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Lecture 1: Introduction to MDC 

Weekly Objectives 

• To develop expectations about the general content of the subject: 

o Management accounting: what is it? who cares? 

o Structure of the content 

• To develop expectations about the teaching and learning strategies of the subject: 

o Objectives 

o Weekly activities 

o Assessment structure 

o Subject resources 

What is Management Accounting? 

• “The processes and techniques that focus on the effective and efficient use of 

organisational resources to support managers in their tasks of enhancing both 

customer value and shareholder value” 

• Management accounting systems 

o Management accounting information 

o Used by managers 

Why do organisations need management accounting? 

• Control: Exert influence/control over employees behaviour 

• Decision Making: Provide information to help make decisions 

Three Key Content Sections in MDC 

• Designing management accounting systems: 

o Weeks 2-5 

o Focus on performance measurement systems 

• Using management accounting systems 

o Weeks 6-10 

o Planning, evaluation, rewards, decision making,  

• Management accounting systems in context 

o Week 11 

o Organisational influences, variation in MAS 

Objectives of MDC 

• Subject Learning Objectives 

o Critically analyse the institutional, organisational and individual influences on 

management accounting systems 

o Form professional judgments about the appropriateness of the design and 

operation of management accounting systems 

o Apply theory to design management accounting systems in real-world 

organisational contexts 

o Develop communication and teamwork skills 
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• Program Learning Objectives 

o Apply critical and creative thinking to address issues in business  

o Convey information clearly and fluently in high quality written form appropriate 

for their audience 

Explaining entry ticket homework 

• Students wanting to attend tutorials are required to complete all of their weekly 

homework before class 

o Theory recap – discussed in lectures 

o Case questions – discussed in tutorials 

• If you cannot answer the question write what you don't understand , why you cannot 

answer the question 

• Each student is allowed one grace (‘free-rider’) week 

Weekly Cycle of Teaching and Learning Strategies 

• There is a weekly cycle of teaching and learning strategies 

o Pre-class preparation (readings, videos) 

o Self-study quizzes 

o Entry-ticket homework 

o In-class activities (in lectures and tutorials) 

Assessment Breakdown 

• Individual Assignment- 30% 

o Reflective writing exercise (10 marks) 

o Final essay (20 marks) 

o 3rd of April: draft essay (online) 

o 17th of April:  final essay and writing reflection (online) 

o 18th of April: final essay and writing reflection (hardcopy) 

• Group Design Report- 30% 

o Designing a performance measurement system for a real-world organisation 

o 3 elements: 

▪ Final performance measurement system design 

▪ Justification for this design  

▪ Description of your design process 

o April 11th: team registration and project plan (hardcopy)* 

o May 9th: draft design of performance measurement system (hardcopy)* 

o May 22nd: final report (online) 

o May 23rd: final report and peer assessment (hardcopy)   

  

• Final exam- 40% 

o Tests your weekly learning 

o Questions similar to weekly homework 

o Case will be pre-released 

o Full exam and marking guides for past semesters available on UTS Online 
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Lecture 2: Introduction to Performance Measurement 

What is a measure? 

• A measure transforms something in reality into a quantified, standardised unit of 

information 

• Can also be referred to as: 

o Indicator 

o Metric 

o Scale 

o Index 

• Measures must have units 

Performance measures generally focus on the outcome of activity, process or behaviour 

Why Measure Performance? 

• If accountants and information people wrapped up their systems and took them 

home, the whole process of producing society’s material goods and services, along 

with the governance of the social order, would grind to a standstill- Macintosh 2010 
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Why do organisations measure performance? 

• Formulate plans and implement strategy 

• Motivate managers and employees (evaluation and/or rewards)  

• Support managerial decision making 

Management accounting information has changed in response to differing organisational 

needs 

How do we measure organisational performance? 

Otley’s performance management framework 

• Objectives  

• Strategies, activities and measures 

• Targets 

• Rewards/penalties 

• Information flows 

What is performance? 

• Depends on the level: 

o Individual? 

o Division, department or function? 

o Whole-organisation? 

• Performance of activity (process) or outcome (output) 
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• Achievement of organisational objectives:  

o What is the organizational unit trying to achieve? 

o Specific aims? 

 

• An example of this is Commonwealth Bank aiming to have shareholder return in top 

quartile (compared to peers) on 5 year rolling basis. The performance can be 

assessed by the relative magnitude of their financial returns over the 5 year period 

Strategy is how we achieve organisational objectives: 

• The long term direction to achieve an organisation’s mission and objectives 

• 3 levels: 

o Corporate strategy 

o Competitive strategy 

o Operational strategy 

Corporate Strategy 

• Choices about the types of businesses 

• How best to structure and finance the organisation 
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Competitive (business) strategy 

• The way a business competes within its chosen market 

• Distinct business strategies for each business unit 

• Cost Leadership vs. Differentiation vs. Niche 

 

Operational strategy 

• Tactical and operational decisions about how the organisations will deliver 

competitive strategy: 

• How does the business function on a daily basis?  

• What are the core activities or processes? 

• How do we structure our processes and activities? 

 

Designing good measures 
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Design criteria 

• Validity: the extent to which a measure captures what is intended 

• Reliability: the extent of accuracy, objectivity and precision of the measurement 

• Clarity: the extent to which the measure (and measured output) is easy to 

understand, without vagueness in interpretation 

• Cost efficiency: the cost of collecting and measuring performance information does 

not outweigh the information benefits 

• Timeliness: the extent to which information arrives in time for analysis and action to 

be taken 

• Access: the extent to which the measurer has the right to access to the required 

performance information 

• Controllability: the extent to which you can improve or reduce the value of the 

measured output through action. It is unfair to hold people accountable for things 

they don’t have control over. 

• Cannot be gamed: gaming when a measure alters the behavioural patterns of 

employees. 

• Cannot be manipulated: manipulation is when managers or employees influence a 

measure so that it no longer reflects what was originally intended. 

Performance measurement systems 

• A performance measurements system is a set of processes that includes the collection, 

analysis and reporting of actual performance, usually compared to a target 
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How do performance measurement systems work? 

Pre-conditions of cybernetic control: 

• There are measures that enable the quantification of an underlying phenomenon 

activity or system 

• There are standards of performance or targets to be met 

• There is a feedback process  

• There is a comparison of the outcome to the standard 

• There is the ability to modify the phenomenon, activity or system 

Summary 

• Why measure performance? 

o Need for information in large decentralised organisations 

o Performance measurement is more efficient than other mechanisms 

• Basics of measurement 

o Translate the real world (activities, outcomes) into numbers (measured 

output) 

o Measures require units 

• What is ‘performance’ in organisations? 

o Can be individual, unit or organisational 

o Relates to achievement of organisational objectives and strategy 

• Design criteria 

o There are 9  

o Important for evaluating our designs 

• Performance measurement systems 

o Based on cybernetic loops 

o Comprise different elements (e.g. information, measures, targets, standards 

etc.) 
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