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INTRODUCTION: DECODING THE
LANGUAGE OF BUSINESS

Numbers  tell  a  story.  In  the  world  of
business, that story is written in financial
statements,  budgets,  and  performance
reports.  Yet  for  many  students  and
professionals  who  are  not  accounting
majors,  the  language  of  debits  and
credits  can  feel  like  a  foreign  tongue.
This  is  precisely  where  the  textbook
Accounting:  What  the  Numbers
Mean  by  David  Marshal l ,  Wayne
McManus, and Daniel Viele becomes an
essential  guide.  Rather  than  drowning
readers in complex journal entries, the
book focuses on interpretation—helping
managers,  investors,  and  anyone  who
needs  to  make  informed  decisions
understand  what  financial  data  actually
reveals  about  an  organization’s  health.
In this article, we will explore the core
themes of Marshall’s approach, why this
text  remains  a  cornerstone  for  non-
accountants,  and  how  its  practical
insights  can  be  applied  in  real-world
decision-making.  Whether  you  are  a
business student, a new entrepreneur, or
a seasoned executive looking to sharpen
your  financial  literacy,  understanding
“what the numbers mean” is a skill that
pays dividends.

WHO IS DAVID MARSHALL AND

WHY DOES HIS BOOK MATTER?

David  H.  Marshall  was  a  professor  of
accounting  and  a  respected  educator
who  understood  that  accounting
instruction  often  misses  its  broader
purpose.  Along with  co-authors  Wayne
McManus  and  Daniel  Viele,  he  wrote
Accounting: What the Numbers Mean to
bridge  the  gap  between  technical
accounting procedures and the strategic
use  of  financial  information.  The  book
has  been  widely  adopted  in  MBA
programs, executive education courses,
and  undergraduate  business  curricula
precisely  because  i t  pr ior i t izes
comprehension over memorization.
The central premise of Marshall’s work is
straightforward:  accounting  is  not  just
for  accountants.  Every  manager  must
read an income statement,  evaluate a
balance  sheet,  and  assess  cash  flow
patterns.  The  book  removes  the
intimidation factor by explaining terms in
plain  language  and  connecting  each
concept to a business decision. It shows
that accounting is, at its heart, a system
for  measuring  and  communicating
performance—and that anyone can learn
to  interpret  those  measurements
effectively.
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Approach to
Financial

Statements
One  of  the  hallmarks  of  “Accounting
What  the  Numbers  Mean”  is  its  user-
focused perspective. Instead of starting
with  rules  and  procedures,  the  text
begins  with  the  assumption  that  the
reader  wants  to  use  account ing
information, not prepare it. This shift in
mindset is powerful. For example, when
discussing  the  balance  sheet,  Marshall
doesn ’ t  immediate ly  d ive  in to
classification  rules;  he  first  asks:  “What
can  this  statement  tell  me  about  the
company’s liquidity and solvency?” The
focus is on analysis, not preparation.

Core Concepts
Covered in the
Book
The  book  is  structured  to  build  a
foundational  understanding  of  financial
account ing  before  moving  into
managerial  accounting.  Key  topics
include:

The Accounting Cycle: A high-
level overview of how transactions
become financial statements.
Financial Statements: Income
statement, balance sheet,
statement of cash flows, and
statement of stockholders’ equity.
Ratio Analysis: How to use
liquidity, profitability, and leverage
ratios to evaluate performance.
Cost Behavior: Understanding

fixed vs. variable costs for
budgeting and decision-making.
Budgeting and Variance
Analysis: Planning for the future
and comparing actual results to
plans.
Capital Budgeting: Evaluating
long-term investments using net
present value, internal rate of
return, and payback period.

Each chapter reinforces the idea that the
numbers  have  meaning—they  tell
managers  where  to  focus  attention,
where  problems may lie,  and  whether
strategies are working.

WHY “ACCOUNTING: WHAT THE
NUMBERS MEAN” IS DIFFERENT
FROM TYPICAL TEXTBOOKS

Traditional  accounting  textbooks  often
overwhelm students with rules for debits
and  credits,  adjusting  entries,  and
closing processes. While those technical
skills  are  necessary  for  accounting
majors,  they  can  obscure  the  bigger
picture  for  everyone  else.  Marshall’s
book intentionally minimizes procedural
detail  and  emphasizes  conceptual
understanding. For instance, instead of
teaching how to prepare a statement of
cash  flows,  the  book  teaches  how  to
read one and what  the three sections
(operating,  investing,  financing)  reveal
about a company’s cash generation and
spending habits.

Real-World
Applications and
Case Studies
Throughout  the  text,  real  company
examples  bring  the  concepts  to  life.
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Readers  analyze  the  financial
statements  of  well-known  corporations
to  see  how  ratios  are  computed  and
interpreted.  This  case-based  approach
helps solidify the practical utility of each
technique.  You  learn  not  just  what  a
current ratio is, but why a current ratio
of 1.5 might be healthy for a retailer but
risky for a manufacturer.

Focus on
Managerial
Decision-Making
The  second  half  of  the  book  shifts  to
managerial accounting—the information
used  inside  the  organization  for
planning,  controlling,  and  decision-
making. Here, the authors explore topics
like cost-volume-profit analysis,  relevant
costing, and performance measurement.
These chapters  are especially  valuable
for  managers  who  need  to  decide
whether to drop a product line, make or
buy  a  component,  or  set  prices.  The
book  provides  frameworks  for  thinking
through these decisions  logically  using
data.

KEY LESSONS FROM MARSHALL’S
APPROACH

Reading “Accounting What the Numbers
Mean”  is  not  about  memoriz ing
formulas;  it’s  about  developing  a
mindset.  Below are  some of  the  most
important  takeaways  that  readers
consistently  highlight:

1. The Income

Statement
Shows More
Than Profit
Many people think the income statement
simply reports whether a company made
money.  Marshall  explains  how  gross
profit  margin,  operating  expenses,  and
non-operating  items  like  interest  and
taxes  tell  a  detailed  story  about  a
company’s  operational  efficiency  and
cost structure. A declining gross margin
may  signal  pricing  pressure  or  rising
input  costs—critical  information  for
strategic  planning.

2. Cash Flow Is
King
Earnings  can  be  manipulated  through
accounting  choices,  but  cash  flow  is
harder  to  fudge.  Marshall  devotes
significant  attention  to  the  statement  of
cash  flows,  showing  how  positive
operating cash flow is a sign of a healthy
core business,  while heavy reliance on
financing  or  investing  cash  inflows  may
indicate underlying problems.

3. Ratios Provide
Context
A single number—like net income of $10
million—means  little  without  context.
Ratios like return on equity (ROE), debt-
to-equity,  and  inventory  turnover
provide  benchmarks  and  comparisons.
The book teaches readers to compare a
company’s  ratios  against  its  own
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historical  performance  and  industry
averages  to  identify  trends  and  red
flags.

4. Fixed and
Variable Costs
Drive Decisions
Understanding  cost  behavior  helps
managers predict how profits will change
with  sales  volume.  The  concept  of
contribution  margin  (sales  minus
variable  costs)  is  a  powerful  tool  for
short-term decisions. Marshall illustrates
how  to  use  break-even  analysis  to
assess  risk  and  set  sales  targets.

5. Budgets Are
Plans, Not
Predictions
Budgets often get a bad reputation as
rigid constraints. Marshall reframes them
as  communication  and  coordination
tools. By comparing actual results to the
budget, managers can identify variances
and  take  corrective  action—a  process
known  as  management  by  exception.
This  shifts  the  focus  from  blame  to
learning.

WHO SHOULD READ THIS BOOK?

The  beauty  of  “Accounting:  What  the
Numbers Mean” is its accessibility. It is
designed for:

Business students who need a
solid grounding in financial
statement analysis without
pursuing an accounting major.

Entrepreneurs who want to
understand the financial
implications of their decisions and
communicate effectively with
bankers and investors.
Managers in non-financial
roles (marketing, operations, HR)
who must interpret budgets and
performance reports.
Investors and analysts who
desire a clear, practical guide to
evaluating company financials.
Professionals studying for the
CPA or CMA exams who need to
reinforce concepts from a
conceptual perspective.

Even  exper ienced  accountants
sometimes  appreciate  the  book’s
straightforward explanations when they
need  to  communicate  financial  insights
to  colleagues  without  an  accounting
background.

HOW TO APPLY “WHAT THE
NUMBERS MEAN” IN PRACTICE

Reading the book is just the first step. To
truly internalize its lessons, apply them
regularly. Here are some practical ways
to use the concepts from Marshall’s text:

Analyze a company’s annual1.
report. Pick a public company you
know well and download its 10-K.
Walk through its income
statement, balance sheet, and
cash flow statement, computing a
few key ratios each week as you
learn them.
Build a simple budget for your2.
department or personal
finances. Classify expenses as
fixed or variable, and create a
contribution margin analysis. See
what happens when you change
your pricing or volume
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assumptions.
Use variance analysis in your3.
work. If you have a project
budget, track actual spending
against the plan each month.
Investigate any significant
deviation—not to blame, but to
understand.
Read financial news with a4.
critical eye. When an article says
“earnings beat expectations,”
check whether the beat came from
operating improvements or one-
time items. Use cash flow data to
verify the quality of earnings.

CONCLUSION: NUMBERS AS A
NARRATIVE

Accounting:  What  the  Numbers
Mean  by  David  Marshall  and  his  co-
authors  stands  as  a  timeless  resource

because it treats accounting not as a set
of rules to memorize but as a language
to  be  spoken  fluently.  In  a  world  where
data-driven  decisions  are  paramount,
the  ability  to  interpret  financial
information is no longer optional—it is a
core competency for anyone in business.
By  focusing  on  meaning  rather  than
mechanics,  Marshall  empowers readers
to move beyond the numbers and see
the story  they tell  about  a  company’s
past performance and future potential.
The  next  time  you  are  handed  a  profit
and loss statement or a balance sheet,
remember that the numbers are not just
figures in columns.  They are a narrative
of choices, risks, and opportunities. With
the  insights  from  this  book,  you  will
know  exact ly  how  to  read  that
story—and how to write a better one for
your own organization.


