Lecture 01
Chapter 1
Introduction to Managerial Accounting and Cost Concepts
Types of Businesses
· Manufacturing 
· Merchandizing
· Services business.
There are three types of business organizations
· Proprietorship
· Partnership
· Corporation
Formation of Corporations
· Promotion Stage
· Incorporation Stage
· Raising of Capital Stage
· Commencement of Business Stage
What is MNC
· A multinational corporation (MNC) or enterprise (MNE), is a corporation or an enterprise that manages production or delivers services in more than one country. It can also be referred to as an international corporation. 
· An MNC as a corporation that has its management headquarters in one country, known as the home country, and operates in several other countries, known as host countries. 
Goals of MNC
· A commonly accepted goal of an MNC is to maximize shareholders wealth.
· “ most common form of ownership of US. Based MNCs, and it enables financial managers throughout the MNC to have single goal of maximizing the value of the entire MNC instead of maximizing the value of any particular foreign subsidiary.”
Constraints interfering with the MNC’s Goal
· Environmental Constraints
· Building Codes, Disposal of production waste materials and pollution control
· Regulatory Constraints
· Taxes, currency convertibility, earnings remittance, employee rights, and other policies that affect cash flows of a subsidiary established  there
· Ethical Constraints
· There is not consensus on standard of business conduct that applies to all countries. A business practice is perceived to be unethical in one country may be totally ethical in another. 
Managing within the constraints
· Using the world wide code whatever the cost companies have to bear just to enhance their credibility in the markets.
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Lecture 02
Theories of International Business
Theory of Comparative Advantage
· When a country Specializes in some products, it my not produce other products, so trade between countries is essential. 
· American, European Technology
· Chinese cheap labor market
Imperfect Markets
· Real world suffer from imperfect market conditions where factors of production are somewhat immobile. There are costs and often restrictions related to the transfer of labor and other resources used for production. There may also be restrictions on transferring funds and other resources among countries.
· “ imperfect markets provide an incentive for firms to seek out foreign opportunities”.
Product Cycle Theory
· Firms become established in the home market as a result of some perceived advantage over existing competitors, such as a need by the market for at least one more supplier of the product.  Information about market and competition is more readily available at home. 
· Firms will export the products and ultimately produce the products in the foreign markets to reduce its cost i.e. transportation cost, labor cost etc. 
International Business Methods
· International Trade
· Import and export of products
· Licensing
· It obligates a firm to provide its technology (copyrights, patents, trademarks, or trade names) in exchange for fees or some other specified benefits
· Franchising
· It obligates a firm to provide a specialized sales or service strategy, support assistance and possibly an initial investment in the franchise in exchange for periodic fees.
· Joint Ventures
· A joint venture is a venture that is jointly owned and operated by two or more firms.
· Acquisitions of Existing operations
· Firms can also penetrate foreign markets by establishing new operations in foreign countries to produce and sell their products. Acquisitions allow firms to have full control over their foreign businesses and to quickly obtain a large portion of foreign market share
· Establishing new foreign subsidiaries
· Establishing new subsidiaries may be preferred to foreign acquisitions because the operations can be tailored exactly to the firm’s needs. 
Business Strategies
A business strategy is an integrated set of plans and actions designed to enable the business to gain an advantage over its competitors, and in doing so, to maximize its profits.
Under a low-cost strategy,  a business designs and produces products or services of acceptable quality at a cost lower than that of its competitors.
Under a differential strategy,  a business designs and produces products or services that possess unique attributes or characteristics which customers are willing to pay a premium price.
Business Stakeholders
A business stakeholder is a person or entity having an interest in the economic performance of the business.
· Owners
· Banks
· Customers
· Government Agencies etc
Purpose of Information
· Investors want to know if a company is a good investment.
· Creditors want to know if they should extend credit, how much to extend, and for how long.
· Managers want to know if a new product will be profitable.
· Owners want to know which employees are productive.
· Government regulators want to know if financial statements conform to requirements.
The Purpose of Accounting
The basic purpose of Accounting is to provide information to decision makers that is useful in making economic decisions.
· Accounting is a process of 
· Identifying, 
· Recording, 
· Summarizing, and 
· Reporting economic information to decision makers
Financial Accounting
· Financial accounting - focuses on the specific needs of decision makers external to the organization, such as stockholders, suppliers, banks, and government agencies i.e. annual reports, quarterly reports, semi annual reports.  
Financial Statements
Balance Sheet
· Shows financial position of the company for a specific point in time/date i.e. 31st December 2010, 30th June 2010 etc. 
Income Statement
· Shows net results of business operations for a specific period of time i.e. a week, month, semi-annual, Annual
Cash Flow Statement
· Shows inflow-outflow of funds for a specific period of time.
Statement of Changes in Owner’s Equity
· Shows changes incurred in the total equity for a specific period of time 
Managerial Accounting and Financial Accounting
Managerial accounting provides information for managers of an organization who direct and control its operations.
Financial accounting provides information to stockholders, creditors and others who are outside the organization.
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Lecture 03
Managing Resources, Activities and People
· Decision making
· Choosing among the available alternatives
· Planning
· Developing a detailed financial and operational description of anticipated operations. 
· Directing operational activities
· Running the organization on a day to day basis
· Controlling
· Ensuring that the organization operates in the intended manner and achieves its goals. 
How Managerial Accounting Adds Value to the Organization
· Providing information for decision making and planning.
· Assisting managers in directing and controlling activities.
· Motivating managers and other employees towards organization’s goals.
· Measuring performance of activities, managers, and other employees.
· Assessing the organization’s competitive position.
Balance Scorecard
· Financial perspective
· Income from operations
· Working capital
· Cash flow from operations
· Inventory turns
· Internal operations perspective
· Reduction in process cycle time
· Number of engineering changes 
· Capacity utilization
· Order response time
· Customer perspective
· Rank in customer survey
· Market share
· Repeat order rate
· Customer complaints
· Learning and growth perspective
· Leadership competence
· Percentage of patent-protected turnover
· Training days per employee
· Quality improvement team participation
Controller
    The chief managerial and financial accountant responsibility for:
· Supervising accounting personnel 
· Preparation of information and reports, managerial and financial
· Analysis of accounting information
· Planning and decision making
Treasurer
   Responsible for raising capital and safeguarding the organization’s assets.
· Supervises relationships with financial institutions.
· Work with investors and potential
investors. 
· Manages investments.
· Establishes credit policies.
· Manages insurance coverage
Internal Auditor
Responsible for reviewing accounting procedures, records, and reports in both the controller’s and the treasurer’s area of responsibility.
· Expresses an opinion to top
management regarding the
effectiveness of the
organizations accounting
system.
Location of Managerial Accountant
· Organizational chart
· Line and Staff Position
· Line position include chairman, president directly responsible for operations regarding good or service
· Staff position include CFO, VP government relations etc. 
· CFO or Controller
· Responsible for personnel in accounting department and preparing managerial and financial reports.
· Treasurer
· Responsible for raising capital and safeguarding organizational assets.
· Internal auditor
· Responsible for reviewing accounting procedure, records and reports in both controller and treasure areas of responsibility. 
· Cross Functional Deployment
· Located in staff capacity
· Work with top management, marketing and sales personnel, design engineers, operations managers, legal experts, quality control personnel and virtually every specialized  type of employee. 
· Physical Location
· Every where in every part of enterprise, 
· Headquarter to place of products and services
Major Themes in Accounting
· Information and Incentives
· Decision facilitating
· Decision influencing 
· Regarding budget preparation process and comparison with actual
· Behavioral Issues
· Better MA`s understanding of human behavior is, the effective will be as a provider of information. 
· Costs and benefits
· Cost incurred on MA should improve decisions, more effective planning, greater efficiency of operations at lower costs and better direction and control of operations
· Cost management systems
· Measure cost of resources consumed for significant activities
· Identify and eliminate non-value-added costs.
· Determine the efficiency and effectiveness of major activities.
· Identify and evaluate new activities which could improve performance. 


Evolution and adaptation in managerial accounting
· E-Business
· Dot com companies
· Moving to e-accounting
· E-budgeting
· Service vs manufacturing firms
· MA techniques must be adapted to meet the needs of managers in all kinds of industries
· Emergence of new industries
· MA facing new challenges in new high tech industries to provide relevant information
· Global competition
· Multinational companies challenges i.e. political system, legal system, accounting system, cultural norms, income tax system, 
· Focus on customers
· Product price, quality, functionality, user-friendliness, customer service, warranty, and maintenance costs. 
· Cross-functional teams
· Working as glue for other departments. 
· Computer integrated manufacturing
· Product life cycle and diversity
· Quick information about products
· Time based competition
· Reduction in product development stages. 
· Information and communication technology
· Competing against time
· Quick data availability that was impossible few years ago. 
· Just in time inventory management
· Parts are purchased at each level of stage when needed. 
· Total quality management
· JIT + just right
· Continuous improvement
· Eliminate waste, reduce response time, improve quality and customer service. 
Value chain and Theory of Constraints
· Recognition of cost relationship among activities in VC and process of managing cost relationship to the firm`s advantages.
· Value Chain
· The set of linked, value-creating activities, ranging from securing basic raw material and energy to the ultimate delivery of products and services. 
· Theory of Constraints
· This approach seeks to find the most cost-effective ways to alleviate an organization`s most limiting constraints.
Cost Management Systems
Objectives
Measure the cost of resources consumed.
Identify and eliminate non-value-added costs.
Determine efficiency and effectiveness of major activities.
Identify and evaluate new activities that can improve performance.
Ethical Climate of Business
The corporate scandals experienced over the last few years have shown us that unethical behavior in business is wrong in a moral sense and can be disastrous in the economy.   In addition to Sarbanes-Oxley, there will likely be more reforms in corporate governance and accounting.
Focus on Ethics
· Competence
· Knowledge, skills, understanding of laws, regulations
· Confidentiality
· Refrain from disclosing information and from personal use of information
· Integrity
· Avoid conflict of interest, refrain from activity that could prejudice their ability for performing duties.
· Objectivity
Communicate information fairly, disclose relavent info for stakeholders



Lecture 04
Inventories
Service vs Merchandising Business
· Revenue activities of a merchandising business involve the buying and selling of merchandise
	Service Business
	Merchandising Business

	Fees earned
	Sales

	Less Operating expenses
	Less Cost of merchandise sold

	=Net income
	=Gross Profit

	
	Less Operating expenses

	
	=Net Income



Accounts on the Income Statement
· SALES – revenues collected from the sale of merchandise
· COST OF MERCHANDISE SOLD
· GROSS PROFIT – (Sales – Cost of merchandise sold)
· NET PROFIT
· TAXES
· OPERATING EXPENSES
Terms used in merchandizing
· Sales Allowance
· Sales Discount
· Sales Return
· Purchase allowance
· Purchase Discount
· Purchase Return
End of Lecture 04
Lecture 05
Comparing Merchandising and Manufacturing Activities
Merchandisers . . .
· Buy finished goods.
· Sell finished goods. 
Manufacturers . . .
· Buy raw materials.
· Produce and sell finished goods.
Direct Materials
Those materials that become an integral part of the product and that can be conveniently traced directly to it.
Direct Labor
Those labor costs that can be easily traced to individual units of product.
Manufacturing Overhead
Manufacturing costs that cannot be traced directly to specific units produced.
Nonmanufacturing Costs
Marketing and selling costs . . .
· Costs necessary to get the order and deliver the product.
Administrative costs . . .
· All executive, organizational, and clerical costs.
Merchandiser 
  Current assets
· Cash
· Receivables
· Prepaid expenses 
· Merchandise inventory 
Manufacturer 
  Current Assets
· Cash
· Receivables
· Prepaid Expenses
· Inventories 
Raw Materials
Work in Process
Finished Goods 
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