
Index

4 Ps marketing strategy 179�180
5 forces (Porter) 178

Absolute profit 296�297
Absorption costing 251�255, 260
Academic research 60�62, 386�387
Accountability 3�5
Accountant, fundamental principles 75�76
Accounting
critical perspective 13�15
definitions 3�5
financial vs management 12�13
functions 5�6
history 6�7
human resource 358
lean 363�365
limitations 11, 135�138
overview 3�16
principles 37�39
recent developments 10�12
role 7�8, 8�10

Accounting entity 37
Accounting equation 35�36
Accounting in action 66
Accounting period 37
Accounting rate of return (ARR) 279�281
see also return on investment (ROI)

Accounting Standards Board (ASB) 85, 112
Accounting system 31
Account types 31
Accruals accounting 94�95
see also matching principle

Accuracy, product costing 377�378
Acid test ratio 117
Activity-based budgeting (ABB) 312
Activity-based costing (ABC) 249, 256�258, 348
cost pools 256�258

Activity-based management (ABM) 11, 358�360
Activity/efficiency ratio 118, 126, 132, 133
Adaptation, change management 400
Advanced manufacturing technology (AMT) 263
Adverse selection 104
Advocacy threats 75
Agency theory 63�65, 104�105

contract 56
rational-economic perspective 142

Alexander, D. 261
Allocation systems

cost accounting 378�380, 382�383
two-stage systems 378�379, 382
unavoidable costs 192
see also overhead allocation

Alternative perspectives
budgetary control 348, 395
cybernetics 59, 65
financial statements 138, 142�143
Foucaultian perspective 410, 425�427
functionalism 65
institutional theory 65, 415�417, 420
management accounting 44�58, 422�425, 427
natural perspectives 63
non-rational perspectives 59�80
radical perspectives 65, 68�70, 398
social constructionism 65�67, 409, 415, 420�421
see also critical perspectives; interpretive perspectives;
rational-economic perspectives

Amazon 170
Amortization 96
Annual impairment test 99
Annual Reports 111�112
Ansoff, H.L. 276
Anthony, R. 44�45, 48, 51, 310, 389�391, 393, 395
Apple 38
Application controls 176
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Arbitrary cost allocation 260
Armstrong, M. 228
ARR see Accounting rate of return (ARR)
ASB see Accounting Standards Board (ASB)
Assets

Balance Sheets 92�94
financial statements 87, 92�94
IASs 97
leases 99�100
transaction recording 31

Asset turnover ratio 118
Attention-directing accounting function 5
Audit committees 25
Audits 25
automatic teller machines (ATMs) 197
Avoidable costs 193, 212

Backflush costing 363
BACS (Bank Automated Clearing System) 197
Bad debts 120
Balanced Scorecard 12, 51, 52�55, 56, 217, 356, 401
Balance Sheets 7, 83, 85, 128�129

Carrington Printers 135�138
depreciation 95�96
financial position 92�94
historic cost 38
leases 100
Medici family 6
ratio analysis 129
transaction recording 35�36

Batch manufacture 156
Batch-related costing activities 259
Bedeian, A.B. 389
Beer, S. 394, 397
Behavioural aspects 65, 180�181, 263�269, 395�396,

398
Benchmarking 135
Berry, A.J. 45, 206, 324, 373, 374, 388, 389�406
Beyond Budgeting Round Table 325�326
Bias, forecasting 324
Bill of materials 205, 245
Bottlenecks 211�212
‘Bottom line’ management 141�142, 450, 452�453,

454�455, 457, 460 462�465
Bottom-up budgets 312
Bounded rationality 55
BP Deepwater Horizons accident 113
BPR see Business process re-engineering (BPR)
Braverman, H. 422
Breakeven, CVP analysis 181�188

with multiple products 185�186
Breakeven point 183, 185
Broadbent, J. 373, 374, 388, 389�406

Buckley, A. 324
Budget cycle 312
Budgetary control 333�353, 395

cost control 347�348
flexible budgeting 334�335
variance analysis 333�353

Budget-conscious managers 346
Budgeting 310�332

behavioural perspectives 323�325
budgeting cycle 312
cash forecasting 319�323
contingency theory 412�414
control 333�353, 395
critical perspective 325�326
definition 310�311
EuroRail 454
examples 314�319
Foucaultian perspective 426�427
interpretive perspective 418�421
organizational culture 442, 454�455
overhead rates 251�255
power 324, 419�421
processes 311�313
resource dependency theory 418
Sports Stores Co-operative Ltd 316�317
Superior Hotel 314�315
Svenska Handelsbanken 326�327
Telcon Manufacturing 317�319

Bureaucratization 414�415
Business aspects

culture 449, 460�462, 463�464
events 30�31
units 293�309, 402

Business Excellence model 11
Business-to-business activities (B2B) 171
Business-to-consumer sales (B2C) 170
Business organizations, structure of 293�296
Business processes 173�174
Business process re-engineering (BPR) 174, 398,

400, 402
Business-wide budgeted overhead rates 251�255

Calculations, profit 31
Call Centre Services plc 241�242
Capacity utilization 209�211, 218�220
Capital

Balance Sheets 92�94
calculating capital 31
decision-making 276�292
employed 18
expenditure (cap ex) 36, 456
intellectual capital 138�139
maintenance 88
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markets 17�18
transaction recording 35
working capital 36, 117
see also investment

Capitalism 13�15, 422�423
Capitalizing assets 95
Capitalizing expenses 36
Carrington Printers 135�138
Case studies
budgeting 326�327, 351�353
Call Centre Services plc 241�242
Carrington Printers 39, 135�138
Carsons Stores Ltd 331�332
Database Management Company 234�236
decentralized organizations 299�301
easyJet 71�73
Enron 76
EuroRail 374
General Machinery Ltd 149�151
Goliath Co. 286�288
Helo Pty Ltd 157
HMV Group 127�134
Internet Service Provider 309
investment appraisal 286�288
job costing 157�158
Kazoo 158�159
long-term contract costing 159�160
Macro Builders 160
Majestic Services 299�301
marketing 194�196
Marquet Company 197
operating decisions 218�223
Paramount Services plc 147�149
performance evaluation 299�301
Planet Engineering 222�223
pricing for capacity utilization 218�220
process costing 158�159
Quality Bank 267�269
Quality Printing Company 218�220
Retail Stores plc 194�196
segmental profitability 194�196
Serendipity Ltd 309
Supertech 198�199
Svenska Handelsbanken 326�327
Swift Airlines 226�227
Tektronix Portables 266�267
TNA 365�366
Trojan Sales 236�237
Vehicle Parts Co. 220�221
Voxic Ltd 158
White Cold Equipment plc 351�353
WorldCom 77
see also examples

Cash
cash accounting 94
cash cost 40
double entry accounting 32
equivalents 101
forecasting 319�323

Cash flow, budgeting 319
Carrington Printers 135�138
Cash Flow Statements 83, 101�102, 112

decision-making 276�292
discounted cash flow 282�285
investment appraisal 277�279
net present value 282�284
strategic investment 277�279, 282�285
SVA 20

Cash value added (CVA) 284
Chairman’s report, Annual Reports 111
Chandler, A.D.J. 6, 294
Change

accounting roles 248�250
control environment 400
cultural change 445, 461, 464
EuroRail 449�459

Chartered Institute of Management Accountants 9, 13
Child, J. 293
Classical management theorists 398
Classification, costs 243�247
Closed systems 63, 394�395, 396�397, 398
Collier, P.M. 206
Companies Act 2006 85, 112
Companies see Organizations
Comparability, financial statements 87
Competition 402
Complex systems control 393�394
Comprehensive cost systems 385
Computerization 11�12
Conflict

critical perspectives 421�425
power issues 69
radical perspectives 68

Conformability, research 429
Conformance costs 217
Conservative accounting 39

see also traditional accounting critiques
Consistent accounting 39
Constraints theory 211�212
Contingency theory

control 176, 396�397, 412�414
decision-making 260�261
open systems 63, 65
organizational theories 373, 410�414, 427

Continuous improvement 217, 347, 400
Continuous manufacture 156
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Contract 56, 104
Contribution accounting 452
Control 44�58, 373, 388, 389�406

budgeting 333�353, 395
contingency theory 396�397, 412�414
contract 104
critical perspective 348, 397�398
current issues 401�402
cybernetic control 46, 59, 65
definitions 44�45, 390�392
environmental issues 399�403
Foucaultian perspective 425�427
future development 399�403
information systems 176�177
internal control 26�27
literature 373, 393�399
macro perspectives 402
Management Control Association 398
MCS 391, 393�395, 398, 399, 401, 403
organizational culture 67�68
planning 45, 47�51
power 70�71, 391
research 389�406
reviews 389�392
systems design 261
technocratic 67

Controllability
decentralized organizations 298�299
profit 298

Conversion costs 156
Cooper, D.J. 264
Cooper, R. 249, 373, 375�387
Corporate governance 23�26
Corporate Report 140
Corporate social and environmental reporting see Social

accounting
Corporate social responsibility 27, 140�141
Corrective action, variances 336
Cost see Costs
Cost accounting 8, 373, 376�387

allocation systems 378�381, 382�383
complexity problems 380�381
comprehensive systems 385
diseconomies of scope 384
fixed-cost allocations 379
marginal costing 379
product cost accuracy 377�378
transaction costing 381�383, 385
two-stage allocation systems 378�379, 382

Cost centres
budgeted overhead rate 251
decentralized organizations 295
performance evaluation 295

Cost down 347
Cost formulas, inventory 153�154
Cost improvement 348
Cost of goods sold 33
Cost of sales 33
Cost-plus pricing 188�189, 302
Costing

ABC 256�258, 312, 348
absorption costing 251�255, 260
kaizen costing 362
lifecycle costing 360�361
long-term product costing 385
spare capacity 208�209
standard costing 205, 425, 426
target costing 361�362

Costs
allocation basis 260
avoidable costs 192, 193, 212
batch-related activities 259
cash cost 40
cause-and-effect basis 260
classification 243�247
control 347�348
conversion 152, 156
cost behaviour 180�181
cost of capital 18
cost objects 40
definition 39
drivers 256�257, 348, 385
easyJet 71�73
equipment replacement 213�214
EuroRail 453�454
external failure 218
facility-sustaining activities 259
flow 153
goods sold 153
internal failure 218
inventory 152�154
labour 229�234
marginal cost 181, 302, 379
measurement 218
operating decisions 212�217
period costs 243�245
pools 256�257, 259
prevention 218
prime costs 246
product costs 243�245, 259, 376�387
purchase 152
quality issues 217�218
relationships 246
sales 244
support departments 380�383
terms and concepts 39�41
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transaction costs 104, 304�305, 381�383, 385
unavoidable costs 192
unit costs 259, 383
variances 339�340, 345
weighted average cost of capital 18
see also expenses; fixed costs; overheads;

variable costs
Cost�volume�profit (CVP) analysis 181�188
breakeven 183�185, 185�186
limitations 187�188
margin of safety 185
operating leverage 186�187

Covaleski, M.A. 265, 324, 373, 407, 408�438
Creative accounting 74
Credibility 429
Credit 32
Creditors 32, 92, 119, 121
see also liabilities

Critical perspectives 13�15, 59�80, 373, 421�425
budgetary control 348
budgeting 325�326
contingency theory 410
control 348, 397�398
critical theory 68�70
easyJet 73
financial statements 142�143
Foucaultian perspective 425�427
labour process 422�425, 427
organizational/sociological theories 410,

421�425
performance evaluation 305�306
shareholder value 27
see also alternative perspectives

Culture 397, 401, 402, 443�445
see also organizational culture

Current assets 92
Current liabilities 92
Customer order processing 174
Customer profitability analysis 196�199
Customer relationship management 179, 356
Custom manufacture 156
CVA see Cash value added (CVA)
CVP see Cost�volume�profit (CVP) analysis
Cybernetics
alternative perspectives 59, 65
closed rational perspective 395
control 46, 59, 65
systems theory 393�394

Czarniawska-Joerges, B. 324

Database Management Company 234�236
Data collection methods 170�171
Data warehouse 172

Days’ sales 119�120
Days’ sales outstanding (DSO) 133
DCF see Discounted cash flow (DCF)
Debt 18�19, 31, 32, 95, 117�118
Debtors 6, 32, 92, 119
Decentralized organizations 296�304

absolute profit 296�297
case study 299�301
controllability 298�299
cost centres 295
investment centres 295
performance evaluation 296�298
profit centres 295
residual income 297�298
ROI 297

Decision-making 5, 59�80
accounting definitions 3�5
capital investment 276�292
contingency theory 411�412
EuroRail 455�456, 457
human resources 228�242
institutional theory 419
investment appraisal 277�279
marketing 178�202
operations 203�227
shareholder value 20
strategic investment 276�292

Decision support systems (DSS) 172
Dent, J.F. 264, 265,373, 374, 439, 440�470
Dependability, research 429
Depreciation 95�96
Design, control systems 260
Diagnostic Related Groups (DRGs) 427
Differentiation 357
Direct costs 245�247
Direct labour 229
Direct labour cost per unit of production 229
Direct labour hours 378�380
Direct materials 245
Directors

corporate governance 23, 25, 26
responsibilities 24�25

Dirsmith, M.W. 324, 373, 407, 408�438
Discounted cash flow (DCF) 282�285
Discount rates 282�285, 288
Discourse, critical theory 69
Diseconomies of scope 384
Distortion, cost accounting 375, 376�387
Distribution requirements planning (DRP) 172
Dividend payout ratio 122
Dividend per share 122
Dividends 18, 91, 122, 133
Dividend yield 122
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Divisional business structures 294�295
performance measurement 296�298
see also business aspects

DMAIC 217
Double entry accounting 32�35
Doubtful debts 95
DRGs see Diagnostic Related Groups (DRGs)
Drivers

cost 256�257, 348, 385
shareholder value 20, 21

DuPont 7, 297

Earnings before interest, taxes, depreciation and
amortization (EBITDA) 96

Earnings before Interest and taxes (EBIT) 90, 125
Earnings management 38, 74
Earnings per share ratio 123, 126
EasyJet 71�73
EBIT see Earnings before interest and taxes (EBIT)
EBITDA see Earnings before interest, taxes, depreciation

and amortization (EBITDA)
Economic Value Added (EVA) 21
Efficiency

activity/efficiency ratio 118, 126, 132, 133
Foucaultian perspective 426
labour variances 343�344
variable overhead variance 345

EFTPOS (electronic funds transfer at point of sale) 197
Eighty/twenty rule 120
Elastic demand 189
Electronic data interchange (EDI) 171
Electronic funds transfer at point of sale (EFTPOS) 170
Electronic point-of-sale (EPOS) 170
Elements, financial statements 87�88
Emergent properties, systems 394
Emmanuel, C. 293
Employee Benefits (IAS19) 97
Enron 10, 24, 74, 76, 84, 143
Enterprise resource planning (ERP) 11, 55, 172, 173, 174,

176, 356
Entity principle 37
Environmental Cost Management 218
Environmental issues 140, 399�403
Equipment replacement 213�214, 220�221
Equity, definition 18, 92�93
Equivalent units 156
Errors, forecasting 324
Ethics 74�77, 135

see also moral issues
Ethnomethodology 415, 416, 417
Excellence model
EuroRail (ER) study 374, 439, 440�470

accounting and culture 459�463

change dynamics 449�459
organization overview 447�449
research method 445�447

Evaluation
budgetary information 346
investment 277�279, 286�288
performance 293�309

EVA see Economic Value Added (EVA)
Examples

budgeting 314�319
fixed/variable costs 180�181
manufacturing 317�319
see also Case studies

Executive information systems (EIS) 172
Expenditure, EuroRail 456
Expenses

capitalizing expenses 36
disclosure 90
period costs 244
transaction recording 31

Expert systems 173
External failure costs 218

Facility-sustaining activity costs 259
Failure costs 218
Familiarity threats 75
FASB see Financial Accounting Standards Board (FASB)
Feedback control 44

budgetary control 333, 335
control research 390�392
cybernetics 393�394

Feedforward control 44, 47, 48, 49, 55, 56, 393
Finance leases 99
Financial accounting 5, 22�23

vs management accounting 12�13
recent developments 10�12

Financial Accounting Standards Board (FASB) 84
Financial control 392
Financial information 35�37
Financial management 18
Financial position 92�94
Financial Reporting Council 24
Financial Reporting Review Panel 85
Financial reports

accruals accounting 94�95
agency theory 104�105
critical perspective 105, 138, 142�143
Annual Reports 111�112
capital maintenance 88
Cash Flow Statements 101�102, 112
comparability 87
critical perspective 424
depreciation 95�96
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directors’ responsibilities 24�25
elements 87�88
financial position 92�94
Framework 83, 84�89
historical records 424
IFRSs 84�85
interpretation 111�151
liabilities 87, 92
limitations of 135�138
objectives 86
qualitative characteristics 86�87
ratio analysis 113�116
role 7�8
theoretical perspective 103�105
see also Balance Sheets; Income Statements

Financial Statements 5, 9, 39, 83, 84�88, 162, 179, 251,
263

constructing 83�110
context 113
interpretation of 111�151

Finished goods 153, 205
First-in-first-out (FIFO) 154, 155, 159, 162
Fisher, J. 260
Fitzgerald, L. 207, 208
Fixed assets 92
Fixed costs
allocations 379�380
budgetary control 334
comprehensive cost systems 385
example 180�181
fixed cost variance 345

Flexible budgeting 334�335, 337�338
Flowcharting 174
Follett, Mary Parker 392
Ford Motor Co. 305
Forecasting 311, 319�323
Foucaultian perspective 410, 425�427
Foucault, Michel 425�427
Framework for the Preparation and Presentation of

Financial Statements (Framework) 83, 84�88
Free cash flows 20
Full cost 189, 302, 376�377
Functionalism
alternative perspectives 65
contingency theory 411, 414
control 399
knowledge paradigms 65

Functional organization structure 294�295
Future cost 40

GAAPs see Generally Accepted Accounting Principles
(GAAPs)

Gains, disclosure 89

Galbraith, J.R. 294
‘Garbage can’ decision-making approach 62-
Gearing ratios 117�118, 126, 132
Gender issues 402�403
General Electric Co. 297
General Machinery Ltd 149�151
Generally Accepted Accounting Principles (GAAPs) 10, 84
General Managers, EuroRail 453�459
General Motors 7, 305
Giglioni, G.B. 389
Global harmonization 84
Global Reporting Initiative (GRI) 142
Goal congruence 103
Going concern basis, financial reporting 39
Goliath Co. case study 286�288
Goodwill 98�99
Gosselin, M. 260
Govindarajan, V. 310
Graphical user interface (GUI) 173
‘Green’ issues 402
GRI see Global Reporting Initiative (GRI)
Gross margin 90, 116, 382
Gross profit 90

Harmonization
financial reporting 261
global harmonization 84

Historic cost 38, 40, 88
Hitachi 263
HMV Group 127�134
Hobsbawm, E. 13, 14
Hofstede, G.H. 389, 391, 395, 412
Hopper, T. 60, 62, 65, 422�424
Hopwood, A.G. 346�347, 396
Horizontal control mechanisms 401
Hotel budget example 314�315
Human relations 411�412
Human resource accounting 358
Human resources 228�242
Human sciences 425�426

IASB see International Accounting Standards Board
(IASB)

IASs see International Accounting Standards (IASs)
IFRSs see International Financial Reporting Standards

(IFRSs)
Impairment assessments 97
Impairment testing 98�99
Impairment of Assets (IAS36) 97
Income

income tax 91, 93, 320, 322
profitability 89
transaction recording 31
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Income Statements 83, 89�92
Annual Reports 112
depreciation 95�96
leases 100
see also financial reports

Incremental budgets 311
Indirect costs 229�231
Individualization 425�427
Individual theories 67
Industrial Revolution 6, 8, 13
Inelastic demand 190
Inflation 135
Information accounting

agency theory 104�105
budgetary evaluation 346
definition 3
financial information 35�37
ratio analysis 125�127

Information asymmetry 104
Information management (IM) 170
Information systems 169�77

business processes 173�174
development 176�177
internal controls 174�176
types 171�173

Information technology (IT) 11�12, 169
Institutional investors 140
‘Institutionalization’ 420
Institutional theory

alternative perspectives 65, 415�417, 421�422
ER 462
financial statements 139�140
interpretive perspective 414�417, 420
organizations 140

Intangible assets 92, 97
Intangible Assets (IAS38) 97
Integrative aspects, control 399
Intellectual capital 138�139
Interest

cash flow 101
EBIT 90, 125
EBITDA 96
equity 91, 92�93
gearing ratios 117�118, 126
leases 99�100
operating profit 90
PBIT 90, 125
winning sales 198�199

Interest cover ratio 117�118
Internal control 26�27, 174�176
Internal failure costs 218
Internal rate of return (IRR) 284�285
International accounting comparisons 261�263

International Accounting Standards Board
(IASB) 84

International Accounting Standards Committee
(IASC) 84

International Accounting Standards (IASs) 97
see also International Financial Reporting

Standards (IFRSs)
International Financial Reporting Standards

(IFRSs) 10, 83, 84�88,106�107, 261
Framework 83, 84�88
IAS1 Presentation of Financial Statements 94, 97
IAS2, Inventory 97, 152, 250, 259
IAS11, Construction Contracts 97
IAS16, Property, Plant and Equipment 97
IAS17, Leases 97
IAS19, Employee Benefits 97
IAS21, Foreign Exchange 98
IAS36, Impairment of Assets 97
IAS37, Provisions, Contingent Liabilities and

Contingent Assets 97
IAS38, Intangible Assets 97
IAS39, Financial instruments 98
IFRS2, Share Based Payment 97

International Standards Organization (ISO)
ISO 9000 217, 218
ISO 14000 218

Interpretation, financial statements 111�151
Interpretive perspectives 59�80, 373, 414�421

budgetary control 348
easyJet 71�73
EuroRail study 464
financial statements 142�143
institutional theory 415�417, 420�421
knowledge paradigms 65
management accounting 61
organizational/sociological theories 410, 414�421,

430�431
radical perspectives 65
social constructionism 65�67
see also alternative perspectives

Intimidation threats 75
Inventory 33, 90, 95�96, 315, 316�317
Inventory accounting 152�165
Inventory (IAS2) 97
Investment

appraisal 277�279, 286�288
capital investment 36, 277�278
centres 295
evaluation 277�279, 286�288
see also strategic investment

Investment centres 295
IRR see internal rate of return (IRR)
Isomorphism 139
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ISO see International Standards Organization (ISO),
IS09000

Italian city states 6

Jacobsson, B. 324
Japan 262�263
JIT see Just-in-time (JIT) systems
Job costing 156, 205
Johnson, H.T. 8, 9, 10, 51, 248, 249, 423
Just-in-time (JIT) systems 120, 206, 347, 362�363, 414

Kaizen costing 362
Kaplan, R.S. 8, 9, 10, 51�53, 54, 56, 61, 248, 249, 373,

376�387, 413, 423
Keiretsu principle 262
Key performance indicators (KPIs) 112
see also Operating and Financial Review (OFR)

King Committee on Corporate Governance,
South Africa 27

Knowledge
cultural knowledge 464
EuroRail 463�464
Foucaultian perspective 425�427
paradigms 65
systems 463�464

KPIs see Key performance indicators (KPIs)

Labor and Monopoly Capitalism (Braverman) 422
Labour
costs 229�234
definition 229
labour oncost 229
labour process 69, 422�425
skilled labour 424
variances 342�344

Language, politics 419�421
Last-in, first-out (LIFO) 154
Latin terms 6
Lean accounting 11, 363�365
Lean production 363�365
Leases 99�100
Ledgers 34, 37
Legislation
Companies Act 2006 84, 112
Sarbanes-Oxley Act 2002 24

Legitimacy
control systems 397
institutional theory 139
organizations 418�420
professions 420

Liabilities
Balance Sheets 92�93
creditors 31, 92, 120, 121

financial statements 88, 92�93
IAS37 97
leases 99�100
recording transactions 31, 35�37

Lifecycle costing 360�361
Limitations

accounting 11, 135�138
Carrington Printers 135�138
limiting factors 209, 311
ratio analysis 135�138
scarce resources 209

Limited liability 17
Limiting factors 209, 311
Line items 37, 40
Liquidation, Carrington Printers 127�128
Liquidity 117, 126, 131
Listing Rules, Stock Exchange 26, 89
Literature, control 393�399
Logical incrementalism 276
Longitudinal study, ER 440�470
Long-term contract costing 160
Long-term product costing 385
Long-term variable cost 383�384
Loss 89, 90, 91, 193
Lowe, E.A. 324

Machine hours 380
Maintenance

capital 88
ER 464

Majestic Services 299�301
Make-versus-buy decisions 212�213
Make-ready time 206
Management

activity-based management 11
control systems 44�47
EuroRail 453�459
financial management 18
operations 205�207
payables 121
performance 46, 51, 54�55
quality management 11
scientific management 392, 395, 398, 412, 426�427
strategic accounting 11
value-based management 11, 18�21
working capital 121�122
see also control

Management accounting 6, 8�10, 22
alternative perspectives 422�425, 427
behavioural implications 263�269
changes 248�250
critical perspectives 422�425, 427
financial accounting vs 12�13
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Management accounting (continued)
internal control 26�27
Japan 262�263
non-technical approaches 425
organizational/sociological theories 422�425, 427
problem-solving 425
rational-economic perspective 44�58
recent developments 10�12
research 60�62, 386�387
statements 161�162
technique versus practice 427
theoretical aspects 55�56, 60�62

Management Control Association, UK 398
Management control systems (MCSs) 391,

393�395, 398, 401, 403
see also control

Management information systems (MIS) 172
Managerialism 62
Manufacturing

advanced technology 263
costing inventory 156�160
examples 317�319
finished goods 205
JIT systems 206
operating decisions 205�207
types 205
variance analysis 346

Manufacturing resource planning (MRP2)
systems 172

March, J. 411�412, 415
Marginal cost 181, 302, 379
Margin, definition 189
Margin of safety 185
Market-to-book ratio (MBR) 38
Marketing decisions 178-

202
case studies 198�199
marketing strategy 178�180
pricing 188�192
segmental profitability 192�196

Markets
capital 17�18
EuroRail 463�464
penetration 179, 188
products 17�18, 463�464
segments 188, 366
skimming 179, 188
transfer pricing 302

Market value added (MVA) 20
Mark-up, definition 189
Marxism 13, 69�70, 421, 422
Matching principle 37, 38, 83, 89, 90, 94, 153

see also accruals accounting

Material dollars 380
Material requirements planning (MRP) 172
Materials 205, 214�217, 340�342
Marquet Company 197
Mayers Tap 377
MBR see Market-to-book ratio (MBR)
McKenna, E. 324
MCSs see Management control systems (MCSs)
Meanings 67, 443�445
Measurement

costs 218
financial elements 88
monetary measurement 38
performance 11, 51�55, 63, 72�73

Medici family 6
Merchant, K.A. 389, 390, 413
Microsoft 38
Middle range thinking 402
Mix

product 179, 209�211
sales 179
services 209

Monetary measurement 38
Monitoring control 391�392
Moral issues

accounting consequences 15
creative accounting 74
ethics and accounting 74�77
moral hazard 104
non-financial performance measurement

51�55
Multidisciplinary approach, performance

measurement 63
Multi-national organizations 402
MVA see Market value added (MVA)

Nathanson, D.A. 294
National Coal Board 264
Nationalization, EuroRail 448
Natural perspectives 63, 65
Natural systems models 395�397
Negotiated prices 302
Net assets 93
Net present value (NPV) 282�284

see also Present value (PV)
Net profit 90, 182
Net realizable value 156
Net residual income after taxes 299
Network controls 176
Nobes, C. 261
Non-conformance costs 217
Non-current assets 92
Non-cybernetic control 65
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Non-financial performance
accounting limitations 11
control systems 51�55
non-rational perspectives 63

Non-production overheads 246
Non-rational perspectives 59�80
Non-technical accounting approaches 425
Normative view, research 61
Norton, D.P. 52�54, 56
Notes, Annual Reports 112
NPV see Net present value (NPV)

OFR see Operating and Financial Review (OFR)
Open systems 63, 65, 394�395, 396�397
Operating decisions 203�227
case studies 218�223
managing operations 205�207, 207�208
manufacturing 205�207
operations function 203�205
relevant costs 212�217
services 207�208

Operating and Financial Review (OFR) 112
Operating leases 100
Operating leverage 186�187
Operating margin 116
Operating profit 90
Operational control 390�391
Opportunity cost 40, 212, 231
Optimum selling price 189�190
Organizational culture 67�68, 439, 440�470
accounting aspects 67�68, 459�463
business culture 460�462, 463�464
concept of culture 443�445
cultural change 445, 462, 463
EuroRail study 374, 439, 440�470
isomorphism 139
knowledge 463�464
meanings 443�445
‘railway’ culture 448, 459�463
reality 439, 440�470

Organizational environment 399�403
Organizational/sociological theories 373, 407,

408�438
contingency theory 373, 410�414, 424
control 389�392, 393�397
critical perspectives 410, 421�425
Foucaultian perspectives 410, 425�427
interpretive perspectives 410, 414�421, 428�429

Organizational structure 293�296
Organizations
company regulation 112
corporate governance 23�26
institutional theory 139�140

legitimacy 418�420
multi-national 402

Otley, D. 45, 46, 47, 49�51, 54, 59, 60, 68, 77, 260, 261,
324, 373, 374, 388, 389�406, 414

Overhead allocation
ABC 256�258
absorption costing 231�235
alternative methods 250�256
case studies 266�267, 267�269
decisions 243�275
problem 247�248
variable costing 250

Overheads
definition 245
overheads/sales ratio 116
variance analysis 344�346

Pacioli, Luca 6
Paradigm, definition 55
Paramount Services plc 147�149
Pareto principle 120
Parker, L.D. 389, 392
Payables, management 121
Payback

CVA 284
IRR 284�285
NPV 282�284
strategic investment 281
technique comparisons 285

PBIT see Profit before interest and taxes (PBIT)
Penetration, markets 179, 188
Performance

absolute profit 296�297
business units 293�309
case study 299�301
control system standards 46
cost centres 295
critical perspective 305�306
decentralized organizations 296�298
evaluation 293�309
investment centres 295
management 46, 51, 54�55
measurement 11, 51�56, 63, 72�73
profit centres 295
ratio analysis 135
residual income 297�298, 299
ROI 297, 299�301
transaction costs 304�305
transfer pricing 302�304

Performance Prism 54
Period costs 243�244
P/E see Price/earnings (P/E) ratio
Physical capital maintenance 88
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Planet Engineering 222�223
Planning

control 45, 47�51
EuroRail 448, 450, 454
scorekeeping function 5
strategic planning 310, 390

Planning, programming and budgeting system (PPBS) 311
Pluralism, theories 428�431
Political aspects

Foucaultian perspectives 426�427
language 419�421
political economy 69

Pollution 141
Population ecology theory 65
Porter’s five forces 178
Porter’s value chain 204�205
Power

budgeting 324, 419�420
control 70�71, 391
critical perspective 68, 410, 420�421
Foucaultian perspective 425�427
interpretive perspective 415, 419�421
organizational culture 443
political language 419�421
radical perspective 69
rationality 415
rules systems 415�416

PPBS see Planning, programming and budgeting system
(PPBS)

Predictive models 49�50, 393
Prepayments 94
Present value (PV) 88, 282�284, 285�286, 288�289
Prevention costs 217
Price/earnings (P/E) ratio 123, 126
Price elasticity of demand 190
Price-maker 188
Price-taker 88
Price variances 338�342
Pricing

alternative approaches 188�192
capacity utilization 218�220
cost-plus pricing 188
marketing decisions 188�192
optimum selling price 189�190
products 377
special decisions 190�192
target rate of return 188
transfer pricing 192

Prime costs 246
Principles, accounting 37�39
Priority-based budgets 311
Privatization, EuroRail 463
Problem-solving 5, 425

Process costing systems 156, 206
Process mapping 174
Production

overheads 246
resources 208�209

Production run 156
Products

capacity utilization 209�211
costs 243�244, 246�247, 376�387
markets 17�18
overheads 246
parts in common 383
product/service mix 179, 209
sustaining activities 259
variety 379
volume 380�385

Product/service mix 179, 209
Professions 420
Profiling 314
Profit

absolute 296�297
budget 313�319
calculations 31
capital maintenance 88
cash forecasting 319
centres 295
controllability 298�299
CVP analysis 181�188
EuroRail 452�453, 454�455
market segments 188
net profit 90, 182
profitability index 284
profit-conscious managers 346
profit�volume graph 185
ratio analysis 115�117, 125
recording transactions 35, 36
strategic accounting 23

Profit and Loss Account 83, 91
see also Financial Statements; Income Statements

Profit before interest and taxes (PBIT) 90, 125
Profitability 115�117, 125
Property, Plant and Equipment (IAS16) 97
Provisions 92, 95
Provisions, Contingent Liabilities and Contingent Assets

(IAS37) 97
Public service, EuroRail 448, 450, 463, 464
Purchasing

ABC 256�257
cash forecasting 319�323
cost control 348
double entry 33
materials 215�216
retail budgets 316, 317
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Purple Book see Listing Rules, Stock Exchange
PV see Present value (PV)

Qualitative aspects
financial statements 86�87
research 445�446

Quality Bank 267�269
Quality issues
costs 217
management 11
Six Sigma approach 11, 217
TQM 217�218, 347
see also Standards

Quality Printing Company 218�220
Quantity, sales variance 338, 339
Questions
cost accounting 375
management control 388
organizational cultures 439
organizational/sociological theories 407

Quick ratio 117
Quinn, J.B. 276

Radical perspectives 65, 68�70, 398
see also Alternative perspectives

Railway company 440�470
see also EuroRail (ER) study

‘Railway’ culture 448, 459�463
Rates, labour variance 343�344
Ratio analysis 113�115
activity/efficiency ratio 118, 126, 132
creditors 119, 121
debtors 119
gearing 117�118, 126, 132
HMV Group 127�134
information interpreting 125�127
limitations 135�138
liquidity 117, 126, 131
profit 115�117, 125
shareholder return 122�123, 126�127, 134
stocks 119, 120

Rational-economic perspectives
budgetary control 348
easyJet 73
financial statements 142�143
management accounting 44�58
see also alternative perspectives

Rationality
closed systems 63, 395
contract 56
open systems 396�397
organizational culture 442

organizational/sociological theories 409�410, 412,
414�416, 420, 429

systems models 394�397
Rational perspective 63
Raw materials 153, 205
Readings 373�474

A: cost accounting 375�387
B: management control 388�406
C: organizational/sociological theories 408�438
D: organizational culture 440�470

Reality 415, 420, 439, 440�470
Realizable value 88
Receivables 32
Recognition, definition 85, 86, 87
Recording transactions 30�43
Re-engineering, business processes 174, 398,

400, 402
Regulatory aspects

Companies Act 2006 84, 112
Framework 83, 84�88
GAAPs 84
IFRSs/IASs 84�85, 261
King Committee 27
OFR 112
Sarbanes-Oxley Act 2002 24
TUPE 231
UK Corporate Governance Code 24, 25, 26

Relevance, financial statements 86�87
Relevance Lost (Johnson and Kaplan) 8
Reliability, financial statements 87
Replacement, equipment 213�214, 220�221
Reporting Standards see International Financial Reporting

Standards (IFRSs)
Reports see Financial reports
Research

academic research 60�62, 386�387
alternative methods 429�431
control 389�406
EuroRail study 439, 440�470
field studies 386�387
financial reports 100
organizational/sociological theories 407, 408�438
qualitative research 445�446

Residual income (RI) 297�298, 299, 305�306
Resource dependency theory 65, 418
Resources, production 208�209
Responsibilities, directors 24�25
Responsibility centres 40, 295
Retail budget example 316�317
Retail method 155
Retail News Group 320�323
Retail Stores plc 194�196
Return on capital employed (ROCE) 18, 115, 125
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Return on investment (ROI) 7, 18, 305�306
decentralized organizations 297
performance evaluation 297, 298, 299
profit 115, 125
special pricing 190�192
see also accounting rate of return (ARR)

Revenue 89
Reviews

control 389�392
OFR 112

Risk 26�27, 324�325
ROCE see Return on capital employed (ROCE)
Rockford 377
ROI see Return on investment (ROI)
Rolling budgets 311
Routing 205
Rules systems 46, 418, 419

Sainsbury 113
Sales

breakeven 183�185
costs 244
days’ sales 119�120
growth 116�117
mix 179
overheads/sales ratio 116
ratio analysis 116�117
selling price 189�190
SuperTech 198�199
tax 98
variances 338�339

Samuel, S. 373, 407, 408�438
Sarbanes-Oxley Act 2002 24
Satisficing behaviour 55
SBUs see Strategic business units (SBUs)
Scheduling incident, EuroRail 456�457
Schrader Bellows 377, 378, 382�383
Scientific management 63, 392, 395, 398, 412,

426�427
SCM see Strategic cost management (SCM)
Scott, W.R. 388, 393, 396, 398, 416, 419
Security controls 174�176
Segmental profitability 192�196
Segments, markets 188
Self-interest 412, 417, 418, 420
Self-interest threats 75
Self-review threats 75
Selling price 189�190
Semi-fixed costs 180�181
Semi-variable costs 181
SEM see Strategic enterprise management (SEM)
Sensitivity analysis 182
Serendipity Ltd 309

Services
budget example 314�315
managing operations 207�208
mix 209
overheads 246
product/service mix 179, 209
public service 448, 450, 463, 464

Set-ups 206, 381�382, 383
Share Based Payment, IFRS2 97
Shareholders

audits 25
return ratios 115, 126�127
shareholder value 17�29, 63, 140

Shareholder value added (SVA) 20
Sharing rule 104
Shaw, R.W. 324
Short-term financial performance 51
Short-term product costing 385
Short-term variable cost 377
Signals renewal incident, ER 456, 461
Significance, variance analysis 336
Simon, H.A. 411�412, 415
Simons, R. 389, 390
Six Sigma approach, TQM 11, 217
Skandia Navigator 139
Skilled labour 424
Skimming, marketing 179, 188
Slack, N. 208
SMA see Strategic management accounting (SMA)
Smoothing 74
Social accounting 140�141
Social constructionism 65�67, 409, 415, 420�421
Socialization 68
Sociological/organizational theories 407, 408�438

contingency theory 410�414, 424
critical perspectives 421�425
Foucaultian perspectives
interpretive perspectives 410, 414�421, 428�429

‘Soft’ systems 394
Solomons, D. 296, 297, 298, 299, 302
Source documents 31
Spare capacity 208�209
Special pricing decisions 190�192
Spending variance 345
Sports Stores Co-operative Ltd 316�317
Stakeholders 27, 83, 140
Stakeholder theory 65
Standard costing 205, 426
Standards

control systems performance 46
global harmonization 84
IASB 97�98
IFRSs 84�85, 97�98
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Statement of Cash Flows 7, 12, 83, 85, 100�102
case study 127�134

Statement of Changes in Equity 7
Statement of Comprehensive Income 7, 83, 89�92
Statement of Financial Position see Balance Sheet
Stern Stewart & Co, 21
Stocks 33, 119, 120
see also inventory accounting

Stock turnover (turn) 120
Strategic accounting 23
Strategic cost analysis 382�383
Strategic cost management (SCM) 355
Strategic enterprise management (SEM) 172
Strategic investment 276�292
cash flow 278�279, 282�285
comparison of techniques 285�286
decision-making 276�292
investment appraisal 277�278
payback 281
present value 282�284, 285�286, 288
strategy formulation 276�277

Strategic management accounting (SMA) 354�367
Strategic planning 28, 310, 390
Sunk costs 41, 212
Superior Hotel 313�314
SuperTech 198�199
Supply chain management 357
Support departments 380�383
Sustainability 140, 141�142
Sustainability Reporting Guidelines, GRI 142
Sustaining activities, products 259
SVA see Shareholder value added (SVA)
Svenska Handelsbanken 326�327
Swift Airlines 226�227
Systematic approach 393
Systemic approach 393
Systems theory 393�394, 401

Tableaux de bord measurement system 52
Takeover movement 18
Tangible assets 92
Target costing 361�362
Target rate of return pricing 188
Taxation 92, 98, 320, 322
Technology 198�199, 410�411
Tektronix Portables 266�267
Telcon Manufacturing 317�319
Tesco 113
Theoretical issues
classical management theorists 398
control 401
management accounting 55�56, 60�62
plural theories 428�431

theorizing modes 464
see also individual theories

Theory of Constraints (ToC) 211�212
Threats 75
Throughput contribution, definition 211
Time-phasing, budgeting 314
Time recording system 245
Time value of money 282
ToC see Theory of Constraints (ToC)
Top-down budgets 312
Total cost of ownership 347, 363, 365
Total employment cost 229�231
Total quality management (TQM) 11,

217�218, 347
Total shareholder return (TSR) 20
Toyota 263, 305, 363
TQM see Total quality management (TQM)
Traditional accounting critiques 373�474

cost accounting 376�387
management control 389�406
organizational culture 439, 440�470
organizational/sociological theories 408�438

Transaction costs 104, 304�305, 381�383, 385
Transaction recording 30�43
Transferability, research methods 429
Transfer pricing 192, 302�304
Transfer of Undertakings Protection of Employment

(TUPE) 231
Trigger point 363
‘Triple bottom line’ 141�142
Trojan Sales 236�237
True and fair view 24, 25, 88�89
TSR see Total shareholder return (TSR)
TUPE see Transfer of Undertakings Protection of

Employment (TUPE)
Turnover 120
Two-stage cost allocation system 378�379, 382

Unavoidable costs 192
Uncertainty 400, 411�412, 413
Understandability, financial statements 86
Unit contribution 183
Unit costs 259, 383
United Kingdom (UK)

Corporate Governance Code 24, 25, 26
Management Control Association 398

United States (US)
GAAPs 84, 89
Sarbanes-Oxley Act 2002 24

Units
business 293�309, 402
equivalent 156

Usage variances 339, 340�341
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Value
chains 204�205, 355, 357
organizational cultures 67�68
shareholders 17�29, 140

Value Added Tax (VAT) 98
Value-based management (VBM) 11, 19�21
Value-based pricing 365
Value engineering 362
Value gap 18
Value stream 364
Value-stream accounting 364
Value-stream costing 364�365
Variable costs

budgetary control 334
cost accounting 376�377, 381, 383�384
example 180�181
overhead allocation 250

Variable overhead variances 344�345
Variance analysis 333�353

budgetary control 333�353
cost variances 339�340, 345
criticisms 346�347
fixed cost variance 345
flexible budget 337�338
labour variances 342�344
materials variances 340�342
reconciling variances 345�346

sales variance 338�339
variable overhead variances 344�345
variance report 338
Wood’s Furniture Co. 336�346

VAT see Value Added Tax (VAT)
VBM see Value-based management (VBM)
Vehicle Parts Co. 220�221
Volume

CVP analysis 181�188
products 380�385

Wallander, Jan 326�327
Weber, M. 417
Weighted average cost of capital 18
Weighted average method 154, 158�159
White Cold Equipment plc 351�353
Williamson, O. 304�305
Wood’s Furniture Co. 336�346
Working capital 36, 117

management 121�122
Working capital ratio 117
Work-in-progress 153, 158, 205
WorldCom 10, 24, 38, 39, 74, 76, 77, 84, 143

Yellow Book see Listing Rules, Stock Exchange

Zero-based budgets 311�312
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