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production plan 8, 318, 321, 330
production volume 328
profit 4

accounting rate of return 269–71
break-even analysis and desired level of

217
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profit (continued)
comparison of absorption costing and

marginal costing 107–9, 115–16
contract accounting 168, 170, 171–2, 

173, 174
cycle of profit planning and control

16–17
divisional performance 439–40
over-recovered and under-recovered

overhead 84
profit controllable by the division

439–40
reconciliation of budgeted and actual

profit 382, 387–8, 394
profit centres 48, 410, 411
profit and loss statements

based on absorption costing 107, 108,
109, 110, 111, 112

based on marginal costing 108–9, 110,
112

budget profit and loss account 318, 334,
335

profit margins 4
profit–volume chart 215–16
profit–volume ratio 215, 216
profitability 440, 498

customer profitability analysis 489
target costs and product profitability

488–9
profitability index 292, 293
profits warnings 340
programme budgeting 359–60
progressive change 496
project accountant 11, 12
project selection 267
promotion costs 495
proxy statements 452
public benefit organisations 361
public sector 56

capital rationing 291
criticisms of performance targets in

public service 429–30
NPV in public-sector evaluation 281–2
performance management in 426–8
standard costing 398
see also National Health Service (NHS)

Punch Taverns 271, 418
purchase order 58
purchase requisition 58
purchases budget 318, 331
purchasing manager 54

quality 495
cost of quality 46, 496–7
performance measures 420
TQM 302, 496–7

quality teams 498
quantity-based performance measures

419–20
quarterly budgets 336–40

raw materials 463
converting into work-in-progress 135,

137, 153
reconciliation of budgeted and actual 

profit 382, 387–8, 394
recovered costs 79

see also overhead cost recovery
regressive change 496
relative sales values 193
relevant costs 43, 195, 239–42, 254

establishing 255
relevant revenues 239–42
renewable energy 18, 303
Renewables Obligation (RO) 303
re-order level 471, 472
re-order quantity 471, 472
repeated distribution method 76, 78
research and development 452
residual income (RI) 441–2

selection between ROI and 443–6
residual value 274
resource allocation 354
responsibility centres 48, 410, 411

see also cost centres; investment centres
retention of title 465
return (in relation to investment) 19–20
return on investment (ROI) 440–1

selection between residual income and
443–6

revenues 4, 152
accountant’s view 211–12
e-business 499–500
economist’s view 209–10
incremental 196–7, 239–42
relevant 239–42

review
of budgets 323–4
cycle of review and corrective action 

412
post-completion audit 265, 300–1

rewards 424, 425–6
Riceman, S.S. 452
Ring, L.J. 228–9
risk, decision making under 247–54
risk aversion 247
risk neutrality 247
risk seekers 247
robotics 302
Roslender, R. 487–8
rounding errors 275
Royal Dutch/Shell 221, 407–8
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SAGE job costing software 175
salary 63, 65

see also labour costs; wages
sale-or-return 465
sales 4, 495

break-even analysis and change in
selling price 218

job costing and selling costs 135, 138,
151, 152, 155, 156

joint costs allocation
based on notional sales value at the

point of separation 194
by relative sales value 193

planning 8
sales budget 318, 321, 330

quarterly budgets 337
sales forecast 317–18
sales margin pricing 244
sales variances 381–2, 387, 393

margin volume variance 381–2
price variance 381–2

sales volume 328
Scapens, R. 496
schedule of payments to suppliers 338, 339,

340
Schniederjans, M.J. 477–8
score keeping 14, 15–16, 397
Scottish Executive 281–2
Scottish Prison Service 281–2
scrap 59
Searcy, D.L. 496
security 501
semi-variable costs 37, 38
sensitivity analysis 252–4
service businesses 6, 56, 74

in-house activity vs bought-in services
221–2, 226–7

product costs and period costs 42, 43
quantity-based performance measures

419–20
service cost centres 74–5

apportioning costs across production
cost centres 76–8

set-up costs 500
Sharman, P. 197–8
Shell 221, 407–8
short-term decision making 206–36

abandonment decisions 220–1, 223–4
break-even analysis 213–19
cost–volume–profit analysis 208–13,

220–7
estimating fixed and variable costs 227–8
existence of limiting factors 221, 224–5
in-house activity vs bought-in services

221–2, 226–7
make or buy decision 20–1, 221–2, 225–6

research and contribution analysis 
228–9

special orders 220, 222–3
short-term finance 466
single-period capital rationing 292
Six Sigma 426
slack, budget 353–4
Slagmulder, R. 488
small businesses 476

e-commerce 501–2
Smith, D. 66–7
Soin, K. 96–7, 495–6
Solomons, D. 396
solving problems 14, 16, 397
special orders 220, 222–3
spreadsheets

EOQ 472–3
job costing 138–9

SSAP 9 118, 119
standard costs 60, 197–8, 369–406

backflush accounting 475
control process 374–5
flexible budgets 390–6
level of output to be used 373–4
purpose of using 372–3
use in manufacturing industry 398
use in the public sector 398
variance analysis see variance analysis

standard hour 378
standards of performance 424, 425
Stark, A. 282
statements (from suppliers) 465
statistical process control (SPC) 301–2
step costs 37–8
step method 76, 77
Stern Stewart 450, 453
stock see inventory
stockholding period 463, 468
stores requisition 58
strategic management accounting 6, 15,

484–93
competitive position 486–7
costing for competitive advantage

488–93
strategic planning 7–8, 9
strategy 16, 17, 316–17, 486

Balanced Scorecard and 421–2
budgeting and strategy formation 362
communicating 320–1

Strischek, D. 477
student expense budget 369
subjective probabilities 249
Sucralose 299
sugar beet processing 181
Sulaiman, M. 398
summary statement of variances 391
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sunk costs 239, 240
supplier’s invoice 58, 465
suppliers payment period 465, 468
supply and delivery costs 495
sustainable development 408
synergistic relationships 488
systems accountant 11, 12

tableau de bord 429
targets

budget targets 327, 351–2
performance targets in the public sector

427, 428
criticisms of 429–30

target costing 488–9
Tate and Lyle 299
tax havens 446
tax incentives 296–7
taxation 296–7
Tayles, M. 96
Taylor, P. 281–2
technology

AMTs 301–2
types of new technology 301–2

Tesco 289, 477
three-level analysis 247–9
Tigert, D.J. 228–9
time value of money 269, 271, 272–3
timeliness 14
timing

cash flows 266
tax payments 296–7

top-down budget process 322
total accounts 157–65
total cost 35–6

activity level and 208–12
estimating fixed and variable costs 227–8

total divisional profit 439–40
total product cost 41, 56, 129, 130
total quality management (TQM) 302,

496–7
total shareholder return 407
total work-in-progress record 133
Toyota 64
trade creditors 156, 331, 464, 465
trade debtors 463–4
traditional approach to overhead costs

74–85, 87, 88, 92
comparing with ABC 94–6

train operating company 428
transfer price 446–50, 452–3
Transport for London 314
Transport Scotland 242
treatment protocol 140
Trenchard, P.M. 198
Turner, J.D. 453

UAW 64
unavoidable costs 413
uncertainty

capital investment appraisal 269, 277
decision making under 247–54

under-absorbed fixed overhead 112–13,
113–15

under-recovered fixed overhead cost 83
understocking 470
unit activity 86
unit cost 35–6, 78
United States of America

Balanced Scorecard 429
Department of Defence 360
EVA 452
PPBS in Florida 359
standard costing 372

unsecured creditors 465

vaccines 120
value chain 486, 491

analysis 491–3
value of work completed to date 166
Van der Stede, W.A. 362
Van der Veeken, H.J.M. 24–5
variable costing see marginal costing
variable costs 33, 35–6, 38–9, 43–4, 118

labour 65
materials 60
short-term decision making 208–13

break-even analysis and change in 
218

estimating 227–8
variable overhead cost variances 379,

386–7, 393
efficiency variance 379, 386–7, 393
rate variance 379, 386, 393

variance 354–6, 371
variance analysis 375–98

broader view of applications 397–8
direct labour variances 377–8, 384–6,

392–3
direct materials variances 375–7, 383–4,

392
fixed overhead variances 379–81, 387,

393
flexible budgets 354–6, 390– 6
investigating variances 389–90
performance evaluation 413–14, 414–17
reconciling budgeted and actual profit

382, 387–8, 394
sales variances 381–2, 387, 393
usefulness of 396–7
variable overhead variances 379, 386–7,

393
variance reports 355, 356, 394–5, 397
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wages 63, 64
cost control account 159–62
job cost records 150, 151, 154, 156
see also labour costs; salary

Walker, C. 141–2
walking 314
Wallin, J. 362–3
warranty costs 495
waste 59
water costs, domestic 39
wedding cakes 134
weighted average cost of capital (WACC)

451
weighted average method 187–9
Wembley Stadium 174
Westhead, P. 476
Westrup, C. 304
wind farms 18, 303
Wolseley plc 445

wood waste, burning 191
work-in-progress 462

cost control account 163, 164
job costing 135, 136, 137, 138, 139, 151,

152, 153, 154–5, 156
process costing 184–5

with opening work-in-progress 187–9
without opening work-in-progress

185–7
total work-in-progress record 133

working capital 8, 462, 466–70
cycle 467, 468, 477
requirements 295
small businesses and managing 476
targets 329

worst outcome 247–9
Wouters, M.J.F. 24–5
Wu, N.L. 141–2

Yazdifar, H. 24

zero-based budgeting (ZBB) 356, 358


