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Loyola University Chicago

Graduate School of Business

Winter 2008-2009 Quarter

Accounting 424   

Management Accounting

Beginning My Studies, by Walt Whitman

Beginning my studies, the first steps pleased me so much,

The mere fact consciousness, these forms, the power of motion,

The least insect or animal, the senses, eyesight, love,

The first step I say awed me so much,

I have hardly gone and hardly wished to go any farther,

But stop and loiter all the time to sing in its ecstatic songs.

If any congregation of men could merit perdition on earth and in hell, it is the company of Loyola.  John Adams talking to Thomas Jefferson 

Professor Larry Metzger, MBA, Ph.D., CPA, CMA, CFM  (Having all these letters just reminds me how little I know. Besides, my wife keeps me humble.) 

Office: Maguire Hall, Room 514, Phone (312) 915-7107: Fax (312) 915-7224: e-mail: lmetzge@luc.edu

Office hours: MWF 10:30 – 11:30, 12:30 – 2:30, Wednesday 4:00 – 6:00 and by appointment.  

Required text:  Cost Management: A Strategic Emphasis, Blocher, Chen, Stout and Cokins, 4th Edition, McGraw-Hill Irwin. As you make your way through the material in the text, remember the words Mortimer Adler and Charles Van Doren from How to Read a Book.

Reading is an adventure in renewal, a creative act, a perpetual beginning, a rebirth of wonder. Reading is not only a kind of action; it is also a frame of mind, a kind of work, an attitude of consciousness. 

Prerequisites: Accounting 400 or the undergraduate equivalent. 

From the book The Grace of Great Things, by Robert Grudin, Chapter 14, “On Teaching:”

“True teachers, whose daily actions may not seem heroic, are nonetheless the source of what makes humanity itself a sort of hero: they awaken the awareness that makes humans preeminent on earth; they store and pass on that knowledge of nature whose incremental growth has vastly enlarged our power...Teaching is the characteristic human function, the classic human activity.”

Continuing: “The proper method of teaching a given art is available only to those who, by personally engaging in that art, have become conversant with its inner necessities. The fundamental motive of true teaching is the love that seeks and studies and performs. True teachers not only impart knowledge and method but awaken the love of learning by virtue of their reflected love.”

I shall make every attempt to live up to this view of teaching. I believe it, and I will fill this course with good stuff. In the Jesuit tradition. Speaking of which, don’t forget to pay your tuition. Otherwise, you lose points with God.

What can you expect?

“Students who arrive in the classroom alive and well become passive consumers of knowledge and are dead on departure.” From The Courage to Teach, by Parker Palmer.

As I proceed through my 27th  year as a university instructor, I become more and more convinced of the ideas of Nobel Prize winning physicist Richard Feynman, probably the smartest man you never heard of.  He was voted as one of the top 100 smart guys of the 20th century by Time Magazine. Professor Feynman was continually disappointed with students who substituted memorization for understanding. Students would only know what a word means in terms of other words. He respected the inventive soul, the habit of seeking better ways to do anything. Knowledge by doing, he said, gives a feeling of stability and reality about the world and drives out many fears and superstitions. Being and thinking like everyone else, he said, is like a bunch of worms, trying to get out of a bottle by crawling over each other. Yuck!

The major focus of this course is to investigate how accounting information helps us make better decisions. To do this, we need background in how accounting information is developed, summarized and measured. There is so much information available for analysis and numerous ways to massage and interpret information. How information is framed and used in contingent upon the decision being analyzed. For this course, the primary decision focus is internal, that is, made by the management of the firm. We need to analyze the connections and layers between the various sources and uses of information needed to make these decisions. 

Managerial accounting can provide far more information that just a product’s cost or a division’s operating income. Rather, it is an information system. As we will see in this course, management accounting information can help firms develop and use information about its social, environmental and ethical climate. For example, balanced scorecards, discussed in Chapter 2, and capital budgeting, discussed in Chapter 20 can help a firm implement technology and develop performance indicators that measure its commitment to objectives such as pollution control, working conditions, community involvement and philanthropy. Management accounting’s contribution to a firm’s ethical climate is woven throughout the discussion in the course with a major focus on the question: What will you do in a given situation?    

There will be minimal work with journal entries. My aim in the course is to continually ask the following question:  How does what we are doing help you make better decisions?  What we do in class must always be put in context of a company’s strategy and mission and information needs. By the end of the course I want you to feel that you have made significant improvement in your thinking ability with respect to decision-making. Assuming you put in the effort, if you have not improved in this area, then I have done something wrong.

Consider the following poem from Richard Wilbur:

I read how Quixote in his random ride

Came to a crossing once, and lest he lose

The purity of chance, would not decide
Wither to fare, but wished his horse to choose.

For glory lay wherever he might turn.

His head was light with pride, his horse’s shoes

were heavy, and he headed for the barn.

A major issue with the course will be the diverse backgrounds and interests of you the student. Some of you have relatively extensive technical backgrounds in accounting and business and some of you do not. There will undoubtedly be a wide range of work and industry backgrounds. There will also be different interests with respect to decision-making. 

Regardless of your perspective(s), all of us should be willing to teach each other. Collectively, we know lots of stuff. We can and will share this with each other. There are more of you than there is of me. Lots more. Consider the following thought. It is adapted from the writings of St. Augustine: “Intellectual goods, unlike material ones, are not diminished by being more widely distributed. Rather they are actually increased.”

Since I am quite sure that all of you are taking this course to improve your work skills, as opposed to taking it for the pure joy of understanding accounting better, let us consider the following quote from the book The Care of the Soul, by Thomas Moore:

“Work is to be taken and seized. All work is sacred. We are loved by our work. It can excite us, comfort us, and make us feel fulfilled. Work is an extension or reflection of yourself. If our work does not have an erotic tone to us, then it probably lacks soul as well.”

Attendance

“I do not open the truth to one who is not eager.” Confucius 

As you are aware, we meet for only ten sessions. So attendance is important. As I am aware, some of you travel and all of you (me too) have lives outside of school. As tempting as it may be to miss class, I strongly recommend that you keep absences to a minimum. If you do have to miss class, let me know so that we can make arrangements to get the class material to you. I usually provide handout material in class and you need to get this for the particular chapter/topic being covered. I will do my best to make class time enjoyable and productive. I hope you will too.

Homework

“I want my own will, and I want simply to be with my will as it goes toward action, and in the silent, sometimes hardly moving times, when something is coming near, I want to be with those who know secret things, or else alone.” (Rilke)

The homework assigned for this course is not meant to simply keep you busy, although it certainly will do this. It is assigned to help you learn. Better, to help you want to learn. How? By allowing us to ask questions. Most of the time, the required calculations are just the beginning. It is what we do with the information that really matters. The ability to know what information is needed, where and how to get it, how to put it together, and then connecting everything together to make choices is what makes this course exciting. So do not dread the homework. Rather, think of it as garden work. Sometimes it is messy, and sometimes we would rather do anything except think hard, but the results are well worth the effort. Also, consider this thought from the book Seven Life Lessons of Chaos Theory: “What we seek may not lie in the answer but rather at the center of the question, in the very depths of the missing information. Missing information is the window to the whole. In the pit of uncertainty looms our access to creative possibilities.”

Each chapter has self-study problems and solutions at the end of the chapter material. You can use these to test your knowledge and understanding before you try the homework.   

There is a song written and performed by Don McLean, of American Pie fame. It is titled “Vincent” and tells a story of the artist Vincent Van Gogh. It has sold over 20 million copies worldwide. Part of the song talks about his ability with his brush, his materials. The words are as follows:

Starry, starry night,

flaming fires that brightly blaze,

swirling clouds in violet haze, 

reflecting Vincent’s eyes of china blue.

Colors changing hue,

morning fields of amber grain,

weathered faces lined in pain

are soothed beneath the artist’s loving hands.

Now I understand.

The last two lines especially strike me as very relevant to our own work. When you do your own work or your class work, think about this passage. It may help you be patient and recognize that what you do is really no different than what any artist does. Truly.

Grading

“Do not create what you cannot embrace.” Anonymous

There will be no in class examinations. I prefer to use the class time for discussion. Grades will be determined based upon a series of take home assignments. This type of grading has, in my opinion, several advantages. First, it frees up class time, which is sorely needed. Next, it avoids the necessity for you to cram for exams, which are constrained by a time factor. It allows a freer range of test question length and difficulty. Being take home in nature, they will of course be graded with the additional rigor accorded a take home assignment. This grading reduces the risk but increases the amount of work. 

The take home assignments will consist of a series of weekly assignments covering the material discussed in class. There will be nine of these in total. Each assignment will be worth 50 points. They will be assigned after we have gone over the material in class and will be due back the next week. You can work together but each of you must turn in your own assignment. I expect each of you to do your own work and NOT COPY OFF OF EACH OTHER. COPYING CHEATS YOURSELF AND YOUR CLASSMATES. These assignments will come primarily from homework material in the text. The assignments will take some serious time to complete and I expect them to be of high quality and turned in on time!!!
My basic grading scale is: 

93-100%: A

90-92%:   A-

88-89%:   B+

83-87%    B

80-82%    B-

78-79%:   C+, 

73-77%:   C, 

70-72%    C-

68-69%:   D+, 

63-67%:   D,

60-62%    D- 

< 60%,     F. 

Since all grading is based on a take-home format, I have set the A level relatively high. Rounding up or down will be at my discretion.

My mother used to tell me that there are two things that can never be taken away from you. Education and travel. Let me add one more. Your GPA.

Notice: All of the above discussion and the following assignments are subject to change, addition and/or deletion at any time at my discretion. 

If nothing else, this may be the longest syllabus you have ever read. Unless of course you have been in my undergraduate classes. We haven’t even gotten to the assignments yet. Before we do, consider the words from an anonymous poem I saw and copied down while riding a CTA bus to school one morning a while back.

Measuring time is the work

of those who haven’t loved.

I forget the sand that was falling

grain by grain by grain.

That’s how I accomplished love.

When my time comes I won’t know

if it’s my time for arrival or departure.

Only that I have paid relentlessly

what the gods of fire have charged me.

Assignments

 “I felt the things of the highest importance were being said about matters of the utmost urgency, things of which at all costs I must understand. The contents...were somehow my business, a personal matter to myself, or rather to some future self of my own. I must think.”                                                                      James Hillman

He read and he wrote, but also went off to visit the blacksmith’s shop, where they smelt the iron that went into swords. He felt right at home in the blacksmith’s shop. Whatever shape of the finished product depended on the intention of the blacksmith. He alone determined what it was going to be.

From the book: Ignatius of Loyola, The Pilgrim Saint. By Jose Ignacio Tellechea Idigoras

November 5th:  Welcome to the Winter Quarter. I hope you had a good Fall Quarter. Neither rain nor sleet nor snow shall keep us from our educational pursuits. For tonight, read Chapters 1 and 2 from the text. This reading will give you an overview of the integration of company strategy and cost management, including the use of value-chain analysis and the balanced scorecard. Time permitting we will begin a study of Chapter 3, which deals with cost concepts. 

November 12th:   Your first graded assignment will be due today. It consists of writing a solution to problems 2-32 through 2-35 in the text. These problems represent a comprehensive review of strategy, SWOT analysis, value chain analysis and the balanced scorecard. Also read Chapters 3 and 4, which cover cost concepts and job order costing.  These chapters build a foundation to help you understand the overall flow and measurement of costs within an organization. This will also help us to begin forming thought processes for using accounting information for decision making. Time permitting, we will begin a discussion of Chapter 5, which covers Activity Based Costing. 

November 19th: Turn in your second graded assignment. This assignment consists of problems 3-52, 3-54 and 4-41. Tonight we will work on Chapter 5 and also Chapter 6, which covers the topic of cost estimation. In Chapter 6 read appendix B but not appendix A.

November 26th:  Happy Thanksgiving. No class.

December 3rd:  Turn in your third graded assignment. This assignment consists of problems 5-59, 6-33 and 6-55. Tonight we will discuss Chapter 7, Cost-Volume Profit Analysis and Chapter 8, Strategy and the Master Budget. Please read both chapters carefully. 

December 10th:  Turn in your fourth graded assignment. This assignment consists of problems 7-30, 7-36, 8-56 and 8-57. (WARNING!!  The budget problems are long and will take some time. I will give check figures in class.) Tonight we will work on Chapter 9, which covers strategic decision making. It is a very important chapter. Please take some extra time to read and study it carefully. This is our last class before the Christmas break. Have a safe and joyous holiday season. There will be an assignment covering Chapter Nine material due when you return from Christmas break. It will be handout material given as part of the Chapter handout material. It will not be too long but is due on the day we return. I don’t want you to forget me completely.

January 14th: Welcome back. It has been a long time. Turn in your fifth assignment. Tonight we will continue our discussion of Chapter 9. I am intentionally spending a lot of time on this chapter as I feel it is very important for you to fully understand the concepts. We will move through more handout material and an assignment will be due next week. We will also begin a discussion of capital budgeting. Please read Chapter 20. 

January 21st:  Turn in your sixth graded assignment. This assignment requires you to complete problems assigned from the Chapter 9 handout material. Tonight we will continue our discussion of capital budgeting from Chapter 20. 

January 28th:  Turn in your seventh graded assignment, which is problem 20-46 parts 1-5 from the text and any handout material I assign. Tonight we will discuss Chapter 12, which covers the theory and mechanics of cost allocation. Please read the chapter through page 470. 

February 4th:  Turn in your eighth graded assignment. The assignment is problems 12-27 and 12-32 from the text and any additional handout material I may assign. Tonight we will work through Chapter 17 (through page 714) and Chapter 18, which cover performance measurement systems, analyzing investment centers and an introduction to transfer pricing. Needless to say, read Chapters 17 and 18 thoroughly. Hang in there. It is almost over. 

February 11th:  Finally, the last day of class. Although there is no in class final exam, we will be meeting tonight. Turn in your ninth and final graded assignment. The assignment is consists of problem 18-42 and additional handout problems. Tonight we will not waste your tuition dollars. We will discuss these final problems in class and finish up any left over material. WARNING!!  I will take a dim view of anyone who does not attend the last night. There may even be an opportunity to earn additional points through a bonus assignment. But you can’t get the points if you are not in class TO THE BITTER END. As one of my former professors (a Jesuit) once said “To learn is to suffer.” 

And that will be it. You actually have very little time off before the spring quarter begins. For those of you finished with your graduate studies, congratulations. For those of you continuing on, perhaps we will meet again, say in a week in ACCT 428 or in the summer in ACCT 406. Happy Valentines Day.  

Let’s conclude the course with a poem by William Butler Yeats. From a Dialogue of Self and Soul:  
I am content to follow to its source

Every event in action and in thought;

Measure the lot; forgive myself the lot!

When such as I cast out remorse

So great a sweetness flows through the breast.

We must laugh and we must sing,

We are blest by everything,

Everything we look upon is blessed.

Have a safe and happy spring.
