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INNOVATIVE APPROACHES  

IN MANAGERIAL ACCOUNTING 

In Management accounting or managerial accounting, managers use 

the provisions of accounting information in order to better inform 

themselves before they decide matters within their organizations, which 

allows them to better manage and perform control functions. 

Accounting can be divided into several fields including financial 

accounting, management accounting, auditing, and tax accounting. 

Financial accounting focuses on the reporting of an organization's 

financial information, including the preparation of financial statements, 

to external users of the information, such as investors, regulators and 

suppliers; and management accounting focuses on the measurement, 

analysis and reporting of information for internal use by management. 

The recording of financial transactions, so that summaries of the 

financials may be presented in financial reports, is known as 

bookkeeping, of which double-entry bookkeeping is the most common 

system. Managerial accounting focuses on internal users—executives, 

product managers, sales managers, and any other personnel within the 

organization who use accounting information to make important 

decisions. Managerial accounting information need not conform with 

U.S. GAAP. In fact, conformance with U.S. GAAP may be a deterrent 

to getting useful information for internal decision-making purposes. For 

example, when establishing an inventory cost for one or more units of 

product (each jersey or hat produced at Sportswear Company), U.S. 

Management accounting focuses on the measurement, analysis and 

reporting of information that can help managers in making decisions to 

fulfil the goals of an organization. In management accounting, internal 

measures and reports are based on cost-benefit analysis, and are not 

required to follow GAAP. 

Managerial accounting often focuses on making future projections 



for segments of a company. Suppose Sportswear Company is 

considering introducing a new line of coffee mugs with team logos on 

each mug. Management would certainly need detailed financial 

projections for sales, costs, and the resulting profits (or losses). 

Although historical financial accounting data from other product lines 

would be useful, preparing projections for the new line of mugs would 

be a managerial accounting function.  

Finally, managerial accounting information often takes the form of 

nonfinancial measures. For example, Sportswear Company might 

measure the percentage of defective products produced or the percentage 

of on-time deliveries to customers. This kind of nonfinancial 

information comes from the managerial accounting function. 

The two important functions that enable management to continually 

plan for the future and assess implementation are called planning and 

control. Planning is the process of establishing goals and communicating 

these goals to employees of the organization. The controlfunction is the 

process of evaluating whether the organization’s plans were 

implemented effectively. 

The controller is responsible for managing the accounting staff that 

provides managerial accounting information used for internal decision 

making, financial accounting information for external reporting 

purposes, and tax accounting information to meet tax filing 

requirements. The three accountants the controller manages are as 

follows:  

Managerial accountant. The managerial accountant reports directly 

to the controller and assists in preparing information used for decision 

making within the organization. Reports prepared by managerial 

accountants include operational budgets, cost estimates for existing 

products, budgets for new product lines, and profit and loss reports by 

division.  

Financial accountant. The financial accountant reports directly to 

the controller and assists in preparing financial information, in 

accordance with U.S. GAAP, for those outside the company. Reports 

prepared by financial accountants include a quarterly report filed with 

the Securities and Exchange Commission (SEC) that is called a 10Q and 

an annual report filed with the SEC that is called a 10K. 

Tax accountant. The tax accountant reports directly to the controller 

and assists in preparing tax reports for governmental agencies, including 

the Internal Revenue Service. 



Management accounting’s essential component is the formulation 

and implementation of strategy to help an organization succeed. This 

component states in broad terms the role of the management accountant. 

In a more detailed sense, the component states that every management 

accountant, at whatever point on the information value chain he or she 

may be, contributes to the organization’s success through the 

implementation of strategy.  

The role of management accountants on the management team can 

be described by a brief list of global, inclusive competencies. This 

component is necessary to spell out how the management accountant can 

be differentiated from other professionals in the organization since the 

implementation of strategy by management teams can be associated with 

any management professional in the organization. 
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