
TOPIC 1: INTRODUCTION 
 
CHANGES IN THE BUSINESS ENVIRONMENT 

• Become exposed to global competition for the first time 

• Changes in the regulatory environment have affected many industries 

• Australian business operate in an environment subject to rapid and unpredictable change 
 
 
 
WHAT IS MANAGEMENT ACCOUNTING? 
Refers to 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. 
 
Value Creation is a central focus for managers and refers to both customer value and shareholder value. 
  
 Customer Value – the value that a customer places on features of a product (Eg. Quality, low costs). 
 Shareholder Value – involves improving the worth of the business from the shareholders or owners 
 perspective (Eg. Increased profitability, increased share price and dividends). 
 
However, increasing customer value comes at a cost and managers may need to make trade-offs between 
undertaking actions that increase customer value, and actions that increase shareholder value. 
 

• Where there is conflict between values, shareholder value is likely to be given priority as this is the 
key strategic objective for most organisations. 

 
The effective and efficient use of resources is essential to creating both customer and shareholder value, and 
management accounting provides info to assist managers to perform this role. 
 
Effectiveness focuses managers on the successful achievement of an objective. 
Efficiency focuses managers on achieving the objective with the least possible consumption of resources. 
 
 
MANAGEMENT ACCOUNTING SYSTEMS 
Is an information system that produces the info required by managers to create value and manage resources. 
 
Factors that may cause management accounting systems to differ: 

• Differences in production or service technologies 

• Organisational structure 

• Organisation size 

• External environment 

• Levels of sophistication of computer systems 
 
 
MANAGEMENT ACCOUNTING INFORMATION 
Management accounting info is relevant to managers from the top of the organisation through to managers in 
operational areas of a business. 
 
Senior Managers -> need info that provides them with an overview of the entire organisation 
Middle Managers -> require more detailed information about their areas of responsibility 
Operational Managers -> will need info to help them manage their specific operations on a day-to-day basis 
 
 
Big Data  refers to the ‘vast amount of data continuously collected through devices and technologies such as 
credit cards and customer loyalty cards, the internet and social media, and increasingly, WiFi sensors and 
electronic tags’. 
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DIFFERENCES B/W MANAGEMENT ACCOUNTING AND FINANCIAL ACCOUNTING INFORMATION 
Financial Accounting – the practise of preparing and reporting accounting info for parties outside the 
organisation. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
One common aspect of a firms accounting system is the costing system. 
 
Costing System – a system that estimates the cost of goods and services, as well as the cost of organisational 
units. 
 
Management accounting also includes analyses of non-financial resources, such as manufacturing and sales 
performance data, and a range of techniques for managing costs and other organisational resources. 
 
 
 
MANAGEMENT ACCOUNTANTS WITHIN ORGANISATIONS 
Most large Australian organisations have a ‘finance function’, which is the group of staff who undertake a 
variety of accounting activities. 
 
The senior accountant may have several different titles; chief financial officer (CFO), financial controller, 
finance manager, financial analyst… 
 
The CFO should: 

• Be an effective leader and a key member of senior management 

• Balance the responsibilities of stewardship with those of business partnership 

• Act as the integrator and navigator for the organisation 

• Be an effective leader of the accounting/finance function 

• Be a professional and bring professional qualities to the role 
 
 
 
MANAGEMENT ACCOUNTING PROCESSES AND TECHNIQUES 
 
Management Accounting: 

• Supports the organisations formulation and implementation of strategy. 

 


