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H
ow much does it cost PricewaterhouseCoopers to audit
Unilever? How much does it cost Kraft to promote its new pre-

sliced, cracker-sized cheese? How much does it cost Peugeot to
manufacture and sell a 206 Cabriolet Coupé to a dealer? How much
does it cost Nokìa to incorporate a game console in its N-Gage
mobile phones? Managers ask these questions for many purposes,
including formulating overall strategies, determining product and
service emphasis and pricing, engaging in cost control and meeting
external reporting obligations. This chapter presents concepts and
techniques that guide the responses to such questions. Chapter 11
will refine some ideas presented here.

Costing systems aim to report cost numbers that indicate the
manner in which particular cost objects – such as products, services
and customers – use the resources of an organisation. Before we
explore the details of costing systems, three points are worth noting:

1 The cost–benefit–context approach we discussed in Chapter 1 is
of relevance in designing and choosing costing systems. The costs
of elaborate systems, including the costs of educating managers
and other personnel, can be quite high. Managers may choose to
install a more sophisticated system if they believe that its benefits
will outweigh its costs. In practice, experienced managers tend to
act on intuition rather than a fully quantified cost–benefit analy-
sis. Behavioural, political and institutional factors generally
influence accounting information systems choice and design.

2 Systems tend to be tailored to the underlying operations and not
vice versa. Any significant change in underlying operations is
likely to justify a corresponding change in the accompanying
costing systems. Systems fail when operating managers per-
ceive them as misleading, useless or incompatible with their
management style.

3 Costing systems are only one source of information for managers.
Generally, managers combine cost information with non-financial
metrics and qualitative information when making decisions.

LEARNING OBJECTIVES

After studying this chapter, you

should be able to:

● Describe the building block

concept of costing systems

● Distinguish between job costing

and process costing

● Outline a six-step approach to job

costing

● Distinguish actual costing from

normal costing

● Understand job costing in service

and manufacturing contexts

● Describe key source documents

used in job-costing systems

● Understand how the steps in the

production process are tracked in

a job-costing system

● Describe alternative methods of

dealing with period-end under-

or overallocated indirect costs

CHAPTER 3

Job-costing systems

61

Parts – the book is split into five parts, each with a part opener describing the main
themes and links between chapters within that part.

Learning objectives – introduce topics
covered and summarise what you should
have learnt by the end of the chapter.

Exhibits, figures and

diagrams – feature
throughout the text
to illustrate key
points and clarify
topics discussed.

Surveys of company

practice – summarise
and discuss the survey
results of companies
from various countries
to evidence and contrast
the practical use of
accounting concepts and
techniques in business.

Concepts in action – highlight the practical application of
accounting concepts and techniques by real companies.
They are taken from a range of commercial sectors and
countries from around the globe.

Let us briefly review some terms introduced in Chapter 2 that we will use in discussing
costing systems:

● Cost object – anything for which a separate measurement of costs is desired.

● Direct costs of a cost object – costs that are related to the particular cost object and
can be traced to it in an economically feasible (cost-effective) way.

● Indirect costs of a cost object – costs that are related to the particular cost object but
cannot be traced to it in an economically feasible (cost-effective) way. Indirect costs
are allocated to the cost object using a cost-allocation method.

The relationship among these three concepts is shown in Exhibit 3.1.

Two concepts not previously defined are also important when discussing costing
systems:

● Cost pool – a grouping of individual cost items. Cost pools can range from the very
broad (such as a company-wide total-cost pool for telephones and fax machines) to
the very narrow (such as the costs of operating a car used by a travelling salesperson).

● Cost-allocation base – a factor that is the common denominator for systematically
linking an indirect cost or group of indirect costs to a cost object. A cost-allocation
base can be financial (such as direct labour costs) or non-financial (such as the
number of car kilometres travelled). Companies often seek to use the cost driver of
the indirect costs as the cost-allocation base. For example, the number of kilometres
travelled may be used as the base for allocating motor vehicle operating costs
among different sales districts.

These five terms constitute the building blocks that are considered relevant in the
design of costing systems.

Companies frequently adopt one of two basic types of costing system to assign costs to
products or services:

● Job-costing system. In this system, costs are assigned to a distinct unit, batch or lot
of a product or service. A job is a task for which resources are expended in bringing
a distinct product or service to market. The product or service is often custom-

62

The building block concept of costing systems

Job-costing and process-costing systems

Chapter 3 Job-costing systems

Exhibit 3.1 Relationship between a cost object and direct and
indirect costs

Cost
assignment

Cost
object

Direct
costs

Indirect
costs

Cost tracing

Cost allocation

Chapter 11 Activity-based costing

360

Activity-based costing has been implemented by a large number of companies around
the globe. One survey of Norwegian manufacturing firms indicated that 40% adopted
ABC (Bjørnenak, 1997). Another study of 88 Belgian companies (manufacturing and
service) indicated that one-fifth had some form of ABC in place (see Bruggerman et al.,
1996). These companies were concerned with understanding cost behaviour, improv-
ing cost accuracy and achieving cost reductions.

In France (see Lebas, 1996), a survey of 70 manufacturing and service companies
revealed usage of ABC by one-third of these companies. For most ABC users in France,
the goal was better process design and attaining lower costs.

A UK survey (adapted from Innes and Mitchell, 1995) found that just under 20% of
251 respondents had adopted ABC with another 27% of firms actively considering
ABC deployment. In a follow-up survey carried out in 1999, Innes et al. (2000)
reported a 17% adoption rate with another 20% actively considering ABC. The appli-
cation areas were cost management, performance measurement, product/service
pricing and cost modelling.

A study (adapted from Clarke, 1995) of Irish companies that had implemented
ABC reported the following actual benefits: more accurate cost information for prod-
uct costing and pricing; improved cost control and management; improved insight
into cost causation; better performance measures; and more accurate customer prof-
itability analysis.

One study (adapted from APQC/CAM-I, 1995) of 162 US-based companies using
ABC (including 29 service-sector organisations) reported the primary applications as
product/service costing, cost reduction and process improvement. Another survey of
141 US manufacturers reported that 27% of respondents to the study had imple-
mented ABC, 37% planned to do so and 36% did not (Shim and Stagliano, 1997). 

The Irish survey reported that the most common implementation problems were
difficulties in defining activities and in selecting cost drivers as well as inadequate
computer software; and lack of adequate resources. The Belgian ‘barriers’ to ABC were
‘lack of top management support’, ‘lack of time’, ‘lack of perceived benefits’ and ‘lack
of excitement about change’, while in France, the major obstacle to ABC implementa-
tion is the necessary change of culture and mindset.

An international survey of 321 organisations revealed the following usage of ABC
across some or a majority of business units (Bhimani and Gosselin, 2004):

Country %

Canada 61
France 86
Germany 69
Italy 47
UK 81
USA 74

Source: Bhimani and Gosselin (2004).

S U R V E Y S  O F  C O M P A N Y  P R A C T I C E

Growing interest in activity-based costing

Relevant costs and benefits of quality improvement
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Next consider external failure costs. Braganza currently repairs 3000 copiers at cus-
tomer sites. If incoming frames are inspected more carefully, Braganza estimates that
500 fewer copiers will require warranty repair and that it will be able to sell 250 addi-
tional copiers. If the frame is redesigned, Braganza estimates that 700 fewer copiers
will require warranty repair and that it will be able to sell 300 additional copiers.

Variable and fixed costs per copier repaired of individual external failure COQ items
described in Exhibit 20.2 (Panel A, column 4) are as follows:

Variable costs Fixed costs Total costs

Customer-support costs €80 €120 €200
Transportation costs 180 60 240
Warranty repair costs 1800 2600 4400

As Braganza eliminates repair work on copiers, it expects to save only the variable
costs of customer support, transportation and warranty repair.

C O N C E P T S I N  A C T I O N

Mercedes buyers in the UK have increasingly voiced their concerns over quality prob-
lems in the recent past. Complaints include faulty key fobs, leaky sunroofs, balky
electronics, airbags that fail to inflate in accidents and malfunctioning navigation sys-
tems, among others. One student who faced more than 60 mechanical problems with
his C-class car, parked it in front of his dealership with a sign that read: ‘Mercedes is
unfair to consumers’. In 2003, J.D. Power and Associates ranked Mercedes quality in
the USA in 26th place. Ten years earlier, Mercedes had been in first place. Websites
such as lemonmb.com, mercedesproblems.com and troublebenz.com abound with
customers complaining about Mercedes quality.

Such quality problems translate into the inability to maintain historic price premi-
ums. For Mercedes, this is worrying in that it is the profit engine that is driving the

parent Daimler Chrysler – to the tune of 75% in 2003. The
problem is not just financial. A potential brand dilution drives
customers to consider alternatives. Gareth Rhys, director of
the Centre for Automotive Industry Research at the University
of Cardiff Business School, notes that: ‘The market is less and
less forgiving. People don’t have to wait for Mercedes to sort
itself out. They’re going to buy a BMW or Lexus.’ In 2001,
BMW sales passed those of Mercedes’ US sales. One study of
car-buyer intentions reported that the number of car shoppers
who would like to buy a BMW or a Lexus is growing twice as
fast as those who would like to buy a Mercedes. Fixing quality
problems does not come cheap. US sales executives have
pushed dealers to invest almost $500 million in expanded
service facilities and to train some 1000 new service techni-

cians. Other quality-focused programmes are afoot. The message is clear: once
achieved, high quality standards have to be maintained, otherwise they will slip at
immense cost to the company.

Source: Adapted from A. Taylor, Mercedes hits a pothole, Fortune, 27 October 2003, pp. 44–9.

Does Mercedes stand for quality?
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The following points are linked to the chapter’s learning objectives.

1 Cost accounting measures and reports financial and other information related to an
organisation’s acquisition or consumption of resources. It is an important compo-
nent of both management accounting and financial accounting.

2 Cost management and strategy are increasingly relevant aspects of management
accounting processes.

3 Accounting systems are intended to provide information for five broad purposes: (a)
formulating overall strategies and long-range plans, (b) resource allocation decisions
such as product and customer emphasis, (c) cost planning and cost control, (d) per-
formance measurement, and (e) meeting external regulatory and legal reporting
obligations.

4 Accounting influences planning, control and decision making through budgets and
other financial benchmarks, its systematic recording of actual results and its role in
performance evaluation.

5 In most organisations, management accountants perform scorekeeping, attention-
directing and problem-solving functions. The first function emphasises the
importance of the integrity of information, while the other two emphasise the
helper role of the accountant.

6 Economic benefits and costs in the design, implementation and use of accounting
systems need to be assessed in the light of organisational context and process issues.
Assessing costs, benefits and context is important to understanding the functioning
of management accounting in enterprises.

7 Important management themes are shaping the design and uses of management
accounting systems.

8 A variety of global forces are affecting management accounting thinking and prac-
tices, including organisational structure changes, digitisation, the need to assess
intellectual capital and recognise the significance of knowledge management.

Ethical guidelines

Professional accounting organisations representing management accountants exist in
many countries. For example, CIMA in the UK provides a programme leading to mem-
bership in the institute. Membership signals that the holder has passed the admission
criteria and demonstrated the competence of technical knowledge required by the
CIMA to become a chartered management accountant.

To become a CIMA member, completion of three levels (Foundation, Intermediate
and Final) spanning fifteen examinations is required (see www.cimaglobal.com for
more information).

Management accounting topics are also covered by several other professional
bodies. The syllabus for the examinations of the Association of Chartered Certified
Accountants (ACCA) has three Parts. Skills examined in Part 3 include strategic

Summary

Professional ethics

Professional ethics

APPENDIX

Summaries – pull together the key points
addressed in the chapter to provide a useful
reminder of topics covered. The summary
directly connects with the learning outcomes
of the chapter.

Case studies – a set of problem-based illustrative case studies
with questions are provided at the end of each part. These allow
you to apply your understanding of accounting concepts, issues
and techniques within a broader organisational context.
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22.1 Define strategy.

22.2 Describe two generic strategies.

22.3 What are the four key perspectives in the balanced scorecard?

22.4 What is reengineering?

22.5 Describe three features of a good balanced scorecard.

22.6 What are three important pitfalls to avoid when implementing a balanced scorecard?

22.7 How does an engineered cost differ from a discretionary cost? Are these strategic costs?

22.8 Define SMA.

22.9 Why is SMA practice organisation-specific?

22.10 What affects SMA’s potential?

BASIC LEVEL

*22.11 Balanced scorecard. (20 minutes)

La Quinta Ltd manufactures corrugated cardboard boxes. It competes and plans to grow by
producing high-quality boxes at a low cost that are delivered to customers in a timely
manner. There are many other manufacturers who produce similar boxes. La Quinta
believes that continuously improving its manufacturing processes and having satisfied
employees are critical to implementing its strategy in 2005.

Required

1 Is La Quinta’s 2005 strategy one of product differentiation or cost leadership? Explain
briefly.

2 Indicate two measures you would expect to see under each perspective in La Quinta’s
balanced scorecard for 2005. Explain your answer briefly.

22.12 Strategy, balanced scorecard. (30 minutes)

Meredith Ltd makes a special-purpose machine D4H used in the textile industry. Meredith
has designed the D4H machine for 2005 to be distinct from its competitors. It has been
generally regarded as a superior machine. Meredith presents the following data for the
years 2004 and 2005.

Chapter 22   Assessment material

Review questions

Exercises
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Adapted with the kind permission of the Institute of Management Accountants. (Volume 16 of the Cases from

Management Accounting Practice.)

This case demonstrates the importance of strategy and cost allocation in the IT manufacturing

environment. The case requires the development of a relevant balanced scorecard for the busi-

ness together with the construction of an appropriate ABC model.

Background

High-Tech (H-T) is a computer manufacturer founded in Yorkshire, England, in 1901.
H-T originated as a commercial scale, cheese and meat slicing, punch card, tabulating
and time recording conglomerate. The company began with 1300 employees and with
sales in England, Scotland and Wales. The company had a difficult time managing its
diversified products in numerous locations. H-T undertook several strategies to over-
come its faltering operations. First, H-T increased sales by implementing healthy sales
incentives, grooming its salesmen in dark suits, promoting company pride and loyalty
in its employees and beefing up customer services. Second, H-T focused on selling tab-
ulating machines, and expanded sales to the USA, Asia, Australia and South America. 

These strategies helped H-T overcome its sinking operations. While other compa-
nies were folding during the Great Depression, H-T continued to grow and began
providing employee benefits such as life insurance and paid vacations. Just-in-time
inventory control would not have been useful to H-T during the Depression. Because
H-T had large inventories on hand, it was able to undertake large government con-
tracts during the 1930s. H-T had become so large in the computer industry that it was
constantly being sued, but unsuccessfully, for monopoly violations. During World War
II, H-T continued to grow through government contracts. H-T used some of its profits
to finance orphans and widows of war casualties. This goodwill act helped to foster
employee loyalty and demonstrated good community citizenship.

Technological development escalated beginning in the 1950s. H-T first developed a
5-ton 50-foot by 8-foot calculator. This calculator was replaced with vacuum tubes and
later with a mainframe transistor that was faster and smaller than the vacuum tube. By
1957, H-T had a spinning disk storage system that could assess and process accounting
data on as many as 50 disks and introduced the FORTRAN comsputer language. H-T
was so large that it supplied 90% of Europe’s computers, had £80 billion in sales and

Case study problems

PART V

CASE 501

High-Tech Limited

Jenice Prather-Kinsey, University of Missouri-Columbia

Review questions –
short questions which
encourage you to review
and/or critically discuss
your understanding of
the main topics and
issues covered in each 
chapter.

Exercises – comprehensive questions which are graded and grouped by their level of dif-
ficulty can be found at the end of every chapter. Fully worked solutions to exercises
marked by an asterisk are given in Appendix A.

Bromwich, M. and Bhimani, A. (1994) Management Accounting: Pathways to Progress (London:
CIMA).

Drury, C. and Tayles, M. (1994) ‘Product costing in UK manufacturing organizations’, The
European Accounting Review, pp. 443–69.

Hindu Business Line

http://www.thehindubusinessline.com/bline/mentor/2003/02/17/stories/2003021700051000.

htm

This article details the problems faced by accountants in emerging markets with distribut-
ing joint costs to the different cost centres within an organisation.

CIMA Global

http://www.cimaglobal.com/main/resources/knowledge

The website of the Chartered Institute of Management Accountants is a comprehensive
resource detailing news and industry opinion for practitioners together with research and
exam questions for students of management accounting.  The site also contains a list of
recent articles and current publications on issues such as joint cost allocation.

Journal of Management Accounting Research

http://accounting.rutgers.edu/raw/aaa/aaamas/JMAR/JMAR.html

The objective of this website is to contribute to improving the theory and practice of man-
agement accounting by promoting high-quality applied and theoretical research. There are
a number of articles and links on cost allocation and the problems associated. 

Ingenta

http://www.ingenta.com/journals/browse/ap/mg

This is a new website that contains 27 000 articles that can be accessed on a pay-per-view
basis, ranging from technical accounting issues to management strategies. It also enables
visitors to access and review publications that are available to view online. There are a
number of articles on cost allocation and joint costing.

184

joint cost (166)
split-off point (166)
separable costs (166)
product (166)
joint products (166)
main product (166)
by-product (166)

scrap (166)
sales value at split-off method (169)
physical measure method (170)
estimated net realisable value (NRV)

method (172)
constant gross-margin percentage NRV

method (174)

Key terms

Weblinks

Further reading

Chapter 6 Cost allocation: joint-cost situations

Key terms –  each chapter
concludes with a list of the
main concepts defined,
explained, and illustrated
in the chapter.

Further reading – offers
sources of additional 
information for those who
wish to explore a topic 
further.

Weblinks – provide an
annotated guide to useful
websites relevant to each
chapter. 
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Multiple choice questions

A set of interactive questions,
including multiple choice, 
fill-in-the-blank and
true/false question sets are
included for every chapter to
allow students to test  and
consolidate their 
understanding.Fill-in-the-blank questions

Guided tour (continued)
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An online glossary is available
with concise definitions of 
all the key concepts and 
techniques discussed in 
the book.

A set of annotated weblinks

provide guidance and ideas
about where to find useful
further online resources and
information.

Annotated weblinks

Glossary
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PART 1

The European Savings Bank:
Legal and ethical issues involved
in software piracy.

The ethical dilemma at Northlake:
How far does the notion of 'different
costs for different purposes extend'? 

Electronic Boards plc: Design of
costing systems for a firm operating
in a high tech environment.
Simplistic vs complex costing.

PART 2

Permaclean Products plc: Analysis
of costs and price-demand 
information using past sales data to
make decisions on product pricing.

Morgan Components:
Highlights aspects of decision
analysis, cost issues and strategy.

Tankmaster Manufacturing
Company: ABC in an altered
production environment.
Behavioural, organisational and
cultural issues are explored.

Torquemada PLC: considers
problems connected with capital
project control and ex-post review.

Colombo Frozen Yoghurt: explores
adapting to competitive markets
and development of strategies
according to market.

PART 3

Zeros plc: Use of ROI to measure
divisional performance. Use of
costing systems to produce
meaningful profit statements.

Instrumental Ltd: Analysis of
budgeted vs actual performance for
different organisational functions.
Considers strategic vs operational
issues.

Fiddler Ltd: Compares cost-
volume-profit based calculations to
absorption based costing profit
figures.

Hereford Steak Houses: Use of
variance analysis in the restaurant
industry. Variance calulations using
both standard and flexible budgets.
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Guide to the case studies
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PART 4

BBR plc: Transfer-pricing problem
where divisional interests are pitted
against total corporate profitability.

Cresta Plating Company Ltd:
Considers issues of decentralisation
and responsibility within accounting
issues.

Procurement at Betapharm:
Discusses centralisation, sourcng
and strategy issues.

PART 5

High-Tech Ltd: Importance of
strategy and cost allocation within
the IT manufacturing industry.
Considers JIT inventory systems..

Dogfight over Europe Ryanair (A,
B and C): Cost–benefit analyses
with an assessment of competitor
pricing and market-based 
strategies to stage a comeback
from a near-bankruptcy situation.

Osram: Analysis of potential
savings made by newer, more
efficient consumables as opposed
to traditionally used ones.

Coors: Demonstrates importance
of supply chain management and
compares strategies through the
use of EVA.
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Accounting shapes our lives. It changes organisations and alters our social, economic
and physical environment. Whether or not we engage in producing and/or reading
accounting information, it influences what we can and cannot do. Corporate deci-
sions regarding new product developments, pricing strategy, staff recruitment and
salary levels are generally influenced by accounting information. The way in which a
manager acts is often associated with how he or she reacts to accounting data. At
times, accounting motivates certain types of behaviour and discourages others. In
most organisations, decisions, actions and human behaviour find direct links with the
nature, use and focus of accounting information. This text is about understanding the
preparation and use of management and cost accounting information in this light.

Whereas management accounting is concerned with the measurement and report-
ing of financial and other types of information to managers in their pursuit of
organisational and other goals, cost accounting is more concerned with information
on the acquisition and consumption of resources. Cost accounting tends to provide a
useful input into management accounting. Our concern is to encompass both man-
agement and cost accounting, stressing particularly the design, use and role of
accounting information in the management of organisational activities. The intent is
to balance technical detail and organisational insight so as to encompass issues of pri-
mary interest to the discharge of management activities. The focus is on basic
concepts, analyses and practice vis-à-vis management decision making.

Management and cost accounting is a dynamic discipline which interacts with
many facets of the organisational environment in which it exists across nations,
industrial settings and management functions. It entails the application both of 
long-established techniques as well as newly emerging concepts. Consequently, 
the book covers conventional topic areas such as job costing and process costing, 
cost–volume–profit relationships, capital investment decisions and budgetary control
systems in the light of changes in modern-day operational circumstances. In addition,
we have addressed innovative approaches in management accounting which relate to,
for example, quality concerns, throughput concepts, non-financial performance issues
and strategic analysis. Throughout the book’s chapters we point to emerging themes
within the field of management accounting which are regarded as important for
organisations seeking to evolve their management accounting systems. Additionally,
we discuss the possible implications for management accounting practices of manage-
ment and organisational concerns which are recent but fast evolving. We point,
therefore, to the relevance of many issues, including knowledge management and
intellectual capital, enterprise governance, environmental management accounting,
which hold significance for potential management accounting practice changes.

We have also explicitly incorporated discussions of the management accounting
implications of the use of flexible organisational technologies in the production and
delivery of physical goods and services. Further, some of the potential influences of e-
business innovations, the ‘digitisation’ of the economy and Internet technologies on
management accounting practices are considered. The dotcom boom of the late 1990s
and its meltdown at the turn of the millennium present important lessons of interest
to management accountants. The convergence of telecommunications and digital
technologies embedded within the Internet has given rise to the restructuring of busi-
ness activities while also bringing to the fore questions concerning the continued

Preface
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relevance of established management accounting principles within highly web-
enabled enterprises. We are now in a more mature and perhaps secondary phase of the
growing impact of the Internet on society and the economy. We highlight aspects of
Web 2.0 issues. Although no established body of research exists in this domain, our
intent is to highlight some of the management accounting implications brought
about by the Internet.

Throughout the text an emphasis is placed on developing a context-based under-
standing of management and cost accounting practices. By this, we mean that,
although generalisations need to be made to introduce topics and issues, it is essential
to recognise that these practices are highly dependent upon the situational and organ-
isational factors within which such application takes place. We therefore discuss
global themes and concepts in management and cost accounting while stressing the
need to understand the context in which it is practised. This focus extends to address-
ing issues of social and ethical concern. Enterprise governance as an issue of increasing
corporate concern is discussed at some length. Rather than accord a separate chapter
to consider organisational and social aspects of management accounting, we integrate
this perspective throughout the text to lend it a greater degree of realism.

This text pays particular attention to concerns and issues within the European set-
ting. Our endeavour to cover fundamental concepts and techniques of management
and cost accounting, while also highlighting the diversity of approaches and practices
which management and cost accounting are viewed to encompass in different
European countries, has made the writing of this text a unique and interesting chal-
lenge. We draw comfort from the realisation that other management accounting texts
have begun to attempt to present a similar mix of practical examples, case studies and
coverage of research findings while also sharing our preference for the format and
structure adopted here. In this edition we provide new illustrative examples, survey
findings and case studies relating to many European companies, and have drawn on a
wide range of European business writings. This is regarded as an important feature of
this book, especially with the growing number of countries joining the EU community
proper. Although the European perspective is an important emphasis, the text also
includes significant discussion and illustrative examples of practice and issues relating
to countries and regions outside of Europe.

Deciding on the sequence of chapters in a management and cost accounting text-
book which spans introductory through to relatively detailed analysis of material is a
challenge. Every lecturer has a favourite way of organising his or her course. The five
part structure of this text and the sequencing of chapters has been designed to facili-
tate fexibility and diversity in the teaching of different topic areas and the use of the
text for a range of courses and levels. An outline of the coverage and component chap-
ters of each part is given in each of the part openers.

This book includes a high quantity and broad range of assessment material to further
facilitate the use of the text on a diverse range of courses:

� Review questions These short questions encourage students to review and/or criti-
cally discuss their understanding of the main topics and issues covered in each
chapter, either individually or in a group.

� Exercises These comprehensive questions are graded and grouped by their level of
difficulty: basic, intermediate and advanced. Each question is preceded by a note of
its topic coverage and an indication of the time it should take to complete. Where
appropriate, the exercises include questions taken from recent examinations of 

Assessment material
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several professional accountancy bodies. There is an average of fourteen exercises
per chapter. Fully worked solutions to a selection of exercises in each chapter (iden-
tified by an asterisk) are provided in Appendix A.

� Professional questions Additional assessment material is provided in the profes-
sional questions booklet accompanying this text and on the website supporting this
book at www.pearsoned.co.uk/horngren.

At the end of each of the five parts are problem-based illustrative cases. Each is more
substantive and typically more demanding than the end-of-chapter exercises, integrat-
ing topics from several chapters in each of the core parts of the text, allowing you to
apply your understanding of accounting concepts, issues and techniques within a
broader organisational context, and to develop your critical thinking and analytical
skills. The questions which follow the case material include some aspects suitable for
group discussion/assignment.

Additional assessment material is provided on the CD-ROM included with the
Lecturer’s Resource Pack and on the companion website supporting this book (see
below).

To familiarise yourself with the main features of this text, and how they will benefit
your study, an illustrated Guided tour of the book and web resources is given on pages
xiv–xxi.

Students will need to use these tables in studying Chapter 13 of the text and undertak-
ing the end-of-chapter exercises. For ease of reference, we recommend students make a
photocopy of these pages.

Many of the chapters include a list of selected readings of relevance for those seeking
to further their knowledge base in the specific chapter areas. There is a comprehensive
bibliography at the end of the book which will also be of assistance to students wish-
ing to follow up topics and issues in more detail.

This comprises an alphabetical listing of all the key terms, including a concise defini-
tion, so allowing revision of all the key concepts and techniques in the text.

Case study problems

Appendix B: Compound and interest rate tables
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Lecturers who adopt this text are provided with a range of additional materials to
assist in the preparation and delivery of courses. These include:

� complete, downloadable Instructor’s Manual with teaching ideas and solutions to
end-of-chapter exercises not given in the text;

� suggested solutions to all case study problems;
� editable PowerPoint slides and overhead projector masters, organised by chapter,

allowing you to provide a lecture or seminar presentation (and/or to print hand-
outs). These incorporate colourful graphics, outlines of chapter material, text
exhibits, additional examples and graphical explanations of difficult topics;

� solutions to additional questions and spreadsheet problems.

Grade Tracker is an exclusive new resource for instructors and students, giving you
access to the best online teaching and learning tools 24 hours a day, 7 days a week.
Please see the Guided Tour beginning on page xiv for more details of the Grade Tracker
resources available with Management and Cost Accounting, Fourth Edition.

Alnoor Bhimani
Charles Horngren

Srikant Datar
George Foster

November 2007

Lecturer supplements

Preface

Grade Tracker: All you and your students need to succeed
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