ACCTG 505—COST ACCOUNTING – INTRODUCTION

I. Preview

· Management (cost) accounting vs. financial accounting.

· Strategic management – planning and controlling.

· Customer focus:

· value chain analysis

· supply chain analysis

· key (critical) success factors

· continuous improvement (kaizen)

· Guidelines to adding value.

· Professional ethics in the corporate environment.

II. Management vs. Financial Accounting

Management accounting – measures and reports information for internal decision-making purposes.  Supports management’s business strategy.
Financial accounting (Intermediate Accounting series) – measures and reports information for external decision-makers.  Supports external stakeholders’ investment strategy.
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III. Strategic Management

A.
Business Strategy – a formulated plan of action.

Objective?  Achieve company’s long-term profitability goals.
B. How Accomplished?  (Planning/control cycle.)


Planning:
Setting goals; predicting results.


Link:  Feedback (performance evaluation).


Controlling:  Implementing and monitoring plans.

C. Roles of Management Accountants in Strategic Planning

· problem-solving – comparative analysis.  

· score-keeping – accumulating data and reporting reliable results.

· attention-directing (Management by Exception -- MBE) – focusing attention on SWOT factors and prioritizing action



Strengths, Weaknesses, Opportunities, and Threats

Interrelated Themes for Success

A.
The Big Picture



Invest sufficient resources so profitable customers are attracted and retained.


B. Guidelines to Adding Value

1. Take a cost/benefit approach – overlying constraint
2. Consider human behavior – not only technical issues

3. What costs for what purposes?

The same approach to a cost is not applicable in all situations.

C. Professional Ethics in Corporate Environment

· Can Ethics Be Legislated?

Impact of Sarbanes-Oxley, July 2002.

· IMA Code of Ethics

1. Competence – attain and maintain professional and technical skills

2. Confidentiality – not reveal proprietary information for unethical or illegal advantage.

3. Integrity – avoid conflicts of interest in both fact and appearance.

4. Objectivity – communicate all information fairly and objectively, even if bad news!

· IMA Guidelines for Resolution of Ethical Dilemma

1. Discuss problem with immediate supervisor.  BUT – what if that person is the problem?

2. Discuss with objective advisor.

3. Where do you stand legally?  Consult attorney.

4. Done all you can and no resolution?  Leave company and inform appropriate company officials in writing why leaving.

APPENDIX – Information about Careers and Certification in Management Accounting

(Not lectured or tested – FYI only)

A. Careers

Accounting functions within corporate America from entry-level position through controller to CFO CEO potential

90% of graduating accounting majors enter corporate (industry) accounting areas within 3 years of graduating.

“Counting More, Counting Less: Transformations in the Management Accounting Profession” IMA.  1999

  Gary Siegel and James E. Sorensen

SUMMARY – The management accountant is a BUSINESS PARTNER.  Not a “bean counter.”  Role is increasingly one of 

“analyzing and interpreting information for effective decision making and less collecting and compiling information and preparing standard reports”

Key Knowledge, Skills, and Abilities (KSAs) required:

(
Communication (oral, written, presentation)

(
Ability to work on a team

(
Analytical skills

(
Solid understanding of accounting – both financial and managerial

(
Understanding of how a business functions.

B.
Certification

CMA

Certified Management Accountant

CFM

Certified in Financial Management

Each certification requires 4 exams and meeting experience requirement (2,000 hours in management accounting/finance function):

Pt. 1

Economics, Finance, and Organizational Theory

Pt. 2

Financial Reporting (CMA)

 or

Corporate Finance (CFM)

Pt. 3

Managerial Accounting

Pt. 4

Decision Analysis, Internal Control, and IMS

Take all five parts, dual certification.

All-objective exam, computerized, on-demand.

Parts may be taken independently of one another.

Information?  www.imanet.org
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