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Preface

Building on previous editions of Management Accounting, this fifth edition offers a
comprehensive and balanced introduction to management accounting theory and
practice and has been written specifically for courses across the UK and Europe. The
text combines a solid grounding in technical material with a fresh look at emerging
issues relevant to accounting practice. It 1s a clear and accessible book promoting
practice as a method of learning through real-world and numerical examples,
vignettes, and graded end of chapter exercises and problems. The text includes new
research and developments in the discipline and has been specifically shaped to meet
the needs of the market.

Each chapter has been updated to reflect the latest development in management
accounting and the main changes and developments to this edition include:

The introduction of a new end of chapter ‘ Applying Excel’ feature that links
the power of Excel with management accounting concepts by illustrating
how Excel functionality can be used to better understand accounting data.
The Excel feature provides the students with an opportunity to build their
own Excel worksheets and formulas as a basis for analysing different ‘what
if” questions.

Chapter 1 has been extended to include more focus on the roles of
management accounting and the accountant for control, planning and
decision making.

Chapter 5 on cost behaviour has been moved up as a new Chapter 3 and
aligned to the content of Chapter 2. This is done to tie the chapters together
better and eliminate unnecessary overlap.

The new Chapter 5 on process costing (previous Chapter 4) has been
extended to also include the use of the FIFO method. In addition a short
section on the use of standard costing as an additional method is added. This
i1s done to tie Chapter 4 better to the discussion on standard costing in
Chapter 12.

Chapter 8 on activity based costing has been extended to include more
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examples on activity based management and time-driven activity based
costing.

e In Chapter 9 on relevant costs for decision making the section on optimal
utilization of one constrained resource has been extended. In addition the
section of multiple constrained resources has been moved from Chapter 19
and integrated in the chapter. Finally, the section on joint production has
been extended and a new example added.

e Chapter 10 on capital investment decisions has been extended by adding a
new Appendix 10A on present value concepts to increase the understanding
of the time value of money.

e Chapter 15 on pricing and intra-company transfers has a new Focus on
Practice example on how a single set of transfer prices used for both tax
compliance and management control purposes can lead to conflicts.

e Chapter 17 on management control and corporate governance has been
reorganized to focus more on those subjects. In addition two new Focus on
Practice boxes have been added to make a better linkage to practice.

e In Chapter 18 the focus on the subject of business process management
towards lean operation has been strengthened by reorganizing the contents of
the chapter.

e Chapter 19 has been reorganized to focus more clearly on strategic cost
management topics. In addition the section on target costing has been
extended.

e Brand new end of chapter questions, exercises, problems and cases have
been added to a number of chapters.

e A new and improved look and feel with a brand new four-colour design
aiming to present the concepts clearly, to engage students and provide
improved presentation of materials.

e More generally, references, key terms and learning objectives have been
updated where appropriate.

The book includes a full suite of pedagogical learning tools designed to make teaching
and learning stimulating and efficient, all presented in a visually impressive format.
More detail is provided in the Guided Tour on pages xix to xxi.
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A wealth of online resources also provides support to both the instructor and student.
Students can access content including quizzes and practice exercises. For instructors,
solutions and other teaching resources ensure the book is as easy to use as possible.
An exciting addition to the support package for this edition is Connect™ Plus
Accounting. This excellent online assignment and assessment platform provides
opportunities for additional interaction between students and instructors, allowing
instructors to continually assess each student’s individual progress through practice
and assessment. More information on this can be found in the technology section on
pages xxil—xxiv.

Accounting terminology differs in UK and US English. With the globalization of
capital markets and accounting, the use of international English as applied by the
International Accounting Standards IFRS offers a solution that will bridge the barriers
across countries and provide uniform understanding. Therefore, for consistency, IFRS
English has been predominantly applied in this book. IFRS international English
applies UK English for grammar and spelling, but for terminology, the main emphasis
1s on US terms. Some examples are:

o IFRS statement of profit or loss = income statement (US + IFRS) = profit
and loss account (UK)

e IFRS revenue (US) = revenue, sales (US) = turnover (UK).

o IFRS operating profit (UK) = net operating income (US) = EBIT (Earnings
Before Interest and Taxes).

o IFRS profit before tax (UK) = income before tax (US) = EBT (Earnings
Before Tax)

e IFRS profit (UK) = net income (US).

e IFRS + UK balance sheet = statement of financial position (IFRS + US).

o IFRS inventory/inventories (US) = stock/stocks (UK)

e IFRS accounts receivable (US) = debtors (UK)

e IFRS accounts payable (US) = creditors (UK)

e [FRS work in progress (UK) = work in process (US)
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Guided tour

Learning Objectives

Each chapter opens with a set of learning objectives, summarizing what you should
learn from each chapter.

Cost—volume—profit
relationships

LEARMIMNG OBJECTNES
Aar sturiing Chaptar 7, yoa sheuld be able fa:

¢. Explain how changea |8 sctiHy affect contritation rasgin srd profk
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Concepts in Context

These concepts in context boxes introduce you to the topics to follow and ground the
chapter concepts in real life terms.

CONCEPTS IN CONTEXT

Since CVP analysis shows that levels of activity can have a big effect
of compensating salespersons must be chosen with a great deal of ¢

Digital Equiprment Corporation's founder believed that salespersons s
something they do not need and, accordingly, Digital paid them salar
This approach worked fine for many years because ‘Digitals procuctd
expensive mainframe computers, and because they wene cheaper, th
when competition amived, the Digital sales staff was hopelessly oute
introduced in an attempt to stem the tide, the new system backdined.
little or no profit to pump up volume — and their commission.®

CVP analysis is one of the most powerful tools that managers have at tf
understand the interrelationship betwean cost, volume and profit in an
interactions bebw ean the following five elements

Focus on Practice
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These mini-examples accompanied by an exercise illustrate precisely how
management accounting theory affects companies, using topical examples of
management accounting in well-known companies and industry sectors.
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margin.

FOCUS ON PRACTICE

Graen reguelation and ficed costs
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Exhibits and Tables

Each chapter includes 4-colour exhibits and tables, illustrating the concepts you need
to know and the techniques you need to learn.

B Tt =
v beved of sales b rmamnared by s vartical dancs bstwsn the total ravas Bae (o) asd the sl
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Management Accounting in Action

These dialogues follow different management accounting issues through chapters to
demonstrate them in practice in the real world.
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