Chapter 1 – Managerial Accounting and the Business Environment 

Work of Management (What is management)
Every organization has managers who perform several major activities such as:
· Planning:
· Identify alternatives, select alternative that does the best job of furthering organizations objectives, and develop budgets to guide progress toward the selected alternative.
· Understand our mission, set out to achieve our plans. 
· A process of narrowing down a wide range of possibilities into specific activities. 
· Strategy formation: strategic planning – program planning and resource allocation, then we can plan and control. 
· Narrowing from Strategy Formation—where anything is possible!—to specific task assignment, tasks designed and assigned with regard to the organizations Strategic Goals and Objectives.
· Control is multifaceted; Control can be task control (technical, counting, scientific); behavioral control (gaining goal congruence between workers and  the organization);  levers of control:  diagnostic, belief systems, interactive, boundary.
· Directing and Motivating:
· Directing and motivating involves managing day-to-day activities to keep the organization running smoothly
· Employee work assignments.
· Routine problem solving.
· Conflict resolution.
· Effective communications. (ensure employees know their purpose in the business, and that they know that their efforts are well appreciated)
· Controlling:
· The control function ensures that plans are being followed. 
· Feedback in the form of performance reports that compare actual results with the budget are an essential part of the control function.
· Decision Making:
· The most basic managerial skill is the ability to make intelligent, data driven decisions.  Many of these decisions revolve around the following three questions:
· What should we be selling?
· Who should we be serving?
· How should we execute?

Planning and Control Cycle:
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· Strategy: A strategy is a “game plan” that enables a company to attract customers by distinguishing itself from competitors. The focal point of a company’s strategy should be its target customers. 
· Customer Value Propositions:
· Customer intimacy strategy: understand and respond to individual customer needs. 
· Operational Excellence Strategy: Deliver products and services faster, and more conveniently, and at lower prices. 
· Product leadership strategy: offer higher quality products.
· Managerial Accounting vs. Financial Accounting
· Financial and operational Data: 
· Recording 
· Estimating 
· Organizing 
· Summarizing 
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· Organizational Structure
Decentralization of decision making authority throughout an organization:







· Line positions are directly related to achievement of the basic objectives of an organization.
Example:  Production supervisors in a manufacturing plant.
· Staff positions support and assist line positions.
Example: Cost accountants in the manufacturing plant.
· Controller: A member of the top management team responsible for:
· Providing timely and relevant data to support planning and control activities.
· Preparing financial statements for external users.
Business Process Management: A business process is a series of steps that are followed in order to
carry out some task in a business.
Business Functions making up the value chain:
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· JIT or Just in Time 
· Receiving inventories just in time for production as to not hold a large inventories (can also be producing just in time as to not hold large finished good inventories)
· Enterprise Resource System (ERP)
· Mass collection of all information regarding sales, production, inventories etc. 
· Risk Management 
· Business deals with risk, coming up with new ways to mitigate risk. (ex. Improve business operations)
· Ethics 
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