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Preface

‘I’m afraid you are going to need a heart transplant’ was the news given to a very ill 
patient. The patient thought for a moment. ‘That’s okay’, he replied, ‘providing it’s the 
heart of an accountant’. ‘Why an accountant?’ enquired the bemused surgeon. ‘I want 
one that hasn’t been used yet!’ was the reply.

Jokes about accountants are commonplace and good fun too. However, account-
ing and its sister discipline, finance, are vital aspects of running any business 
enterprise, public body or indeed even the home. For the individual who is 
ambitious and wishes to make a mark in management these are ‘need to 
know’ subjects. In large companies, executive and non-executive directors and 
managers at all levels need to be intimately aware of the impact that their 
decisions are likely to have upon the reported performance of the business. 
Unfortunately, it is rarely sufficient to rely exclusively upon the advice of the 
professionals in the area. The bodies that regulate the conduct of accounting 
and other financial disciplines rightly demand very high standards of integrity 
and competence. However, professional advice needs to be understood and on 
occasion challenged. In smaller organisations, managers often have to work 
through the financial implications of their actions themselves.

This book is for the reader who is willing to spend the time and energy 
required to master what for many are difficult subjects. The approach we have 
taken throughout this book is contextual. We explore the wider business and 
policy implications of the subject as well as its technical aspects. The methods 
we demonstrate in this book have their genesis in the teaching of accounting 
that developed at the London School of Economics and the University of 
Manchester in the 1960s and 1970s. Using these methods we sidestep the 
conventional double-entry book-keeping approach and demonstrate financial 
accounting from a systemic point of view. In the book you will find a brief ex-
planation of the double-entry method of accounting but our principal approach 
follows an ‘extended trial balance’, or ‘balance sheet equation’ approach. We 
explore the full range and power of this simple system, and show how it can be 
adapted to deliver cash flow statements and even simple consolidated accounts. 

In this third edition we have made a number of changes and improvements 
reflecting the fast-moving nature of our subject. The adoption of the inter-
national financial reporting standards across Europe from 2005 has presented 
a number of challenges in writing this book. In addition, the financial collapse 
in 2008 had many implications for the conduct of finance throughout the world. 
We endeavour throughout the book to provide an insight into the implications 
of all of these changes for the practising manager. Indeed, it is ultimately the 
practising manager for whom this book has been written.
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This book will have its strongest appeal to participants on non-specialist 
management programmes, MBA and diploma courses being our primary 
market. However, students on undergraduate programmes in business and 
management will also benefit greatly from the teaching approach we employ. 
The connections we make between accounting and finance and the range of 
other subjects students on these programmes normally undertake should help 
in the important task of integrating knowledge and understanding across the 
syllabus. 

Finally, this book is strongly recommended to any manager who simply 
wants to learn the subject without attending a formal course of study. There 
is enough here for you to achieve that aim and to put you in a position where 
you can develop more specialist expertise if you wish or indeed just be able to 
talk to and question the specialists in a more informed and intelligent way. We 
believe that the material in this book, if well understood, should provide you, 
the practising manager, with more than 90 per cent of everything you will need 
to know about the subject – for the rest, you will need to access professional 
expertise but at least you will have a good understanding of what it is they 
are trying to say.


