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  Preface 

 Success in any business—big or small—requires the use of cost and management account-
ing concepts to inform decision making. Cost accounting provides key data to managers 
for planning and control, as well as providing techniques for costing products and services 
and for measuring performance. This book focuses on how cost accounting helps manag-
ers make better decisions by using financial and nonfinancial information better. In order 
to build these skills, we focus on the basic concepts and analytical techniques that make 
cost accounting an essential part of business strategy. 

  Hallmark Features of Cost Accounting 

   ◆   Exceptionally strong emphasis on managerial uses of cost information  
  ◆   Clarity and understandability of the text  
  ◆   Excellent balance in integrating modern topics with traditional coverage  
  ◆   Emphasis on human behaviour aspects  
  ◆   Extensive use of real-world examples  
  ◆   Ability to teach chapters in different sequences  
  ◆   Excellent quantity, quality, and range of assignment material   

 The first 13 chapters provide the essence of a one-term (quarter or semester) course. There 
is ample text and assignment material in the book’s 22 chapters for a two-term course. 
This book can be used immediately after the student has had an introductory course 
in financial accounting. Alternatively, this book can build on an introductory course in 
managerial accounting. 

 Deciding on the sequence of chapters in a textbook is a challenge. Since every 
instructor has a unique way of organizing his or her course, we utilize a modular, flexible 
organization that permits a course to be custom tailored.  This organization facilitates 
diverse approaches to teaching and learning.  

 As an example of the book’s flexibility, consider our treatment of process costing. 
Process costing is described in  Chapter   17   . Instructors interested in filling out a student’s 
perspective of costing systems can move directly from job costing described in  Chapter   4    
to  Chapter   17    without interruption in the flow of material. Other instructors may want 
their students to delve into activity-based costing and budgeting and more decision-
oriented topics early in the course. These instructors may prefer to postpone discussion of 
process costing.  

  New to This Edition 

  Deeper Consideration of Global Issues 
 Businesses today have no choice but to integrate into an increasingly global ecosystem. 
Virtually all aspects of business—including supply chains, product markets, and the mar-
ket for managerial talent—have become increasingly international in their outlook. To do 
this, we have focused on examples in  Vignette Boxes  and  Concepts in Action  which focus 
on the global context of businesses in the production, merchandising, and service sectors. 
We have also developed examples and discussions in the chapter material that focus on 
the importance of transfer pricing as a technique to manage tax strategy ( Chapter   21   ), 
the different nature of process flows in inventory management ( Chapter   19   ), and capital 
budgeting ( Chapter   20   ). 
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 We have expanded the discussion through the text on the role of accounting systems 
in fostering and supporting innovation and developing organizational strategy. We have 
also added ideas based on current research in areas of the balanced scorecard, performance 
management, and enterprise resource planning systems and information technology.  

  Streamlined Presentation and Chapter-by-Chapter Changes 
 We continue to simplify and streamline our presentation to make it as easy as possible for 
students to learn the concepts, frameworks, and tools. We have attempted to balance this 
against the desire to provide comprehensive explanations reflecting current research and 
modern organizational practice, as well as to offer a complete set of problems for students 
to practise these concepts. There have been some major changes in the Seventh Canadian 
Edition of  Cost Accounting.  To ease your transition from the Sixth Canadian Edition, we 
highlight the following changes, by chapter. 

  Chapter   1    has been rewritten to include expanded discussions of ethics and sus-
tainability. The chapter also reflects the shifting landscape of professional accounting 
in Canada, as we discuss the changes that are emerging with the creation of Chartered 
Professional Accountants (CPA) of Canada from the legacy designations: the Chartered 
Accountants of Canada, the Society of Certified Management Accountants of Canada, 
and the Certified General Accountants of Canada. 

  Chapters   2    and    3    have been revised to make it easier for students to understand core 
concepts in accounting and to provide the grounding for the decision-making framework 
to be used throughout  Cost Accounting . The content also reflects real decision-making 
processes in real companies from the Canadian and global contexts. 

  Chapters   4    and    5    have been updated to include a substantial amount of new mate-
rial to enhance the coverage of manufacturing overhead allocation and manufacturing 
overhead control. The material also highlights the process of developing cost allocation 
pools from standard accounting classifications. These changes are intended to advance 
the understanding of how costing systems such as activity-based costing can effectively be 
implemented. 

  Chapter   6    frames the budgeting process as a decision-making activity. The financial 
figures in the budget schedules and cash flow budget are now internally consistent. A list 
of commonly used budget techniques has been added. The discussion on sensitivity, 
kaizen, and activity-based costing budgets now appears in the appendix to the chapter. 

  Chapter   7    presents the levels of variance analysis in a more consistent manner. The 
discussion on Level 4 variances (substitutable inputs) now appears in the appendix to the 
chapter. The section on not-for-profit benchmarks has been rewritten to include a list of 
characteristics for good NFP benchmarks. 

  Chapter   8    has new calculations showing the importance of fixed overheads and 
break-even issues for the firm. Some of the discussions have been shortened to improve 
readability. 

  Chapter   9    has been updated to reflect ASPE/IFRS with regard to capacity decisions 
for external reporting. The sections on throughput costing and the impact of capacity 
decisions on break-even analysis have been moved to an appendix. 

  Chapters   10    and    11    are a practical guide to various cost estimation techniques and 
the determination of the relevance of costs.  Chapter   19    from the Sixth Canadian Edition 
of  Cost Accounting  has been eliminated and the content redistributed to several chapters 
in the Seventh Canadian Edition—most significantly to  Chapters   10    and    11   . So, along 
with familiar discussions of regression analysis and enhanced topics on correlation versus 
causation, the chapter has new content such as the costs of quality and the impact of time 
on the costing and decision-making process. 

  Chapter   12    focuses on pricing decisions in the long- and short-term contexts, and 
builds on material in  Chapters   10    and    11    to expand the understanding of opportunity and 
relevant costs in how a pricing decision is made. 

  Chapter   13    reflects the diverse applicability of the balanced scorecard as an eval-
uative, communication, and strategy formulation tool in decision making. Emphasis is 
placed on understanding its application in financial, operational, and sustainability deci-
sion making. 
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  Chapter   14    contains new exhibits for the support cost allocation methods that com-
bine a graphic presentation with the calculations. A summary chart comparing the advan-
tages and disadvantages of the three methods has been added. References to matrix alge-
bra and the appendix have been removed from the narrative. 

  Chapter   15    has been updated to reflect ASPE/IFRS with regard to joint cost alloca-
tions. The section and exhibits showing the production and sales method for byproduct 
accounting have been changed to eliminate the issues with rounding. 

  Chapter   16    discusses revenue allocation methods and customer profitability. The 
exhibits for revenue allocation have been summarized to allow for easier comparison of 
the various methods. The discussion around revenue variance analysis is now focused on 
the contribution margin approach. 

 In  Chapters   17    and    18   , a discussion of when to use process costing has been added 
to the narrative. A number of the exhibits were changed slightly to make them more con-
sistent across the two chapters and to ensure numerical consistency. 

  Chapter   19    (formerly  Chapter   20   ) builds on the efforts to streamline content in 
 Chapters   10   ,    11   ,    17   , and    18    and provides revised content to examine traditional and 
just-in-time purchasing. The focus remains on developing an effective costing strategy for 
inventory management. 

  Chapter   20    (formerly  Chapters   21    and    22   ) represents one of the most significant 
changes for  Cost Accounting . Previously, the discussion on capital budgeting spanned 
two chapters. The material has now been streamlined and consolidated to focus on 
the decision-making process of capital acquisitions, including the impact of tax in the 
Canadian context. 

  Chapter   21    (formerly  Chapter   23   ) has been revised to address the use of trans-
fer payments as a tax minimization strategy. The updated content focuses on real-world 
examples and broader strategic concepts including decentralization. 

  Chapter   22    (formerly  Chapter   24   ) has been revised to focus on the increasing responsi-
bility of the executives and boards of directors for corporate governance. This chapter reviews 
the most recent legislation in Canada, the United States, and the European Union and how 
it impacts both executive compensation and corporate governance. A new summary chart 
compares the four common performance measurement tools (ROS, ROI, RI, and EVA).   

  MyAccountingLab 

 MyAccountingLab delivers proven results in helping individual students succeed. It pro-
vides engaging experiences that personalize, stimulate, and measure learning for each stu-
dent, including a personalized study plan, mini cases, and videos. MyAccountingLab is the 
portal to an array of learning tools for all learning styles—algorithmic practice questions 
with guided solutions are only the beginning! 

 The following features are  NEW  to MyAccountingLab for the Seventh Canadian 
Edition: 

  For Students 
   ◆     Adapative Assessment—Integrated directly into the MyAccountingLab Study 

Plan, Pearson’s adaptive assessment is the latest technology for individualized 
learning and mastery. As students work through each question, they are pro-
vided with a custom learning path tailored specifically to the concepts they need 
to practise and master.  

  ◆    Enhanced Pearson eText —End-of-chapter MyAccountingLab assessments are now 
linked directly to the eText, providing students with a seamless reading and practis-
ing experience.  

  ◆    Dynamic Study Modules —Canadian study modules allow students to work through 
groups of questions and check their understanding of foundational accounting topics. 
As students work through questions, the Dynamic Study Modules assess their knowl-
edge and only show questions that still require practice. Dynamic Study Modules 
can be completed online using a computer, tablet, or mobile device.    
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  For Instructors 
   ◆    Learning Catalytics —This “bring your own device” student engagement, assess-

ment, and classroom intelligence system allows instructors to engage students in 
class with a variety of question types designed to gauge student understanding.  

  ◆    Chartered Professional Accountant Competency Mapping  and AACSB Learning 
Outcome Mapping—Instructors can now view MyAccountingLab assessments by 
CPA Competencies and select questions based on the specific competencies that 
they’d like to test. Instructors can also sort questions by AACSB Learning Outcomes.     

  Additional Resources 

 The following resources are available for Instructors at the Instructor’s Resource Centre 
on the catalogue, at www.pearsoncanada.ca/highered. 

   ◆   Instructor’s Solutions Manual provides instructors with a complete set of solu-
tions to all the end-of-chapter material in this text. Available in both Word and 
PDF formats.  

  ◆   Pearson TestGen, the test bank for  Cost Accounting , offers a comprehensive suite of 
tools for testing and assessment. TestGen allows educators to easily create and dis-
tribute tests for their courses, either by printing and distributing through traditional 
methods or by online delivery. The more than 2,200 items are linked to the Learning 
Objectives, and ranked by difficulty.  

  ◆   Test Item File. All the test questions from the TestGen testbank are also available in 
Microsoft Word format, available within MyStatLab or at www.pearsoncanada.ca/
highered.  

  ◆   Instructor’s Teaching Tips Digital eText Resource Instructors can easily locate useful 
teaching tips and resources throughout the eText, annotated by apple icons through-
out the chapters. This eText is located in MyAccountingLab.  

  ◆   PowerPoint Presentations prepared for each chapter of the text. The interactive pre-
sentation offers helpful graphics that illustrate key figures and concepts from the text, 
chapter outlines, and additional examples. In addition, instructors can custom-create 
their own using a combination of these supplied slides and the Image Library of exhibits.  

  ◆   Image Library includes the exhibits and illustrations from the text.

Pearson Custom Library
For enrolments of at least 25 students, you can create your own textbook by choosing the 
chapters that best suit your own course needs. To begin building your custom text, visit 
www.pearsoncustomlibrary.com. You may also work with a dedicated Pearson Custom 
editor to create your ideal text—publishing your own original content or mixing and 
matching Pearson content. Contact your local Pearson representative to get started. 

CourseSmart for Instructors 
CourseSmart goes beyond traditional expectations, providing instant, online access to the 
textbooks and course materials you need at a lower cost for students. And even as students 
save money, you can save time and hassle with a digital eTextbook that allows you to 
search for the most relevant content at the very moment you need it. Whether it’s evaluat-
ing textbooks orcreating lecture notes to help students with difficult concepts, CourseSmart 
can make life a little easier. See how when you visit www.coursesmart.com/instructors.

CourseSmart for Students
CourseSmart goes beyond traditional expectations, providing instant, online access to the 
textbooks and course materials you need at an average savings of 60 percent. With instant 
access from any computer and the ability to search your text, you’ll find the content you need 
quickly, no matter where you are. And with online tools like highlighting and note-taking, 
you can save time and study efficiently. See all the benefits at www.coursesmart.com/students.
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Learning Solutions Consultants
Pearson’s Learning Solutions consultants work with faculty and campus course design-
ers to ensure that Pearson products, assessment tools, and online course materials are 
tailored to meet your specific needs. This highly qualified team is dedicated to helping 
schools take full advantage of a wide range of educational resources by assisting in 
the integration of a variety of instructional materials and media formats. Your local 
Pearson Education sales representative can provide you with more details on this service 
program.    
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