how to treat capacity costs—a trade-off between underutilization and overin-

vestment. Finally, the chapter describes several specific cost allocation methods such as 

service department costs and joint costs.

Chapter 9 applies the general analysis of overhead allocation in Chapters 7 and 8 to the 

specific case of absorption costing in a manufacturing setting. The managerial implications 

of traditional absorption costing are provided in Chapters 10 and 11. Chapter 10 analyzes 

variable costing, and activity-based costing is the topic of Chapter 11. Variable costing is 

an interesting example of economic Darwinism. Proponents of variable costing argue that 

it does not distort decision making and therefore should be adopted. Nonetheless, it is not 

widely practiced, probably because of tax, financial reporting, and control considerations.

Chapter 12 discusses the decision-making and control implications of standard labor 

and material costs. Chapter 13 extends the discussion to overhead and marketing vari-

ances. Chapters 12 and 13 can be omitted without interrupting the flow of later material. 

Finally, Chapter 14 synthesizes the course by reviewing the conceptual framework and 

applying it to various organizational innovations, such as total quality management, just in 

time, six sigma, lean production, and the balanced scorecard. These innovations provide an 

opportunity to apply the analytic framework underlying the text.
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