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Preface

This book is about finance and accounting. So are many other books. What sets this book apart from the rest is that it discusses all aspects of finance and accounting in one single edition. This means three areas of interest are discussed.

1. Financial management

2. Management accounting

3. Financial accounting

These three subjects will usually not be found in existing standard textbooks. They are typically treated separately as individual subjects in their own corresponding textbooks. The three subjects are closely related however since they all deal with the many financial issues facing a business organization.  

Finance or financial management deals with matters concerning attracting and allocating funds. This means two basic questions are involved: What investments should the business undertake and how should these investments be financed?

An important aspect of this subject is the discussion and analysis of the various sources of external finance and their costs. 

Management accounting deals with procedures and calculations that can be used to monitor and improve the company’s efficiency and performance. The term cost accounting is also frequently used for this subject.

Financial accounting deals with the processes, procedures and rules concerning the reporting of financial data to outside parties. The study of this subject may involve a good deal of corporate and fiscal law. 

The boundaries between the three subjects are not always very clearly defined. Both financial management and management accounting for instance, treat the topic of investment selection. 

Since the three subjects are related fields of study, they share a lot of terminology and analytical tools. For this reason the book starts of with a discussion on the financial statements of the business. Understanding these statements is a prerequisite for a successful study in any of the three subjects. 

For historic and even cultural reasons, the treatment of the three subjects can be different in various countries. This especially is true for financial accounting. As was mentioned above, financial accounting is linked to corporate and fiscal law. The legal requirements concerning publication of financial information can be very different from country to country. This book is not set in a specific national context or country. It is written from a more universal perspective, comparing national differences where necessary or illustrative.   

I hope this book will be helpful in understanding and studying finance and accounting. Comments from users will be greatly appreciated. 

Ewoud Jansen 
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