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In memory of Charles T. Horngren 1926–2011

Chuck Horngren revolutionised cost and management accounting. He loved 
new ideas and introduced many new concepts. He had the unique gift of 
explaining these concepts in simple and creative ways. He epitomised 
excellence and never tired of details, whether it was finding exactly the right 
word or working and reworking assignment materials.

He combined his great intellect with genuine humility and warmth and a 
human touch that inspired others to do their best. He taught us many lessons 
about life through his amazing discipline, his ability to make everyone feel 
welcome, and his love of family.

It was a great privilege, pleasure, and honour to have known Chuck Horngren. 
Few individuals will have the enormous influence that Chuck had on the 
accounting profession. Fewer still will be able to do it with the class and style 
that was his hallmark. He was unique, special and amazing in many, many 
ways and, at once, a role model, teacher, mentor and friend.

He is deeply missed.

Alnoor Bhimani
London School of Economics and Political Science

Srikant M. Datar
Harvard University

Madhav V. Rajan
University of Chicago
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PREFACE

Accounting influences our lives. Whether or not one uses accounting information, accounting 
alters our social, economic and physical environment. And of course, it impacts organisations 
and altering what we do and the decisions we make. Corporate action regarding new product 
developments, pricing strategy, sta� recruitment and salary levels are usually directly influenced 
by accounting information. At times, accounting motivates certain types of managerial behav-
iours and discourages others. This book is about understanding the preparation and use of man-
agement and cost accounting information, taking account of how it influences decisions. But 
accounting is not a pre-given in form or process and in this sense accounting is also continuously 
being reshaped by its context. The book therefore also extensively discusses how di�erent factors 
alter accounting techniques and processes.

As we’ll see in Chapter 1, management accounting is concerned with providing managers with 
financial and other types of information so they can pursue diverse goals. Cost accounting, which 
is sometimes used interchangeably with management accounting, is more concerned with infor-
mation on the acquisition and consumption of resources. We want to address issues relating to 
the design, use and role of accounting information in the management of organisational activi-
ties. We will do this by balancing technical detail with enterprise insight so we can focus on how 
to best support management action.

Management and cost accounting is a dynamic discipline which di�ers across firms, nations, 
industrial settings and management functions. It entails the application of di�erent techniques, 
which must constantly adapt given the fast pace of changes facing enterprises today. Consequently, 
the book covers a comprehensive suite of techniques and areas including job costing and process 
costing, cost–volume–profit relationships, capital investment decisions, budgetary control and 
responsibility accounting. It looks also at quality costing, throughput issues, non- financial perfor-
mance measures and strategic analysis. But we are especially concerned with the forces that impact 
these management accounting practices right now. So all these techniques are discussed in the 
context of changes witnessed by organisations on an ongoing basis. We argue that the most sig-
nificant force a�ecting firms today is technological change and innovation. Digital technologies 
are rapidly impacting business models and organisational processes and they are doing so in a 
deep and extensive way. This new edition of the book is thus packed with coverage on how organ-
isations are being digitally transformed and what this implies for management accountants. We 
look at numerous illustrations of companies using ‘big data’ and analytics as they draw insights 
from digitised data. We consider how the ‘Internet of Things’, robotics, artificial intelligence and 
other digital innovations are impacting management accounting information deployment. Aside 
from the digitalisation of enterprises, we consider also the relevance of sustainability concerns, 
enterprise governance and new business model strategies which influence how firms utilise man-
agement accounting information.

To ensure currency and coverage of modern applications of management accounting, we have 
introduced more than twenty new accountancy examination questions in this edition of the 
book. Throughout the book, we place emphasis on ensuring company-relevant examples and 
illustrations of management and cost accounting practices. So although general aspects of di�er-
ent topics and issues are extensively covered, we also discuss situational and organisational adap-
tations of generic techniques to ensure that you understand the applicability of management 
accounting approaches. To achieve this, we have added new case studies that have recently been 
used very successfully by business schools across the globe. We ensure that the reality of enter-
prise management is reflected in the book and so, rather than accord a separate chapter to 
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consider organisational and behavioural aspects of management accounting, we integrate this 
throughout chapters in the book. We further cover global themes that are of relevance to manag-
ers in modern enterprises in terms of corporate responsibility and ethical issues. Finally, we have 
included in this edition, many new survey and study results to illustrate actual management 
accounting concerns by executives from across the world.

We draw comfort in observing that other management accounting writers try to use our 
approach of practical examples, case studies and coverage of research findings, while also shar-
ing our preference for the format and structure adopted here. We sharpen this in this edition by 
providing the very latest in corporate examples, survey findings and case studies. This ensures 
that you will become familiar with concepts that are of relevance and concern to organisations 
today.

Deciding on the sequence of chapters in a management and cost accounting textbook that 
spans introductory through to relatively detailed analysis of material is a challenge we have met 
successfully. Professors tend to have a preferred way of organising their course material. The five-
part structure of this text and the sequencing of chapters have been designed to facilitate flexibil-
ity and diversity in the teaching of di�erent topic areas and the use of the text for a range of 
courses and levels. An outline of the coverage and component chapters of each part is given in 
the part openers.

Assessment material
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 critically dis-
cuss their understanding of the main topics and issues covered in each chapter, either individ-
ually or in a group.

● Exercises: These comprehensive questions are graded and grouped by their level of di�culty: 
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 examinations of several professional accountancy bodies. Fully 
worked solutions to a selection of exercises in each chapter (identified by an asterisk) are pro-
vided in Appendix A.

Case study problems
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, integrating 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.

Appendix B: Compound and interest rate tables
Students will need to use these tables in studying Chapter 13 of the text and undertaking the 
 end-of-chapter exercises. For ease of reference, we recommend students make a photocopy of 
these pages.
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xxi

  Glossary 
 This comprises an alphabetical listing of all the key terms, including a concise defi nition, so 
allowing revision of all the key concepts and techniques in the text.  

  Academic supplements 
 Academics and 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 teaching notes 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 handouts). These incorpo-
rate colourful graphics, outlines of chapter material, text exhibits, additional examples and 
graphical explanations of di�  cult topics;  

  ●   solutions to additional questions and spreadsheet problems.   

    Alnoor Bhimani 
   Srikant Datar  

  Madhav Rajan  
  March 2019  

Preface

F01 Management and Cost Accounting 32669.indd   21 21/03/2019   17:34



We are indebted to many individuals for their ideas and assistance. Our primary thanks go to the 
many academics and practitioners who have advanced our knowledge of management and cost 
accounting. Aside from the many individuals in North America who have contributed in one way 
or another, we would like to thank the following who have provided material for inclusion in the 
text, or who have painstakingly commented on chapters in draft form, or have otherwise helped 
the review process:

David Adnum, Bristol Business School
Thomas Ahrens, University of United Arab Emirates
John Ahwere-Bafo, Royal Holloway, University of London
Jasim Al-Ali, Manchester Metropolitan University
Mohammed Al-Omiri, Umm Al-Qura University
Michael Anderson, Copenhagen Business School
Denise Ashworth, Manchester Metropolitan University
Richard Barker, Said Business School, University of Oxford
Ronnie Barnes, London Business School
Elisabetta Barone, Brunel University, London
Ken Bates, Victoria University of Wellington
Trond Bjornenak, Norwegian School of Economics and Business Administration
Niels Boberg Bøgh, Syddansk Universitet
Jane Broadbent, Royal Holloway, University of London
Michael Bromwich, London School of Economics
Werner Brugemann, University of Ghent
Ariela Caglio, Bocconi University
Salvador Carmona, IE University
Christopher Chapman, University of Bristol
Eleni Chatzivgeri, University of Westminster
Catherine Chen, Kings Business School
Peter Clarke, University College Dublin
Ciaran Collolly, Queen’s University Belfast
John Currie, National University of Ireland
Jay Dahya, Baruch College
Rui Dai, University of Bristol
Claire Dambrin, ESCP Europe
Shanta Davie, Newcastle University Business School
Zsuzsa Deli-Gray, ESSCA
Harin De Silva, Manchester Metropolitan University
Jeremy Dent, London Business School
Angelo Ditillo, Bocconi University
Robert Dixon, University of Durham
Hien Do
Roy Edwards, University of Southampton
José Paulo Esperança, ISCTE Business School, Portugal
Jeremy Fernando, Imperial College London
Florian Gebreiter, Aston University

AUTHORS’ 
ACKNOWLEDGEMENTS

F01 Management and Cost Accounting 32669.indd   22 21/03/2019   17:34



xxiiiAuthors’ acknowledgements  

Miles Gietzmann, Bocconi University
Tom Groot, University of Amsterdam
Frank Hartmann, Rotterdam School of Management
Joachim Hebrendt, Lüneburg University, Germany
Khamid Irgashev, Hult International Business School
Evelyn Kapteyn, Haagse Hogeschool
Peter Kajüter, University of Münster
Vicky Kiosse, Exeter University
Claes-Goran Larsson, Umea Universitet
Pingli Li, Southampton Business School
Lukas Löhlein, WHU – Otto Beisheim School of Management
Alan Lowe, Aston University/RMIT
Kari Lukka, Turku School of Economics
Maria Major, Nova School of Business and Economics, Portugal
Carolyn Malinowski, University of East London
Teemu Malmi, Aalto University
Alyson McLintock, University of Nottingham
Anette Mikes, HEC Lausanne
Tony Miller, Durham University
Yuval Millo, Warwick Business School
Falconer Mitchell, Edinburgh University
Jodie Moll, University of Manchester
Jan Mouritsen, Copenhagen Business School
Tahir Muhammad, Kingston University
Julia Mundy, University of Greenwich
Amanda Nayak, University of Birmingham
Bill Neale, Bradford University
Alexander Niess, ESC Rennes
Bill Nixon, University of Dundee
Deryl Northcott, AUT University
Vincent O’Connell, University of Amsterdam
Hiroshi Okano, Osaka City University
David Otley, Lancaster University
Jatin Pancholi, Middlesex University
Sepideh Parsa, Middlesex University
Mark Pilkington, University of Westminster
Mike Pogue, University of Ulster
Iver Poulsen, Syddansk Universitet
Iver Poulsen, Syddansk Universitet
Paolo Quattrone, Edinburgh University
Flemming Rasmusses, Technical University of Denmark
Leonardo Rinaldi, Royal Holloway, University of London
Hanno Roberts, Norwegian School of Management
Keith Robson, HEC Paris
Carsten Rohde, Copenhagen Business School
Robin Roslender, University of Dundee
Hanna Silvola, Aalto University
Prabhu Sivabalan, UTS
Peter Smidt, Vrije University, the Netherlands
Kazbi Soonawalla, University of Oxford
Heather Stewart, Southampton Institute of Higher Education
Bruno Theil, University of Angers
Mathew Tsamenyi, Birmingham University

F01 Management and Cost Accounting 32669.indd   23 21/03/2019   17:34



xxiv

Chin Bun Tse, University of Salford
Juhani Vaivio, Aalto University
Herman van der Meulen, Nijenrode University, the Netherlands
Gerrit Vjige, Twente University, the Netherlands
Fred Vlotman, Tilburg University, the Netherlands
Hassan Yazdifar, University of Salford
Luca Zan, Università degli Studi di Bologna, Italy

At Pearson Education Limited:

Andrew Muller, Content producer
Rebecca Pedley, Acquisitions Editor
Carole Drummond, Project Editor

Finally, we would like to thank the following professional accountancy bodies for their assistance 
and permission to reproduce copyright material:

The Association of Chartered Certified Accountants
The Institute of Chartered Accountants in England and Wales
The Institute of Chartered Accountants of Scotland
The Chartered Institute of Management Accountants
The Institute of Chartered Accountants in Ireland

Authors’ acknowledgements

F01 Management and Cost Accounting 32669.indd   24 21/03/2019   17:34



Text Credits:
2 CPA Canada: CPA Canada (6/6/2018) ‘Evolution of the CFO’ (https://www.cpacanada.ca/en/
members-area/profession-news/2018/june/evolution-of-the-cfo?utm_campaign=Event_
Newsletter&utm_medium=Newsletter_CPA_Canada&utm_source=PD_Event_Guide&utm_
content=Jun_6_2018) 7 Centaur Communications Ltd: Saul Lopes 13 Pearson Education Ltd: 
Harrison, G. and McKinnon, J. (2007) ‘National culture and management control’, in T. Hopper, 
D. Northcott and R. Scapens (eds) Issues in Management Accounting (Harlow: FT Prentice Hall). 
16 CBS Interactive: Samuels, M. (15.5.2018) ‘Successful IoT deployment: The Rolls-Royce 
approach’ (https://www.zdnet.com/article/successful-iot-deployment-the-rolls-royce-approach/) 
17 CBS Interactive: Samuels, M. (15.5.2018) ‘Successful IoT deployment: The Rolls-Royce 
approach’ (https://www.zdnet.com/article/successful-iot-deployment-the-rolls-royce-approach/) 
17 International Federation of  Accountants: Charles Tilley ‘Developing a future ready profession’ 
(May 2017) 18 International Federation of  Accountants: Charles Tilley ‘Developing a future ready 
profession’ ( May 2017) 18 Institute of  Chartered Accountants in England and Wales: Blockchain 
and the future of accountancy (2017) 20 Association of  International Certified Professional 
Accountants: Summary of Cima’s Code of Ethics, Association of International Certified 
Professional Accountants, https://www.cimaglobal.com/Professionalism/Ethics/CIMAs-code-at-
a-glance/ 38 Crain Communications, Inc.: Hetzner, C. (2017) Porsche CFO outlines how company 
will thrive in EV era http://europe.autonews.com/article/20171101/ANE/171029772/porsche-cfo-
outlines-how-company-will-thrive-in-ev-era (27/1/2018) 85 McKinsey & Company: Jean-François 
van Boxmeer, cited in https://www.mckinsey.com/business-functions/organization/our-insights/
heinekens-ceo-on-leading-a-150-year-old-company. Accessed 2/2/2018 100 Stock Analysis on Net: 
Exxon Mobil Corporation 2016 Annual Report (https://www.stock-analysis-on.net/NYSE/
Company/Exxon-Mobil-Corp/Analysis/Inventory) 106 Time Inc: Caroline Fairchild (2014), Does 
Levi Strauss still fit America?, http://fortune.com/2014/09/18/levi-strauss-chip-bergh/ 132 
McKinsey & Company: Lovallo, D. and Sibony, O. (2014) ‘Is your budget process stuck on last 
year’s numbers?’, McKinsey and Co., www.mckinsey.com/insights/corporate_finance. 208 
American Accounting Association: Christiansen, A. and Eining, M.M. (1994) ‘Software piracy – 
who does it impact?’, Issues in Accounting Education, 9(1), Spring 1994. Reproduced with permis-
sion from the American Accounting Association 210 Centre for Accounting Ethics.: Grant, R. 
(1993) ‘The ethical dilemma at Northlake’, CMA Magazine, March. Reproduced with permission 
from the Centre for Accounting Ethics. 212 Philip Allan Publishers: Innes, J. and Mitchell, F. 
(1988) ‘Electronic Boards plc’, in D. Otley, D. Brown and C. Wilkinson (eds) Case Studies in 
Management Accounting (Hemel Hempstead, UK: Philip Allan Publishers). Reproduced with 
permission. 216 The Financial Times Ltd: Ward, A. (2017) “BP targets deeper cost cuts to cope 
with cheaper oil (https://www.ft.com/content/c5217bca-7682-11e7-a3e8-60495fe6ca71) 258 
Harvard Business School Publishing: Kaplan, Robert S., and Srikant M. Datar. ‘The Co-operative 
Bank’, Harvard Business School Case, 195–196, March 1995. (Revised April 1997.) 292 The 
Financial Times Ltd: Parker, G. and Tetlow, G. (2017) ‘Fall of Carillion should herald end of out-
sourcing, says Corbyn’, Financial Times (17 January 2018); Plimmer, G. (2018) and ‘How out-
sourcing fell out of fashion in the UK’, Financial Times (9 February 2018) (www.ft.com/
content/983c4598-0d88-11e8-839d-41ca06376bf2). 298 The Financial Times Ltd: Bissell-Linsk, J. 
(2017) Nike’s focus on robotics threatens Asia’s low-cost workforce (https://www.ft.com/con-
tent/585866fc-a841-11e7-ab55-27219df83c97) 299 CNBC LLC: Jobs cuts at Lego Group are 
a  ‘one-o�, big move’, says Chairman Alexandra Gibbs | @alexgibbsy Published 6:07 AM ET 

PUBLISHER’S 
ACKNOWLEDGEMENTS

F01 Management and Cost Accounting 32669.indd   25 21/03/2019   17:34

https://www.cpacanada.ca/en/members-area/profession-news/2018/june/evolution-of-the-cfo?utm_campaign=Event_Newsletter&utm_medium=Newsletter_CPA_Canada&utm_source=PD_Event_Guide&utm_content=Jun_6_2018
https://www.cpacanada.ca/en/members-area/profession-news/2018/june/evolution-of-the-cfo?utm_campaign=Event_Newsletter&utm_medium=Newsletter_CPA_Canada&utm_source=PD_Event_Guide&utm_content=Jun_6_2018
https://www.cpacanada.ca/en/members-area/profession-news/2018/june/evolution-of-the-cfo?utm_campaign=Event_Newsletter&utm_medium=Newsletter_CPA_Canada&utm_source=PD_Event_Guide&utm_content=Jun_6_2018
https://www.cpacanada.ca/en/members-area/profession-news/2018/june/evolution-of-the-cfo?utm_campaign=Event_Newsletter&utm_medium=Newsletter_CPA_Canada&utm_source=PD_Event_Guide&utm_content=Jun_6_2018
https://www.zdnet.com/article/successful-iot-deployment-the-rolls-royce-approach/
https://www.zdnet.com/article/successful-iot-deployment-the-rolls-royce-approach/
https://www.cimaglobal.com/Professionalism/Ethics/CIMAs-code-at-a-glance/
https://www.cimaglobal.com/Professionalism/Ethics/CIMAs-code-at-a-glance/
http://europe.autonews.com/article/20171101/ANE/171029772/porsche-cfo-outlines-how-company-will-thrive-in-ev-era
http://europe.autonews.com/article/20171101/ANE/171029772/porsche-cfo-outlines-how-company-will-thrive-in-ev-era
https://www.mckinsey.com/business-functions/organization/our-insights/heinekens-ceo-on-leading-a-150-year-old-company
https://www.stock-analysis-on.net/NYSE/Company/Exxon-Mobil-Corp/Analysis/Inventory
https://www.stock-analysis-on.net/NYSE/Company/Exxon-Mobil-Corp/Analysis/Inventory
http://fortune.com/2014/09/18/levi-strauss-chip-bergh/
http://www.mckinsey.com/insights/corporate_finance
https://www.ft.com/content/c5217bca-7682-11e7-a3e8-60495fe6ca71
http://www.ft.com/content/983c4598-0d88-11e8-839d-41ca06376bf2
http://www.ft.com/content/983c4598-0d88-11e8-839d-41ca06376bf2
https://www.ft.com/content/585866fc-a841-11e7-ab55-27219df83c97
https://www.ft.com/content/585866fc-a841-11e7-ab55-27219df83c97
https://www.mckinsey.com/business-functions/organization/our-insights/heinekens-ceo-on-leading-a-150-year-old-company


xxvi

Tue, 5 Sept 2017 Updated 8:46 AM ET Tue, 5 Sept 2017 299 Guardian News and Media Limited: 
Neate, R. (6/3/2018)‘Lego reports first sales fall in 13 years, saying “there is no quick fix”’, 
Guardian https://www.theguardian.com/lifeandstyle/2018/mar/06/lego-sales-fall-growth-job-
cuts 349 PROS, Inc: Sean Cassidy (2016) Survey Shows Mixed Results on Pricing Maturity in the 
Manufacturing Industry https://www.pros.com/blog/pricing/survey-shows-mixed-results-on-pricing- 
maturity-in-the-manufacturing-industry/ 356 The Electronic Urban Report: H&M’s Profits Plunge 
Following Racist ‘Coolest Monkey’ HOODIE AD NY MAGEE April 1, 2018 356 Business Insider: 
H&M is caught in a ‘vicious cycle’ of discounting, and now it’s found itself with a mountain of 
unsold clothes – here’s how it got there, MARY HANBURY April 3, 2018 356 The Electronic 
Urban Report: H&M’S Profits Plunge Following Racist ‘Coolest Monkey’ HOODIE AD NY 
MAGEE April 1, 2018 366 McKinsey & Company: Do you have a long-term pricing strategy?, By 
Walter L. Baker, Michael V. Marn, and Craig C. Zawada, October 2010 375 Manuseto Ventures: 
Why Every Amazon Meeting Has at Least 1 Empty Chair 375 Times Internet Limited: Amazon 
CEO Je� Bezos explains his famous one-character emails, known to strike fear in manager’s 
hearts, APR 22, 2018 386 Reed Hastings: Netflix CEO Reed Hastings: Sleep Is Our Competition 
386 CBS Interactive: AT&T’s Time Warner takeover knocks over media and tech dominoes, By 
Joan E. Solsman, June 13, 2018 390 Johnson & Johnson Services: 6 Super Sustainable Johnson & 
Johnson Sites Around the World, By Nicole Frehsee Mazur, March 13, 2018 416 Philip Allan 
Publishers: Adapted from Otley, D. (1988) ‘Permaclean Products plc’, in D. Otley, D. Brown and 
C. Wilkinson (eds) Case Studies in Management Accounting (Hemel Hempstead, UK: Philip 
Allan Publishers). Reproduced with permission 418 Richard Ivey School of  Business Foundation: 
The Good Night Motel copyright © 2012, Richard Ivey School of Business Foundation 428 
Unilever: Unilever Annual Report and Accounts 2017 428 McKinsey & Company: Fitzpatrick, 
M. and Hawke, K. (2015) ‘The return of zero based budgeting’ McKinsey Quarterly August 428 
The Financial Times Ltd: Guthrie, J. (21/2/2018) ‘How and when zero-based budgeting boosts 
corporate productivity’ Financial Times 429 Haymarket Business Publications Ltd: Hopwood, 
A. (1974) Accounting and Human Behaviour (London: Haymerket). Reproduction with permis-
sion from Haymarket Business Publications Ltd. 440 Longview Solutions: Longview Solutions 
(2014) ‘Longview Case Study: 24 Hour Fitness’ (http://info.longview.com/CaseStudy-24Hour 
Fitness.html); 24 Hour Fitness, ‘About Us’ (www.24hourfitness.com/company/about_us/ accessed  
March 2016). 474 Starbucks Corporation: Annual Report Pursuant to Section 13 or 15(d) of the 
Securities Exchange Act of 1934 for the Fiscal Year Ended October 2, 2016 474 The Motley Fool: 
Starbucks Puts Its High-End Strategy to the Test, Daniel B. Kline, Sep 11, 2017 477 Chipotle 
Mexican Grill, Inc: Annual Report & Proxy Statement © 2017 Chipotle Mexican Grill Inc.); 
http://ir.chipotle.com/static-files/36392fb6-f6ca-488e-82bd-ac�874509a1 508 William Lever: 
William Lever 508 H. Itami: This exhibit is a modification of one suggested by H. Itami. 509 The 
Financial Times Ltd: Gapper, J. (9 May 2018) Memo from Amazon: tell a good story (https://
www.ft.com/content/386e57b2-52a9-11e8-b3ee-41e0209208ec) 550 Philip Allan Publishers:  
Mitchell, F. (1988) ‘Zeros plc’, in D. Otley, D. Brown and C. Wilkinson (eds) Case Studies in 
Management Accounting (Hemel Hempstead, UK: Philip Allan Publishers). Reproduced with 
permission 552 American Accounting Association: Adapted from a case written by Govindarajan, 
V. and Shank, J. (1989) ‘Profit variance analysis: a strategic focus’, Issues in Accounting Education, 
Fall, pp. 396–410. Reproduced with permission from the American Accounting Association 
558 Volkswagen AG: Extensive revision of Volkswagen Group management structure decided 
558 The Financial Times Ltd: Rolls-Royce executive first high-profile casualty of shake-up, Peggy 
Hollinger, Industry Editor May 9, 2018 560 Bloomberg L.P: www.businessweek.com/arti-
cles/2014-07-17/microsoft 560 CNBC LLC: (2018) Robert Ferris, Tesla to cut 9% of jobs in ‘dif-
ficult but necessary’ reorganization 572 The Financial Times Ltd: Multinationals seek cover as 
EU begins tax avoidance battle, Vanessa Houlder in London and Christian Oliver and Jim 
Brunsden in Brussels October 21, 2015 606 Independent News: https://www.independent.co.uk/
news/business/news/norway-wealth-fund-ceo-pay-curb-bonuses-incomes-a8077731.html 606 The 

  Publisher’s acknowledgements

F01 Management and Cost Accounting 32669.indd   26 21/03/2019   17:34

https://www.theguardian.com/lifeandstyle/2018/mar/06/lego-sales-fall-growth-job-cuts
https://www.theguardian.com/lifeandstyle/2018/mar/06/lego-sales-fall-growth-job-cuts
https://www.pros.com/blog/pricing/survey-shows-mixed-results-on-pricing-maturity-in-the-manufacturing-industry
https://www.pros.com/blog/pricing/survey-shows-mixed-results-on-pricing-maturity-in-the-manufacturing-industry
http://info.longview.com/CaseStudy-24HourFitness.html
http://info.longview.com/CaseStudy-24HourFitness.html
http://www.24hourfitness.com/company/about_us/
http://ir.chipotle.com/static-files/36392fb6-f6ca-488e-82bd-ac˚874509a1
https://www.ft.com/content/386e57b2-52a9-11e8-b3ee-41e0209208ec
https://www.ft.com/content/386e57b2-52a9-11e8-b3ee-41e0209208ec
http://www.businessweek.com/articles/2014-07-17/microsoft
http://www.businessweek.com/arti-cles/2014-07-17/microsoft
https://www.independent.co.uk/news/business/news/norway-wealth-fund-ceo-pay-curb-bonuses-incomes-a8077731.html
https://www.independent.co.uk/news/business/news/norway-wealth-fund-ceo-pay-curb-bonuses-incomes-a8077731.html


xxvii  Publisher’s acknowledgements

Financial Times Ltd: https://www.ft.com/content/ee6be4ea-9318-11e7-bdfa-eda243196c2c 586 
SBS: Commonwealth Bank chief executive Ian Narev took a 55 per cent pay cut in what looks like 
being his final full year at the helm of Australia’s largest bank.14 August 2017 593 Pearson 
Education Ltd: Business International (1989, 1992b); Stewart (1994). 593 BBC: Lloyds Bank’s 
Horta-Osorio defends £1.7m bonus to BBC, 13 February 2014 601 Unilever: The tao of Paul 
Polman, By Lillian Cunningham May 21, 2015 601 Fortune: Motivate Without Spending Millions 
602 Transparency International: Corruption Perceptions Index 2015 604 Johnson & Johnson: 
Our Credo https://www.jnj.com/credo/ 615 Philip Allan Publishers: Emmanuel, C.R. (1988) 
‘BBR plc’, in D. Otley, D. Brown and C. Wilkinson (eds) Case Studies in Management Accounting 
(Hemel Hempstead, UK: Philip Allan Publishers). Reproduced with permission. 603 Caterpillar 
Tractor: Caterpillar Tractor’s ‘Code of Worldwide Business Conduct and Operating Principles’ 
625 PUMA SE: Mission statement from Puma 625 just-style: In the money: Forever Faster strat-
egy to drive Puma turnaround’ Feb 2014 625 Carnyx Group Ltd: How Puma entered India as a 
latecomer and still became a leading sportswear brand By Taruka Srivastav 05 December 2017 
626 Carnyx Group Ltd: How Puma entered India as a latecomer and still became a leading 
sportswear brand By Taruka Srivastav 05 December 2017 631 CincSystems: Rousseau, Y. and 
Rousseau, P. (2000) ‘Turning strategy into action in financial services’, CMA Management, 
December–January, pp. 25–29 632 Emerald Group Publishing Limited: Contemporary issues on 
the balance scorecard, Hanne Nørreklit, Falconer Mitchell, (2014) 632 Elsevier: Hoque, Z. (2014) 
‘20 years of studies on the balanced scorecard: trends, accomplishments, gaps and opportunities 
for future research’, British Accounting Review, 46(1), pp. 33–59 633 Mark Zuckerberg: Mark 
Zuckerberg 634 ESSEC Business School: Tableau de bord and French reaction on the balanced 
scorecard’ paper presented at the EAA Conference, Athens 18-20 April, p. 30 (Bourguignon, A., 
Malleret, V. and Norreklit, H. 2001), 636 European Accounting Association: Chiapello, E. and 
Lebas, M. (1996) ‘The tableau de bord, a French approach to management information’, paper 
presented at the 19th Annual Congress of the European Accounting Association, Bergen, Norway, 
2–4 May 667 TechEmergence: Inventory Management with Machine Learning – 3 Use Cases in 
Industry, February 20, 2018 by Jon Walker 667 Doug McMillon: 3 predictions for the future of 
retail – from the CEO of Walmart 701 Institute of  Management Accountants: Beware the New 
Accounting Myths Calvasina, Richard V; Calvasina, Eugene J; Calvasina, Gerald E. Management 
Accounting; Montvale Vol. 71, Iss. 6, (Dec 1989): 41 706 Big Innovation Centre: The Business of 
Artificial Intelligence: What It Can – and Cannot – Do for Your Organization, By Niki Iliadis, 
July 20, 2017 706 Harvard Business School Publishing: Why Porter’s Model No Longer Works 
Nilofer Merchant February 29, 2012 711 Chartered Institute of  Management Accountants: 
CIMA (2007) CIMA Strategy Scorecard: Boards Engaging in Strategy (London: CIMA). 711 
Association of International Certified Professional Accountants: https://www.cgma.org/resources/
tools/essential-tools/cima-strategic-scorecard.html 712 Organisation for Economic Co-operation 
and Development: http://www.oecd.org/corporate/principles-corporate-governance.htm 712 
Organisation for Economic Co-operation and Development: OECD Global Forum on Responsible 
Business Conduct Summary Report (29/6/2017) https://mneguidelines.oecd.org/global-forum/
GFRBC-2017-Summary-Report.pdf 718 Reuters: https://uk.reuters.com/article/uk-bp-deepwaterho-
rizon/bp-deepwater-horizon-costs-balloon-to-65-billion-idUKKBN1F50O6 712 IFAC: http://
www.ifac.org/store 714 IISD: Sustainable Development 726 Institute of  Management Accounting 
Practice: Adapted from Prather-Kinsey, J. (2001) ‘High-Tech Limited’, Cases from Management 
Accounting Practice, Volume 16 (Montvale, New Jersey: Institute of Management Accounting 
Practice). 733 Thunderbird School of  Global Management: Copyright © 2017 Thunderbird 
School of Global Management. 737 Institute of  Management Accounting Practice: Adapted 
from Shank, J. and Carr, L. (2002) ‘Osram’, IMA Cases from Management Accounting Practice, 
Volume 17 (Montvale, New Jersey: Institute of Management Accounting Practice). 780 CIMA: 
CIMA 2010 Chartered Management Accounting Qualification – Answers for Specimen 
Examination Paper P1. Published November 2009.

F01 Management and Cost Accounting 32669.indd   27 21/03/2019   17:34

https://www.ft.com/content/ee6be4ea-9318-11e7-bdfa-eda243196c2c
https://www.jnj.com/credo/
https://www.cgma.org/resources/tools/essential-tools/cima-strategic-scorecard.html
http://www.oecd.org/corporate/principles-corporate-governance.htm
https://mneguidelines.oecd.org/global-forum/GFRBC-2017-Summary-Report.pdf
https://uk.reuters.com/article/uk-bp-deepwaterhorizon/bp-deepwater-horizon-costs-balloon-to-65-billion-idUKKBN1F50O6
https://uk.reuters.com/article/uk-bp-deepwaterhorizon/bp-deepwater-horizon-costs-balloon-to-65-billion-idUKKBN1F50O6
http://www.ifac.org/store
http://www.ifac.org/store
https://www.cgma.org/resources/tools/essential-tools/cima-strategic-scorecard.html
https://mneguidelines.oecd.org/global-forum/GFRBC-2017-Summary-Report.pdf


    xxviii

Photographs:
17 Getty Images: Corbis/HBSS/Getty Images 100 Alamy: B Christopher/Alamy Stock Photo 106 
Pearson Education, Inc: Naki Kouyioumtzis/Pearson Education, Inc. 163 Shutterstock: Kharkhan 
Oleg/Shutterstock 336 Shutterstock: alexandre17/Shutterstock 474 Shutterstock: Pe3k/
Shutterstock 477 Alamy: Kristo�er Tripplaar/Alamy Stock Photo 593 Alamy: Peter Marshall/
Alamy Stock Photo 625 Shutterstock: Sergei Prokhorov/Shutterstock 633 Alamy: dpa picture 
alliance/Alamy Stock Photo 645 Shutterstock: Ritu Manoj Jethani/Shutterstock

All chapter opener images © dem10/E+/Getty Images

All other images © Pearson Education

In some instances we have been unable to trace the owners of copyright material, and we would 
appreciate any information that would enable us to do so.

  Publisher’s acknowledgements

F01 Management and Cost Accounting 32669.indd   28 21/03/2019   17:34



Management and cost  
accounting fundamentals

The first part of the book is intended to provide an introduction to fundamental 
concepts and ideas in management and cost accounting. Chapter 1 considers the role 
of accounting and accountants in organisations. Chapters 2–7 discuss relevant 
technical and broader organisational issues in the design and functioning of cost 
systems. Specifically, Chapter 2 provides an introduction to costing terminology and 
its aims. Chapters 3 and 4 discuss what might be considered ends of a continuum in 
costing systems: job order costing and process costing. Chapter 5 addresses 
fundamental cost allocation issues while Chapter 6 deals with joint-costing situations. 
The final chapter in this part discusses absorption costing and variable costing as two 
distinct approaches to stock costing.
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