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ABSTRACT

Management accounting is increasingly becoming a critical decision making process in organizations across
the world. Value in any organization has to do with the ability to generate profits and solve societal issues
within the environment which the organization exists. This publication not only encourages the utilization
of this system but also promotes the consistent application through the recommended approaches as
discussed. To ensure consistency once the process of management accounting is adopted, it has to be
adopted as a culture within the organization. This form of accounting, just like financial accounting is a type
of enterprise management financial management tool, however, in MA, operations are analyzed for strategic
decision making but in FA operations and costs ae analyzed mainly for reporting convincing investors on
the sustainability of the business.
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INTRODUCTION

Management accounting is increasingly becoming a critical decision making process in organizations across the
world. According to the Chartered Institute of Management Accountants (CIMA, 2017, par 1), management
accounting “is the sourcing, analysis, communication and use of decision relevant financial and non-financial
information to generate and preserve value for organizations”. Value in any organization has to do with the ability
to generate profits and solve societal issues within the environment which the organization exists. Ostensibly, if
the process can allow the organization to generate profits or meet its objectives, it is correct to argue that
management accounting influences the decisions made in an organization, the utilization of resources and the
maximization of the existing resources (Macintosh and Quattrone, 2010). Based on this realization, Ward (2012)
defines management accounting as the process of developing accounting information which is then utilized by an
organization’s management in the making of decisions and the control of organizational processes. This ability to
influence better management especially among the managers makes it a critical tool in the 215 century corporations
because competition is ever increasing amidst the increased use of technologies and globalization.

In this regard, managers in companies that seek to remain competitive have to also consider the possibility of
implementing management accounting as part of the organization culture. This is because, once a system has been
incorporated into the organizational culture, it becomes a continuous belief or principle that influences every aspect
of the organization leading to continuous value or benefit from the process (Alvesson, 2012). In this regard, by
implementing management accounting into the organizational culture, the benefits of this process can be long-
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term and sustain the competitive nature of the organization. Nonetheless, it is critical to recognize the fact that
management accounting has always been confused or in some cases used interchangeably with the tem financial
accounting. Tiapaleenmaki and Ikaheimo (2013) clearly state that financial accounting is different from
management accounting and cannot be used interchangeably. Instead, as forms of accounting, they can be used
together within an organization leading to maximization of both process. This publication will therefore discuss
the differences in these two accounting processes but major on the impacts of management accounting and how
its implementation can be affected into the organizational culture. The publication will also analyze the theories
related to the implementation of management accounting and compare its utilization across different types of
organizations. The roles of management accountants will also be mentioned towards explaining how managers can
effectively ensure the process is integrated into the organizational culture.

APPLICATION AND SCOPE OF MANAGEMENT ACCOUNTING

Sean Stein (2017) define management accounting as the process by which skilled accountants provide both
financial and non-financial information to managers across different departments within an organization to guide
their decisions on specific issues within the organization. In this regard, management accountants are like partners
to the decision making process as their expert knowledge determines the strategies, decisions and the plans to be
made by the management in an organization (Sean Stein, 2017). Managers have to consistently consult management
accountants in case they exist in their organizations before they make critical decisions. The ICMA (2017) noted
and explained that the roles of management accountants extend to three specific areas of organizational
management: strategic, performance and risk management. In strategic management, ICMA (2017) notes that the
management accountants partner with the management in the development of strategic goals, systems and their
implementation. In such cases, Sean Stein (2017) notes that the management accountants will discuss issues like
how the strategy can yield more profits, how the strategies can reduce cost and how the strategies would sustain
the financial health of the organization.

In performance management, management accountants make decisions that ensure the operations of the
organization are profitable, sustainable and within the set standards (Macintosh and Quattrone, 2010). This role
would therefore require that the management accountants should always audit and gauge the effectiveness of each
step vis-a-vis the desired goals of the company. Finally, the management accountants have an obligation to manage
risks in organizations so that every operation within the organization would contribute to the attainment of their
objectives (ICMA, 2017). In risk management, Sean Stein (2017) states that management accountants have to set
parameters for not only detecting risks but to also manage after the risks after informing the management of its
existence. To this point, it is clear that the management accountant not only works with the highest level of
management in the organization but also other mid-level managers within the organization. Their operations are
also not limited to specific departments but the entire units or departments within the organization. These include:
marketing, sales, human resources and finance. Their roles in these departments include, setting of prices,
determination of compensation, valuation of company resources and targeted investments, auditing of
performances, and determining I'T systems within an organization (Macintosh and Quattrone, 2010, Sean Stein,
2017). These roles of the management accountant therefore make him or her answerable to the management within
the organization, and not any other external entity or stakeholder within the organization (Sean Stein, 2017).
However, it is for this reason that an organization may choose to employ a management accountant or not-but in
most cases organizations choose to employ a management account.

DIFFERENCES BETWEEN MANAGEMENT ACCOUNTING AND FINANCIAL
ACCOUNTING

Management accounting and financial accounting are conflicting to some people yet as it will be illustrated,
these concepts are completely different. To understand the differences, it is important to understand the
application and scope of each of the concepts. Whereas the scope of management accounting has been
aforementioned, this section will begin by describing financial accounting. Through the discussion, the emerging
differences between financial accounting and management accounting will be emphasized. According to Elliot and
Elliot (2017) financial accounting or reporting refers to the process in which an appointed accountant tracks and
reports on all financial transactions transacted by the company. This process is guided by local and international
standards of report development and reporting. Prior to mentioning the regulators, it is important to recognize the
fact that the summaries made, analyses developed and the report created is meant for external use and this refers
to the stakeholders or owners of the organization (ICMA, 2017). Unlike the management accounting information,
financial accounting information is meant for the public as a reflection of the organization’s financial performance

2/9 © 2018 by Authot/s



Dutch Journal of Finance and Management, 2(1), 02

Fa Fath CrmaAT T IRE BT PR SATA] Calas Pl T (8 Sty

Enterprise Financial Management
|

Tax Financial - Managesial e
Accounting Accounting . Acoourting lals enpfuny

Cost Measurement

I
Performance !
Evaluation & Analysis [ upport
= Cean of masdy gald Far dxamphic : Fiar smamphec
= Irrvenbory vadua e = Assesrement of cument 1 = Fully abesorbed and
arategy & plana 1 nremental coatng
The Domalin of = Inageaned 3 d = CPAFASON AR 032
Costing Perianrance mEARUNS (8.0 : Eaned plamring, budgeing
Skl WAAAROE, SRRy Ferpandting
ETHANBUTHTENE, PIOCEE I »  Product process, channal, s
T e I e aeilac
=  Proftabity repoting I . Erserpeise optimizsson [e.g.
= Process anabyss : rmake v, buy, oulsource, i
= Lescning & e
]
Historical I Predictive
LEWET  woommmremmeeee s eeeees s VMG 10 MDNRJEIEH JOLHENE == mromrrsremsssrrrmnas + Highkr

Figure 1. Classification of the Enterprise Financial Management Processes. Sourced from IFAC (2011)

and state. With this information, stakeholders can decide whether to continue transacting with the organization or
invest (Elliot and Elliot, 2017). This is common especially for companies that are publicly traded in the stock
market.

Financial statements issued by the financial accountants are expected to be provided as a routine (quartetly or
annually); without which, an organization can be blamed for breaking industry based regulations ICMA, 2017).
Some of the international regulations that ensure that organizations release financial accounting information are:
The Generally Accepted Accounting Principles (GAAP) and the International Financial Reporting Standards
(IFRS). These standardization principles are not typically regulators as aforementioned, but set regulations that
have been internationally accepted and are used to compel organizations to continue releasing their financial
statements and related information to the public (Elliot and Elliot, 2017). These frameworks also guide the
institutions on how they should report on specific factors within the statements. This is different from the reports
and analyses provided by the management accountants as they are not limited on their reporting by any
international based standards or regulatory body. In fact, although they are skilled on how to report on the issues
within their jurisdiction, they are often influenced on their reporting by the organizational requirements and
operations. Financial accounting information is highly public and thus accessible to the competitors and customers
whereas management accounting is strictly internal and this protects it from any competitors or external
stakeholders ICAM, 2017). In terms of the nature of information provided, financial accounting provides data on
cash flows, incomes and losses, and financial position of the organization after balancing the statements ICAM,
2017, Elliot and Elliot, 2017). In contrast, management accounting focusses on strategic information, overall
performance and risk management information.

Other differences between financial accounting and management accounting include: First, financial accounting
information is historical in nature as the report features transactions that were done for a specific period until the
reporting date whereas the management accounting information is predictive and future-oriented (Ward, 2012,
Elliot and Elliot, 2017). While providing information, management accountants will always focus on the impact of
specific plans, operations and spending to the future existences of the business and objectives of the organization.
Second, financial accounting can be case-based or limited to a specific organization and its operations and
challenges, whereas management accounting is modelled depending on the preferred decision making approach of
the organization (Aneliya, 2017). This aspect is related to the focus or scope where financial accounting focuses
on the organization as a whole while management accounting can focus on specific issues and aspects of the
organization like the tasks, departments or services. Due to the frameworks used in the standardization of financial
reporting or accounting, these reports have a common reporting approach that would be notable in different
organization (Elliot and Elliot, 2017). However, the management accounting process is unique based on what the
managers in each organization requires or the management system or theory applied in the organizations (Ward,
2012).
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In general, both financial accounting and management accounting are critical to an enterprise’s existence. In
fact, the International Federation of Accountants (IFAC, 2011) classifies the two processes as critical enterprise
financial management processes along with tax accounting. The table below by IFAC illustrates the three broad
areas of financial management and the nature of information collected in the implementation of each accounting
technique:

Based on Figure 1, managerial accounting is a cost measurement process in which cost accounting,
performance evaluation and planning and decision support are included. In contrast, financial accounting is a cost
accounting process. Financial accounting emphasizes the inventory and balance sheet and thus adds value mainly
to the stakeholder while management accounting emphasizes the performances and guides decision making thus
making it most valuable to the management.

APPROACHES AND TECHNIQUES OF APPLYING MANAGEMENT ACCOUNTING

Management accounting is a system of organizational management whose implementation, although flexible
depending on the type of operations within the organization, is dependent on specific approaches and techniques
that determine the scope of costing or operational analysis. Although every management accountant can use a
specific method or technique that best suites its organization, the freedom that comes with the random selection
of the approaches increases chances of inconsistency (Ward, 2012). According to Clinton and Van Der Merwe
(2000), since the beginning of the new millennium, organizations have continued to consider the application of
management accounting for decision making but, most of the organizations lack consistency in their application
of the specific approaches of management accounting like: Active-Based Costing (ABC), Resources Consumption
Accounting (RCA), Grenzplankostenrechnung (GPK), Lean Accounting, among others. In some cases, these
management accounting approaches are normally referred to as management accounting methodologies. Each of
the methodologies is applicable in organizations based on the different intentions of the management accounting
process. Nonetheless, Clinton and Van der Merwe (2000) state that if they are applied comprehensively, they would
have a larger impact to the decision making process as they would be able to offer a reflection of the financial state
of operations, lead to optimization of the management roles and encourage better performance while rewarding
continued success. This research will therefore promote the adoption of MA as and a comprehensive approach in
the utilization of the methodologies.

Management accounting methodologies vary based on their scope, effect and applications. To begin with, the
Active-based costing (ABC) method was explained by Kaplan and Bruns by stating that, with the continued
application of technologies in the manufacturing industry, productivity also increases and this translates to a
notable decline in direct costs like labor and the costs of raw materials (Liu et al., 2010). In contrast, this translates
to a rise in indirect costs (Liu et al, 2010). The main intention of this type of costing is to eliminate the costly or
overpriced processes while restructuring the organization to introduce or utilize processes that lead to better yields
(Clinton and Van Der Merwe, 2000). Manufacturing industries would benefit from such a costing as it allows the
management to have a view of both their processes and resources vis-a-vis their desired outcomes. It helps to
ensure the output is as high as the input and can ensure continued survival and growth of the industry. The
organization will however have to develop an approach to tackle the rising indirect costs; perhaps even evaluate
the viability of the new approaches amidst the rising indirect costs. In German organizations, cost accounting is
also done but mainly to ensure better control of the operations and processes, while increasing the level of
modernity in processes (Ossimitz et al., 2016). This is the concept of Grenzplankostenrechnung or GPK which is
often done for internal purposes to ensure that the project and plant managers have maximum control of the
internal processes (Ossimitz et al., 2016). Other than focusing on profitability as is the case in output-input based
processing like ABC, this method allows for the integration of costing systems to enhance control for maximum
functionality (Clinton and van der Merwe, 2000). The technique is common in German based industries and
continues to be applied as it allows the incorporation of new technologies while still controlling the cost
implications of the processes.

It is also important to acknowledge the fact that although GPK, just like the other methodologies is not aimed
at ensuring accountability for external purposes, the ability to ensure control of internal processes leads to better
organizational accountability that ensures the organization is operating within the requirements of accounting
regulators like the IFRS and stock exchange authorities (Ossimitz et al., 2016). This therefore, implies that the
method promotes the benefits of both financial accounting and management accounting. The RCA method is an
advancement of the GPK and also ensues the maximization of the internal processes. However, as Fisher and
Krumwiede (2012) note, RCA is based on principles and is more dynamic in its applications. These principles are
those developed and used in GPK and are advanced in the RCA through a comprehensive approach. For instance,
instead of simply applying elements like cost type accounting (separation of costs based on use), product cost
accounting (costs of products), cost center accounting (accountability based on performance) or profitability
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management (for long-term decision making) separately, RCA, integrates two or more of these techniques to
ensure that the decision making system has considered the multiple options that determine the profitability and
sustainability of the organization (Clinton and Van der Mewe, 2006). This comprehensive approach makes the
method easily adaptable and able to ensure a consistent spending and resource maximization behavior as the
different organization dynamics can be considered as they occur. Generally, ABC, GPK and RCA are methods
that can be applied across numerous industries due to their comprehensive and integrated nature. However, in
case the industry or organization adopts the lean manufacturing approach, lean accounting based on the Toyota
production system can be applied. This technique can allow the flexibility of manufacturing processes especially
when specific products are required within a specific time and thus the MA can establish how such manufacturing
and processing needs can be advanced within specific times in future (Ahakchi et al., 2012). This accounting was
developed when it was noted that organizations and industries can no longer depend on mass production only
since different customers demand specific types of products based on the market needs (Ahakchi et al., 2012). By
ensuring the changing production needs are met through lean manufacturing, the accountant can then adopt lean
accounting to guide further decision making within the industry.

IMPACTS OF MANAGEMENT ACCOUNTING

Legaspi (2014) conducted a study to establish the impacts of management accounting in Philippine Industries
and made the following conclusions. First, today’s managers cannot ignore the role of management accountants
since competition is increasingly causing the demand for quality products and services. Second, Legaspi (2014, p.
356) established that for all industries engaged in the study, the managers prioritized the following factors:
“customet’s satisfaction, running and controlling of management operation, quality of product/service, and
company profitability”. To achieve these, the managers felt that they needed a strong form of management system
and management accounting was considered as the main tool towards guiding them to the realization of the stated
goals (Legaspi, 2014). Finally, through Lynn’s study it was clear that management accounting was more valuable
and relevant to manufacturing industries as they constantly have to monitor their production costs, manage their
pricing, budget their capital for present maximization and future sustainability, and effective decision making
(Lynn, 2014). These findings by Legaspi (2014) summarize the findings and conclusions made by other researchers
like Ward (2012), Macintosh and Quattrone (2010), and Elliot and Elliot (2017). Ward (2012) supported Legaspi’s
arguments by stating that through management accounting, managers are able to understand their current
operations better and prepare themselves for the future. It guides the organization’s vision, strategic objectives and
preparedness for future risks (ICAM, 2017).

In the past, managers depended on their own management skills and theories that guided management practices
at the time like the scientific management which focused on economic efficiency through rewarding staff based
on the work done (Shafritz et al., 2015). Others like the “Theory X and Y” demanded that the managers have to
motivate their employees consistently since better performance can only be achieved if the staffs are highly
motivated (Sahin, 2012). Although these theories set the standard for effectively working organization, they mostly
majored on the relationship between the staff and the organization. With continued trade across the globe and the
demand for diverse products and services, increase in research and development in technologies, it was realized
that it was no longer effective to simply focus on the staffs as the organization has numerous resources that affect
the performance of organizations. The scientific management approach attempted to consider the machines and
their effects to the output by noting that upon improving technologies, the machines would lead to faster service
delivery as long as the staffs are also caused to maximize their stations. However, this approach and others before
this were founded on the theory of mass production where most of the organizations only operated to maximize
the output. According to Sahin (2012), this had negative implications like overworking of staff, inability to meet
the dynamic market needs and high levels of wastages. Nonetheless, as established through this publication, MA
can help factor the costs of production and operations vis-a-vis the talents, resources and market needs. Other
than limiting the management to the impact of staffs, management accounting also notes how the raw materials
sourced and used within the organization affect the technology selected, how the technologies selected affect the
staff performance, how the staff performance affects the final products, and how these products or services affect
the customer. In this regard, it is a comprehensive approach to decision making and can guide the short term goals
and influence the long term goals for the sake of the organization’s future. Even as markets become dynamic, MA
ensures the organization diversifies its products and services accordingly (Ward, 2012; Legaspi, 2014).

According to Friedl et al. (2009), American managers in the recent times have proved to be highly inclined to
adopt the German based systems of costing-GPK-in the management of the American companies. Ossimitz et al.
(2016) add that this can mainly be attributed to the detailed nature in which the GPK can allow the German
managers to understand their variable and fixed costs. The research by Friedl et al. (2009) further established that
the GPK allowed the manager to have adequate data to make managerial decisions and provide the organization
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with an efficient IT system that could support all its operation. This cost accounting method was preferred over
the ABC as GPK offered additional tools like the SAP that provide critical operational and production data in
segments to the plant and overall organizational managers. However, the research by Friedl et al. (2009), also
established that despite the increasing preference for GPK in the USA, it was impossible to identify an organization
that solely applied GPK, instead, organizations preferred to utilize both GPK and ABC. This supports Clinton
and Van de Merwe (2006) who established that by applying only one method of MA, an organization would fail
to maximize the role of an MA within its industry. Ostensibly, Friedl et al. (2009), encouraged that based on the
organization’s resources, it is critical to identify at least two or more methods and maximize them towards ensuring
that the role of the MA is fully attained. After all, GPK is a long-term approach whereas ABC is more short-term
(Friedl et al., 2009). In the American case, it was also established that since the ABC was inadequate, whereas the
GPK led to more detailed costing and analyses, both methods have to be utilized but with stronger inclinations to
the GPK.

The main benefits of GPK in an organization include: the ability to segment the findings and allow detailed
analysis for plant and overall managers due to its I'T based systems. To the organization, this means better efficiency
and control of costs, effective short term decision making, precise planning, clearer indirect costs, better
management structures, employees are better motivated, better business processes and support for long-term
decision making (Friedl et al., 2009). Based on each of these benefits, an efficient operation and control of costs
would help to eliminate wastes and ensure the operations are within the organization’s budget, better management
structures would help to ensure that responsibilities are effectively achieved, motivation of statfs would lead to
their improved performance, better business processes would ensure improved profitability and long-term decision
making would enhance the attainment of set strategies. Organizations with such strong internal structures
contribute to the overall external perceptions of the organizations. For instance, good cost accounting through
MA would ensure that the FA records are propetly developed, clear and detailed, customers would receive value
through the products sold and the managers would be able to sustain the operations of the organizations for a
long time to the benefit of the stakeholders. It is however important to remember that although MA is purely an
internal processes of cost accounting for strategic decision making, it can support the external performance of the
organization.

Clinton and Van der Merwe (2000) states that the inability to effectively compare the various MA
methodologies and techniques has always been a critical disadvantage to its implementation and application. This
causes organizations to spend much on the MA initiatives while remaining pootly supported in the decision making
processes (Ward, 2012). According to Friedl et al. (2009), one of the key approaches of ensuring that the
organization is able to benefit is integrating the methods and adopting new technologies that help to narrow down
on the different cost centers that continue to be increased in the organizations. Cost centers in an organization
applying management accounting refer to the number of factors that increase or reduce the costs of operations
within organizations (Friedl et al., 2009). In this regard, Friedl et al. (2009) state that smaller organizations always
feel that as their organizations expand, they are likely to witness an increase in their cost centers whereas the large
organizations believe that their cost centers are likely to decrease with time. Regardless of whether cost centers
increase or decrease within organizations, it is clear that whenever an organization implements MA, the integrated
methods can ensure that the cost centers ae effectively analyzed and the wealth of information generated becomes
the greatest resource of the organization; as it can effectively balance its resources against their goals.

Legaspi (2014) and Friedl et al. (2009), were able to illustrate the continued desire to apply management
accounting within organizations in Philippine and the US respectively. Although the current levels of applications
are satisfactory at best (Clinton and Van der Merwe, 2006; Friedl et al., 2009), there is hope based on the ability to
integrate the methods, the ability to adopt flexible methods and the ability to incorporate new software like the
SAP system used in the GPK by German companies. The SAP is a type of Enterprise Resource Planning (ERP)
system in which the organization is able to plan its operations based on a MA method leading to the desired
benefits of the MA. The roles of the ERP ae not only limited to management accounting but also tax planning and
financial accounting as noted by the IFAC (2011). In this regard, once the organization adopts an ERP system to
supports the MA processes, it increases the chances of fulfilling all other financial management requirements like
taxation and financial accounting as both of these are enshrined in the implementation of the ERP systems.
Although different vendors sell these systems based on different functionalities, the general operation allows the
analysis of numerous cost factors including taxation and other forms of accounting and this contributes to effective
enterprise financial management. In general, the application of MA enhances the overall financial management and
this contributes to the aforementioned benefits to the organization like: better management, efficiency in utilization
of resources and improved staff and customer satisfaction.
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IMPLEMENTATION INTO ORGANIZATION CULTURE

To this point, the role of MA in organizations can be referred to as both inevitable and substantial, yet, its
utilization remains even more critical as it can either enhance organizational success or contribute to its failure.
This publication not only encourages the utilization of this system but also promotes the consistent application
through the recommended approaches as discussed. To ensure consistency once the process of management
accounting is adopted, it has to be adopted as a culture within the organization. Alvesson (2012) stated that
organizational culture refers to the values and beliefs upheld within an organization and can be used as their
identity. Culture has to do with the simple aspects like the interaction between the staffs and their customers to
the management aspects like integrity and accountability. Management accounting is critical and thus can be
considered as one of the management aspects that shape the entire organization. Based on the listed benefits of
management accounting, including the ability to ensure the management is conversant with all the operations
within the organization and how they are affecting the capital and other costs within the organization, the role of
the management accountant has to be made permanent within the organization to ensure the benefits of their
existence are realized (Sean Stein, 2017). Although it is not mandatory, an organization that allows this staff
member to be part of its team creates a culture of management accounting as the accountant would be expected
to report consistently and guide the management to be compensated. At the initial stages, such a role may only
seem beneficial to the organization’s management only but as other departmental heads begin to be engaged, the
processes of accounting and reporting becomes a routine-a culture- that sticks throughout the organization’s
lifetime. As aforementioned management accountants can advise the heads of different units and by analyzing all
operations within the organization, they can be able to note how performance is being compromised or how it is
enhanced. Though their solutions, managers can then be able to use the noted information to make working
decisions.

To sustain the culture of management accounting, the management accountants have to attend planning and
strategic meetings as an obligation to the company and this can be ensured through structuring the organizations
policies to reflect this. Policies are able to ensure implementation of effective approaches to management (Sean
Stein, 2017), and this is an example of a case that would benefit organizations and improve their cultures. Policies
can either be set internally or externally through regulators. Just like it is compulsory for organizations to conduct
financial accounting for their stakeholders, management accounting can be made compulsory through the policies
set within the organization. Change in management will therefore not affect such an existing culture as it is guided
by the internal policies. This policy should cover the existence of the MA position and the scope of their roles
within the organization. Additionally, the organization can choose to encourage the utilization of an ERP system
where all financial management factors would be considered, and this should include the MA tools (Murthy, 2008).
ERP is widely applied especially in large enterprises and vendors continue to incorporate features that would allow
maximization through numerous functional tools. Adopting such a system would encourage its continued
utilization based on the fact that it has numerous capabilities and it is relatively costly when limitedly utilized. The
utilization of technologies has also been considered as one of the main reasons of the success of GPK method of
MA in Germany and therefore by adopting ERP with a GPK based SAP software, a culture of technological
maximization is created and enhanced. In the process, the utilization of MA is adopted as a culture that can be
supported by technologies within the organization.

Since the role of the management accountants can affect the operations of individual departments and units
within an organization, department heads should also be obligated to consult these accountants prior to making
decisions. Unlike plant managers who may be obliged through the use of the SAP system that can provide
fragmented data based on the operations, department heads may feel reluctant in the adoption of the system
especially if the organization emphasizes that the MA role is mainly aimed at supporting the senior management’s
strategic goals. Ward (2012) is however keen to note that since organizations can be different based on their
operations and activities, they should engage their management accountants carefully, perhaps through a structured
approach that identifies the critical operational aspects of each unit or department. There are numerous
management accounting processes like Activity-Based Costing (ABC), Grenzplankosterechnung (GPK), lean
accounting, resource consumption accounting (RCA), among others (Sean Stein, 2017). ABC, GPK and RCA are
the most popular as they are applicable in numerous organizations. Without an effective structure on how the MA
should utilize these methods in the organization, the information available to the department heads may also be
inappropriate, pootly utilized or ineffective in them. One of the most guaranteed approaches of ensuring the MA
information on cost accounting is highly effective is combining different MA methods in the analysis of processes
and development of guiding data (Sean Stein, 2017). In this regard, the possibility of integrating all these processes
has to continuously be used to ensure the culture of management accounting is also accurate and detailed. In the
long-term the organizations’ performance improves, leads to competitive advantage and also the management has
a support system that is effective to its needs.
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One of the strongest technique applied when secking to create a culture in an organization is rewarding the
culture (Aljaz, 2012). This causes the habit or approach to performance is sustained or even improved further. The
successful application of MA can be noted in various ways including: the maximization of organizational resources,
continued control of costs amid the growing organizational profits and better staff and customer satisfaction.
Although the role of Mas can be limited to a single individual or a team of Mas within the organization, rewarding
the efforts of the individual, team or the entire management can increase the continued implementation of the
system as a cultural concept. Organizations should be able to specifically identify specific units (departments) of
the organizations that have been able to effectively utilize data from the MA and reward their success, or the
success of the entire management. Since the overall impact of the MA functions lie with the ability to ensure
customer satisfaction, the organization can also consider rewarding management and other teams that continue to
guarantee custome satisfaction. In the process, there would be higher motivation to ensure that the approach to
decision making is sustained.

CONCLUSION

Management accounting (MA) is a decision making approach used to increase an organization’s value by
allowing its managers to make decisions based on evaluation of costs and other performance issues. It is holistic
in nature and mainly performed for internal use. This form of accounting, just like financial accounting is a type
of enterprise management financial management tool, however, in MA, operations are analyzed for strategic
decision making but in FA operations and costs ae analyzed mainly for reporting convincing investors on the
sustainability of the business. FA is also compulsory for organizations whereas MA is optional and dependent on
the organization’s ability to effectively utilize the information generated through the process. The impacts of MA
make it a critical tool in organization’s survival in the short and long term and therefore, this publication supports
its application in all organizations. Such impacts include: the ability to guide the decisions made through the
information provided, the ability to ensure maximization of both human and physical organizational resources, the
ability to ensue strong organizational operations through the utilization of technologies and the ability to ensue
satisfaction through the products and services provided by the organization. These benefits can be summarized as;
better profits, increased satisfaction and enhanced organizational performance. Its application as a tool for decision
making would have to be incorporated into the organizational culture to ensure continued realization of its benefit.
To make it a cultural practice in the organization, the publication recommends that the organization should
encourage its use through a policy, utilize ERP systems and technologies that ensure its use, encourage decision
making in all departments based on the MA report, and reward the benefits of its use consistently.
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