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xvii

Preface

Management accounting seeks to provide information and insight to assist organizational managers in 
their decision-making. It comprises multiple tools and techniques which together form a fl uid portfolio of 
organization-specifi c information that focuses on both the short and long-term and which, through careful 
planning and monitoring can help an organization pursue its goals.

The gathering and use of such information for decision-making in organizations has never been so crucial, 
it is the life blood of sustainable organizational practice. The recent and continuing global fi nancial crisis 
has revealed many challenges, possibly the most important of all being that all organizations, no matter 
their size, location or sector, need an abundance of both fi nancial expertise and broad business acumen to 
help guide decision makers towards achieving their long-run objectives and with this, the knowledge and 
competency of management accountants has become increasingly important.

This textbook is written for a new generation of management accountants who will command multi-faceted 
roles in tomorrow’s organizations. It is contemporary in its approach but respectful of the classics and presents 
students with a broad coverage of both well-established and new management accounting tools and techniques 
and most importantly, it places such tools and techniques in the fast-changing contexts in which they operate.

There are new skills and capabilities which tomorrow’s management accountants must equip themselves 
with if they are to continue being ‘masters’ of useful business information. Such new skills require both 
hard skills (e.g. accounting techniques, IT awareness, broad business understandings) and soft skills (e.g. 
communication, interpersonal, and critical thinking). It is the intention to permeate these new skills 
throughout the proposed textbook by taking the students beyond accounting calculations and numbers 
per se, to place accounting information and the roles of management accountants in the context of broader 
organizational themes and challenges. That is, whilst it remains crucial for students to emerge from their 
studies with a sound comprehension of all the relevant management accounting techniques, it is nowadays 
equally important for students to comprehend how such techniques integrate within broader and continually 
changing organizational and environmental settings.

Accordingly, this cutting-edge textbook provides a defi nitive education for tomorrow’s advisory management 
accountants, as well as fi nance-literate managers. Theoretically rigorous but useful to practitioners, we believe 
this text is an essential companion for undergraduate management accounting students, as well as those 
studying at masters-level.

Key features of the textbook:
 ● Broad coverage of both traditional and contemporary management accounting tools and techniques.
 ● Emphasis throughout on the roles and skills required from tomorrow’s management accountants.
 ● Positions the role of management accountants in tomorrow’s organizational dilemmas, looking at 

contemporary issues such as sustainable development, ethics, hyper-competition, ‘Big Data’ and more.
 ● Exploration of the more technical aspects of management accounting in its broader organizational, 

institutional and social context.
 ● An underlying focus on the drivers and consequences of management accounting, viewed as a 

relatively stable yet changeable aspect of organizational life.
 ● Offering a wealth of real-life and research-informed examples, including well-known companies such 

as Apple Inc., Wikipedia, Facebook, Handelsbanken, Netfl ix, Tesco, Innocent, Procter & Gamble, Novo 
Nordisk, SAP, Coca-Cola and more.
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xviii

Preface (continued)

Approach and Aims:
The book is intended to be useful to students who are new to the subject of management accounting, but 
there are particular features which aim to make the book a ‘must have’ for intermediate and advanced 
students as well, such as:

 ● Consistent and unwavering attempt to connect the technical aspects of management accounting 
to the ‘bigger picture’ in which organizations design, implement and use management accounting. 
Reinforced through the inclusion of many real-world illustrations such as ‘Management Accounting in 
Practice’ and using the most recent and cutting-edge research in the ‘Management Accounting Insight’ 
exhibits and end-of-chapter case studies.

 ● An integrated approach whereby each individual chapter or topic can be taken in its own right but 
where considerable attention is drawn to how different individual themes inter-connect and overlap. 
Management accounting is a holistic and broad-sweeping feature of organizational life, and this is 
refl ected in how we present our textbook.

 ● Signifi cant opportunities for students to test their knowledge, with worked examples and mini-case 
questions throughout the text. Also, at the end of each chapter, there are review questions, group 
discussion and activities questions, exercises and case-study-based problems (all organized by level 
of diffi culty to help both the student and lecturer) that have a contemporary and modern feel and 
resonate with the skills required by tomorrow’s management accountants.

 ● Comprehensive readings and references in each chapter, comprising the latest research and 
practitioner-oriented literature, for inspiration and to encourage students to broaden their knowledge 
and understanding.

 ● The text is accompanied by a high-quality resource package which comprises full online instructor and 
student support – including brand new Excel video walkthroughs and McGraw-Hill’s fully integrated 
assessment package Connect™. Extending this innovative resource package further still, there is also 
an authors’ blog at www.burnsetal.com which will be updated weekly by the authors, as well as a 
twitter account at: https://twitter.com/Burnsetal.

Overview of the Book
The textbook comprises six sections which together represent a comprehensive insight into management 
accounting – its technical attributes, changeable wider context, and the multiple roles of management 
accountants. The sections cover: (1) an introduction to management accounting, (2) how organizations account 
for their costs, (3) the importance of tools and techniques which assist organizational planning and control, 
(4) the various dimensions of making business decisions, (5) the complex issues surrounding measurement of 
organizational performance, and (6) accounting for an organization’s strategic aims and future. Spread across 
these sections, there are twenty-two chapters, the key focus of which can be summarized as follows:

Chapter 1 – Introduction to management accounting and its changing context sets the scene 
for tomorrow’s world of management accounting, including its defi nition and an understanding of the key 
drivers of change. We also explore the roles and skills required by tomorrow’s so-called ‘advisory’ management 
accountants. Such background is important for students to be able to comprehend both traditional and new 
tools and techniques that comprise much of this book.

Chapter 2 – Information and management accounting highlights the importance of management 
accounting information in organizations, and how such information constitutes much more than ‘just’ the 
outputs of tools and techniques for presenting data to managers. We establish how powerful management 
accounting information can be, as well as emphasizing a need to carefully manage the information process.
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Chapter 3 – The classifi cation of cost(s) introduces key cost terms and concepts, as essential grounding 
for later chapters. We discuss how costs can be captured, identifi ed and categorized in multiple ways, and how 
such different views can shape a variety of approaches towards decision-making.

Chapter 4 – Costing systems covers how organizations assign costs to products and services, which then 
form the basic cost data that managers use to plan, control and make decisions. We consider three types of 
costing system – job, process and contract costing.

Chapter 5 – Cost reporting explores the differences between two costing techniques (variable and 
absorption costing), emphasizing its application to internal performance measurement and reporting. We 
also briefl y cover the potential of some novel management concepts when reporting internally.

Chapter 6 – Activity based costing explores a technique which offers a more sophisticated approach 
for allocating indirect costs (or overheads) to products, services or other ‘cost objects’. We pay particular 
attention to the role(s) of management accountants in designing and implementing this technique, and 
highlight some of its common problems.

Chapter 7 – Planning and control: ideas, theories and principles considers some of the underlying 
reasons why and how organizations engage in planning and control, and we illustrate the usefulness of 
management accounting techniques in doing so.

Chapter 8 – Traditional budgeting examines budgeting techniques which are still popular in many 
organizations across multiple sectors. We consider the role of budgets and their different functional types, 
and highlight the management accountant’s role in the budgeting process.

Chapter 9 – Standard costing, fl exible budgets and variance analysis covers techniques which 
are commonly used in organizations for planning, control, decision making and product costing. Such 
techniques are amongst the most widely used in organizations, we also apply them to innovative real-
world settings.

Chapter 10 – Beyond traditional budgeting examines alternative and more contemporary techniques 
such as rolling forecasts and activity-based budgeting. We consider the management philosophy known as 
‘beyond budgeting’, and explore the role of management accountants to fi nd a budgeting system that aligns 
with an organization’s strategy and operating style.

Chapter 11 – Short-term decision making: cost-volume-profi t analysis explores the main tools 
used by management accountants when making short-term decisions, assisting managers to tackle dilemmas 
such as how much sales volume is needed to cover their costs.

Chapter 12 – Cost behaviour and estimation shows how an understanding of cost behaviour can help 
estimate business costs. We explore for example how, by being able to predict how costs behave in response 
to changing activity levels, managers can anticipate the cost impacts of alternative strategies and decisions.

Chapter 13 – Decision making: relevant costs and revenues presents more techniques available to 
management accountants when providing information for decision-making across different time horizons. 

Preface (continued)

9780077121617_txt_FM.indd   xix9780077121617_txt_FM.indd   xix 11/23/2012   8:40:46 PM11/23/2012   8:40:46 PM



xx

Preface (continued)

In particular, it extends knowledge on how and when some costs or revenues may or may not be relevant to 
a particular decision-making scenario.

Chapter 14 – Pricing covers both the basic calculations for, and the wider implications of, pricing decisions 
for organizations. We use real-world examples to illustrate how some leading organizations utilize pricing 
strategies in a proactive way.

Chapter 15 – Capital investment decisions introduces some of the fi nancial techniques available for 
analysing capital investments. We explain how fi nancial numbers alone do not determine the fi nal decision 
on whether an investment project goes ahead or not, and we stress the strategic nature of a management 
accountant’s role in such activity.

Chapter 16 – Performance measurement and management: ideas, theories and principles is a 
general overview of how, why and when management accounting can facilitate performance measurement 
and management, and considers the potential contribution that management accountants have in this 
respect.

Chapter 17 – Accounting for strategic management explores contemporary ways in which managers 
have attempted to align organizational behaviour and decision-making with strategic goals. In particular, 
we consider and critically review the strategic-facing management accounting tool known as the ‘balanced 
scorecard’.

Chapter 18 – Financial performance measurement and transfer pricing is a synthetic, yet 
rigorous analysis of the main techniques for performance measurement in divisionalised and multinational 
organizations. We expose the multiple challenges faced by management accountants when working in such 
complex settings.

Chapter 19 – Cost management, value creation and sustainable development explores managing 
and balancing costs and value. We present new techniques for informing decisions that ensure future costs 
will be supported by generated value, but also with aims for sustainable development.

Chapter 20 – Managing quality and time looks at two increasingly essential characteristics for competing 
in today’s markets: quality and time. We provide numerous examples of how management accountants play 
an important role in measuring and managing quality and time, hence creating value for their organizations.

Chapter 21 – Information systems and management accounting discusses how information systems 
are increasingly relevant for tomorrow’s management accountants. It covers key issues a management 
accountant needs to know about information systems and technology, and reviews some major trends and 
developments such as ERPs, cloud accounting and ‘Big Data’.

Chapter 22 – Managing change and challenges for the future explores the complexities of management 
accounting change, as well as teasing out the multiple challenges faced when managing change. We look at 
specifi c areas for change in the future, and explore their ramifi cations for management accountants.

9780077121617_txt_FM.indd   xx9780077121617_txt_FM.indd   xx 11/23/2012   8:40:53 PM11/23/2012   8:40:53 PM



xxi

Authors’ acknowledgements:

We would like to thank Orla Feeney, Dublin City 
University Business School, and Gerhard Kristandl, 
University of Greenwich, for their contributions to 
the online resources.

We would also like to thank the following people 
for their contributions to the text:

Annie Bladen, University of Greenwich, UK

Raul Dores, University of Minho, Portugal

Dr Barbara Flood, Dublin City University Business 
School, Ireland

Dr Agnieszka Herdan, University of Greenwich, 
UK

Bill Hugill, University of Greenwich, UK

Wendy Humphries, University of Greenwich, UK

Rui Leite, School of Economics and Management, 
University of Porto, Portugal

Gerhard Kristandl, University of Greenwich, UK

Graça Maciel, School of Economics and 
Management, University of Porto, Portugal

Dr Ruth Mattimoe, Dublin City University 
Business School, Ireland

José Neto, School of Economics and Management, 
University of Porto, Portugal

Gary Owen, University of Greenwich, UK

Samuel Pereira, School of Economics and 
Management, University of Porto, Portugal

João Rebello de Andrade, IBM Portugal

Jorge Sá Couto, Eurogroup Consulting, Portugal

Kevin Williams, University of Greenwich, UK

Publisher’s acknowledgements:

Our thanks also go to the following reviewers 
for their comments at various stages in the text’s 
development:

Dila Agrizzi, University of Southampton

Graham Ball, Nottingham Trent University

Paul Claes, Vrije Universiteit Amsterdam, 
Netherlands

Christopher Coles, University of Glasgow

Hilary Coyle, University of Derby

Johan de Kruijf, Universiteit Twente, Netherlands

Miles Gietzmann, City University London

Dimitrios Gounopoulos, University of Surrey - 
Guildford

Abeer Hassan, University of the West of Scotland

Douglas Howcroft, Nottingham University

Shahed Imam, University of Warwick

Ingrid Jeacle, University of Edinburgh

Christian Lukas, Universität Konstanz

Patricia Martyn, National University of Ireland, 
Galway

Messaoud Mehafdi, University of Huddersfi eld

Jodie Moll, University of Manchester

Kristian Møller, Aarhus Universitet, Denmark

Helen Oakes, Keele University

Jatin Pancholi, Middlesex University

Finn Porsgaard, Aarhus Universitet, Denmark

Haider Shah University of Hertfordshire

Alan Somerville, Bradford University

Teerooven Soobaroyen, Aberystwth University

Chandres Tejura, London Metropolitan University

Ian Thomson, University of Strathclyde

Androniki Triantafylli, University of Manchester

David Trodden, London Metropolitan University

Mathew Tsamenyi, University of Birmingham

Hassan Yazdifar, University of Glasgow

We are grateful to the Association of Chartered 
Certifi ed Accountants (ACCA), the Chartered 
Institute of Management Accountants (CIMA), 
the Institute of Incorporated Public Accountants 
(IIPA), and the Institute of Certifi ed Public 
Accountants in Ireland (CPA Ireland) for 
permission to reproduce past examination 
questions. The suggested ACCA solutions that 
are available to lecturers have been prepared 
by us.

Acknowledgements

9780077121617_txt_FM.indd   xxi9780077121617_txt_FM.indd   xxi 11/23/2012   8:40:59 PM11/23/2012   8:40:59 PM



xxii

This publication contains references to the 
products of SAP AG. SAP, R/3, SAP NetWeaver, 
Duet, PartnerEdge, ByDesign, SAP BusinessObjects 
Explorer, StreamWork, and other SAP products 
and services mentioned herein as well as their 
respective logos are trademarks or registered 
trademarks of SAP AG in Germany and other 
countries.

Business Objects and the Business Objects logo, 
BusinessObjects, Crystal Reports, Crystal Decisions, 
Web Intelligence, Xcelsius, and other Business 
Objects products and services mentioned herein 
as well as their respective logos are trademarks or 
registered trademarks of Business Objects Software 
Ltd. Business Objects is an SAP company. Sybase 
and Adaptive Server, iAnywhere, Sybase 365, SQL 
Anywhere, and other Sybase products and services 
mentioned herein as well as their respective logos 

are trademarks or registered trademarks of Sybase, 
Inc. Sybase is an SAP company. SAP AG is neither 
the author nor the publisher of this publication 
and is not responsible for its content. SAP Group 
shall not be liable for errors or omissions with 
respect to the materials. The only warranties for 
SAP Group products and services are those that 
are set forth in the express warranty statements 
accompanying such products and services, if 
any. Nothing herein should be construed as 
constituting an additional warranty.

Every effort has been made to trace and 
acknowledge ownership of copyright and to clear 
permission for material reproduced in this book. 
The publishers will be pleased to make suitable 
arrangements to clear permission with any 
copyright holders whom it has not been possible 
to contact.

Acknowledgements (continued)

9780077121617_txt_FM.indd   xxii9780077121617_txt_FM.indd   xxii 11/23/2012   8:41:05 PM11/23/2012   8:41:05 PM



xxiii

Guided Tour

Chapter Outlines and Learning 
Outcomes
Each chapter opens with a list of topics to be covered in the 
chapter along with a set of learning objectives, summarizing 
what you will learn from each chapter.

Key Terms
These are highlighted in bold type throughout 

the text, with page number references at the end 
of each chapter so they can be found quickly and 

easily. A full glossary of defi nitions can also be 
found at the end of the book.

Exhibits
Each chapter presents a number of fi gures 
and tables to help you to visualize the 
material being covered and to illustrate and 
summarize important concepts.
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Guided Tour (continued)

Worked Examples
Worked examples help you learn how to apply 
theory in practice by explaining how to solve 
problems in a step-by-step format.

‘Management 
Accounting Insight’ 

examples

This feature provides an insight 
into real accounting research that is 

relevant to the chapter topics.

‘Management Accounting 
in Practice’ examples
This feature provides illustrations to 
show how management accounting 
affects real companies. Each illustration 
is accompanied by an exercise so you 
can analyse the content.
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Guided Tour (continued)

Chapter Summaries
These boxes provide an opportunity to recap and review 
the main topics presented in each chapter, to ensure you 
have acquired a solid understanding as you work through 
the book.

Review Questions
These questions encourage you to review the key 

principles and apply the knowledge you have 
acquired from each chapter.

Group Discussion & Activity 
Questions
These questions promote in-class discussion and 
encourage you to actively research a topic. Ideal 
for use in seminars.

The following end-of-chapter question materials are 
ordered and highlighted by level of diffi culty to ensure 
that all readers have questions appropriate to their stage 
of learning.
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Case Study Problem
Each chapter features one case 

study with its own set of questions, 
designed to test how well you can 

apply the main techniques learned.

Exercises
This end-of-chapter feature is the 
perfect way to practise the techniques 
you have been taught and apply 
methodology.

Recommended Reading 
and References
Each chapter features a list of 
comprehensive readings and 
references, comprising the latest 
research and practitioner-oriented 
literature, to broaden your 
knowledge and understanding of 
the chapter topics.

Guided Tour (continued)
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STUDENTS GET: 

• Easy online access to homework, tests, and 
quizzes assigned by your instructor.

• Immediate feedback on how you’re doing.  
(No more wishing you could call your 
instructor at 1 a.m.)

• Quick access to lectures, practice materials, 
eBook, and more.  (All the material you 
need to be successful is right at your 
fi ngertips.)

• A Self-Quiz and Study tool that 
assesses your knowledge and 
recommends specifi c readings, 
supplemental study materials, 
and additional practice work.

With McGraw-Hill's Connect™ Plus Accounting, 

Want to get better grades?  (Who doesn’t?)

Prefer to do your homework online? (After all, you are online anyway.) 

Need a better way to study before the big test?  (A little peace of mind is a good 

thing…)

STUDENTS...
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INSTRUCTORS GET: 

• Simple assignment management, allowing you to 
spend more time teaching.

• Auto-graded assignments, quizzes, and tests.

• Detailed Visual Reporting where student and 
section results can be viewed and analysed.

• Sophisticated online testing capability.

• A fi ltering and reporting function that 
allows you to easily assign and report 
on materials that are correlated to 
accreditation standards, learning 
outcomes, topic and diffi culty

• An easy-to-use lecture capture tool.

• The option to upload course documents 

for student access.

With McGraw-Hill's Connect™ Plus Accounting, 

Would you like your students to show up for class more prepared?  
(Let’s face it, class is much more fun if everyone is engaged and prepared…)

Want an easy way to assign homework online and track student progress? 
(Less time grading means more time teaching…)

Want an instant view of student or class performance relative to learning 
objectives? (No more wondering if students understand…)

Need to collect data and generate reports required for administration or 
accreditation?  (Say goodbye to manually tracking student learning outcomes…)

Want to record and post your lectures for students to view online?

INSTRUCTORS...

Less managing. More teaching. Greater learning.
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Want an online, searchable version of your textbook?

Wish your textbook could be available online while you’re 
doing your assignments?

Want to get more value from your textbook purchase?

Think learning accounting should be a bit more interesting?

Connect™ Plus Accounting eBook
If you choose to use Connect™ Plus Accounting, you 
have an affordable and searchable online version of 
your book integrated with your other online tools.

Connect™ Plus Accounting eBook 
offers features like:
• Topic search

• Direct links from assignments

• Adjustable text size

• Jump to page number

• Print by section

Check out the STUDENT RESOURCES 
section under the Connect™ Library 
tab.
Here you’ll fi nd a wealth of resources designed to help 
you achieve your goals in the course. You’ll fi nd things 
like quizzes, PowerPoints, and weblinks to help you 
study.  Every student has different needs, so explore 
the STUDENT RESOURCES to fi nd the materials best 
suited to you.
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Online Learning Centre

Visit www.mcgraw-hill.co.uk/textbooks/burns today!

Student - Helping you to Connect, Learn and Succeed
We understand that studying for your module is not just about reading this textbook. It’s also about researching 
online, revising key terms, preparing for assignments, and passing the exam. The website above provides you 
with a number of FREE resources to help you succeed on your module, including:

 ● Self-test MCQ’s
 ● Excel Templates
 ● Excel Application Videos
 ● Web Links
 ● Links to Case Articles
 ● Learning Outcomes
 ● Glossary

Lecturer support - Helping you to help your students
The Online Learning Centre also offers lecturers adopting this book a range of resources designed to offer:

 ● Faster course preparation- time-saving support for your module
 ● High-calibre content to support your students- resources written by your academic peers, who 

understand your need for rigorous and reliable content
 ● Flexibility- edit, adapt or repurpose; test in EZ Test or your department’s Course Management System. 

The choice is yours.

The materials created specifi cally for lecturers adopting this textbook include:
 ● Solutions Manual
 ● Instructors Manual
 ● PowerPoint Slides
 ● Testbank
 ● Artwork from the Book
 ● YouTube Video Links

To request your password to access these resources, contact your McGraw-Hill 
representative or visit:

www.mcgraw-hill.co.uk/textbooks/burns
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Test Bank Available in McGraw-Hill EZ Test Online
A test bank of hundreds of questions is available to lecturers adopting this book for their module. For 
fl exibility, this is available for adopters of this book to use through Connect or through the EZ Test online 
website. For each chapter you will fi nd:

 ● A range of multiple choice, true or false, fi ll-in-the blank and short answer essay questions
 ● Questions identifi ed by type, diffi culty, and topic to help you to select questions that best suit your 

needs

McGraw-Hill EZ Test Online is:

 ● Accessible anywhere with an Internet connection – your unique login provides you access to all your 
tests and material in any location

 ● Simple to set up and easy to use
 ● Flexible, offering a choice from question banks associated with your adopted textbook or allowing 

you to create your own questions
 ● Comprehensive, with access to hundreds of banks and thousands of questions created for other 

McGraw-Hill titles
 ● Compatible with Blackboard and other course management systems
 ● Time-saving- students’ tests can be immediately marked and results and feedback delivered directly 

to your students to help them to monitor their progress.

To register for this FREE resource, visit www.eztestonline.com
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Make our content your solution

At McGraw-Hill Education our aim is to help lecturers to fi nd the most suitable content for their needs 
delivered to their students in the most appropriate way. Our custom publishing solutions offer the ideal 
combination of content delivered in the way which best suits lecturer and students.

Our custom publishing programme offers lecturers the opportunity to select just the chapters or sections of 
material they wish to deliver to their students from a database called CREATE™ at

www.mcgrawhillcreate.co.uk

CREATE™ contains over two million pages of content from:
■ textbooks
■ professional books
■ case books – Harvard Articles, Insead, Ivey, Darden, Thunderbird and BusinessWeek
■ Taking Sides – debate materials

Across the following imprints:
■ McGraw-Hill Education
■ Open University Press
■ Harvard Business Publishing
■ US and European material

There is also the option to include additional material authored by lecturers in the custom product – this does 
not necessarily have to be in English.

We will take care of everything from start to fi nish in the process of developing and delivering a custom 
product to ensure that lecturers and students receive exactly the material needed in the most suitable way.

With a Custom Publishing Solution, students enjoy the best selection of material deemed to be the 
most suitable for learning everything they need for their courses – something of real value to support their 
learning. Teachers are able to use exactly the material they want, in the way they want, to support their 
teaching on the course.

Please contact your local McGraw-Hill representative with any questions or alternatively contact 
Warren Eels e: warren_eels@mcgraw-hill.com.
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