CHAPTER 1

THE  ACCOUNTANT'S  ROLE  IN  THE  ORGANIZATION

1-2
Management accounting measures and reports financial and nonfinancial information that helps managers make decisions to fulfill the goals of an organization.  It focuses on internal reporting.


Financial accounting focuses on reporting to external parties.  It measures and records business transactions and provides financial statements that are based on generally accepted accounting principles (GAAP).


Other differences include: (1) management accounting emphasizes the future, (2) management accounting influences the behavior of managers and employees (3) management accounting is not restricted by Generally Accepted Accounting Principles and (4) management accounting covers more topics.

1-3 Planning decisions focus on (a) selecting organization goals, predicting results under various alternative ways of achieving those goals, deciding how to attain the desired goals, and (b) communicating the goals and how to attain them to the entire organization.


Control decisions focus on (a) taking actions that implement the planning decisions, and (b) deciding how to evaluate performance and what related feedback to provide that will help future decision making.

1-17
(15 min.)
Problem solving, scorekeeping, and attention directing.

Because the accountant's duties are often not sharply defined, some of these answers might be challenged:

1.
Scorekeeping

2.
Attention directing

3.
Scorekeeping

4.
Problem solving

5.
Attention directing

6.
Attention directing

7.
Problem solving

8.
Scorekeeping (depending on the extent of the report) or attention directing

9.
This question is intentionally vague.  The give-and-take of the budgetary process usually encompasses all three functions, but it emphasizes scorekeeping the least.  The main function is attention directing, but problem solving is also involved.

10.
Problem solving
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Value chain and classification of costs, computer company.

	Cost Item
	Value Chain Business Function

	a.

b.

c.

d.

e.

f.

g.

h.
	Production

Distribution

Design

Research and Development

Customer Service

Design (or Research and Development)

Marketing

Production
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Planning and control decisions, Internet company.
1.  
Planning decisions at WebNews.com focus on organizational goals, predicting results under various alternative ways of achieving those goals, deciding how to attain the desired goals, and communicating the goals and how to attain them to the entire organization.  For example, WebNews.com could have the objective of revenue growth to gain critical mass or it could have the objective of increasing operating income.  Many Internet companies in their formative years make revenue growth (and subscriber growth) their primary goal.


Control focuses on (a) deciding on, and taking actions that implement the planning decisions, and (b) deciding how to evaluate performance and what feedback to provide that will help future decision making.

2.
Planning decisions

a. 
Decision to raise monthly subscription fee


c.  
Decision to upgrade content of online services


e.  
Decision to decrease monthly subscription fee


Control decisions


b.  
Decision to inform existing subscribers about the rate of increase—an implementation part of control decisions


d.  
Demotion of VP of Marketing—performance evaluation and feedback aspect of control decisions
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