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ASSIGNMENT 1

• Form groups for assignment 1 and assignment 2 and group project

• Select firm of your choice for assignment 1 and 2 and group project

• Assignment 1 – 7%

• 1-2 page report (not more than 5 pages) distributed to all

• 15 minutes presentation

• Task: Discuss and evaluate the current strategy of your firm

• Due Monday December 16 / 23, 2019 



ASSIGNMENT 2

• Assignment 2 – 8%

• 1-2 page report (not more than 5 pages) distributed to all

• 15 minutes presentation

• Task: Given the current strategy of your firm from Assignment 1,

discuss and evaluate SMA control and decision making tools that 

your firm is using

• Due Monday February 10, 2020



GROUP PROJECT

• Final group project report (15%) and presentation (10%)

• Report not more than 10 pages 

• 20 minutes presentation

• Task: Extending from Assignment 1 and 2, several future strategies 

are determined for your firm. Discuss and evaluate SMA and other

tools that should be implemented

• Due Monday March 2, 2020



WHAT IS SMA



WHAT IS MANAGEMENT ACCOUNTING

Financial Accounting Managerial Accounting

1. Users External persons who Managers who plan for

make financial decisions and control an organization

2. Time focus Historical perspective Future emphasis

3. Verifiability Emphasis on Emphasis on relevance

    versus relevance verifiability for planning and control

4. Precision versus Emphasis on Emphasis on 

    timeliness precision timeliness

5. Subject Primary focus is on Focuses on segments 

the whole organization of an organization

6. GAAP Must follow GAAP Need not follow GAAP

and prescribed formats or any prescribed format

7. Requirement Mandatory for Not

external reports Mandatory



WHAT IS STRATEGIC MANAGEMENT 

ACCOUNTING

• Management accounting can be expanded to be used in:

– Operational management (day-to-day short term, control and implementation 

of strategy)

– Strategic management (input for long term strategic decisions)

• Operational management

– Control of day-to-day costing, reporting, and other operational matters

– Performance measurement and evaluation

– Control of implementation of strategy

– Budgets, costing systems, variance analysis …..

• Strategic management

– Inputs to strategic decision making through the generating and evaluation of 

strategic choices / options and the selection of the strategies

– Plus CVP, target costing, life cycle costing …..



NATURE OF SMA INFORMATION

Nature of SMA information

• Financial (main focus of tools so far)

• Non-financial (need more focus and development)

Characteristics of SMA information

• Specific (measurement problem if non-financial and / or qualitative 

like: What to measure? How to measure? How to know good or 

bad? Better measurement alternatives?)

• Future-oriented (future outcome unknown so how to determine 

suitable risk and reliability level or range and probabilities)

• Timely (trade off between usefulness and timeliness)





HOW CAN SMA CREATE VALUE

• Providing information that captures financial  and non-financial 

information from the internal and EXTERNAL environments to 

assist management with EFFECTIVE RESOURCE ALLOCATION

• Support the formation, selection, implementation, and evaluation

of organizational strategy by management

• VALUE CREATION (through existing operation and future strategic 

directions)

• Sustainability (not only for firm but also for environment and CSR)



MAJOR RECENT CHANGES

• Global economy (level of globalization, economic, structural 

change)

• Technology (machines replacing human)

• Internal structures of firms (to reflect adjustment to changing 

external environment)

• Sustainability ?????



INCLUDING

• Conflicting perspectives between society’s and environmental view 

of goals and value

• Stakeholder approach

– Perspective of stakeholders’ value

• Environmental management accounting system (EMAS)

• Non-profit entities

– Public sector organizations

– Non-government organizations (NGOs)

– Charities



RISK MANAGEMENT SYSTEM

Steps to manage risks:

•Risk identification

– Management accounting system (MAS) should be able to identify and 

provide risk information

– BUT might have other risks that are outside the accounting system (political, 

earthquake, meteorite, unknown unknown risks)

•Risk classification based on severity ($ or qualitative) and probability 

•Measure

•Management risk: avoid, reduce, transfer, acceptance

•Monitor



SHORTCOMINGS OF MANAGEMENT 

ACCOUNTING SYSTEM



SHORTCOMINGS OF MANAGEMENT 

ACCOUNTING SYSTEM



HOW TO CREATE “VALUE”



BOUNDARIES ?

• Ethics

• Corporate social responsibility (CSR)

• Sustainability – triple bottom line

– Economic prosperity

– Environmental quality

– Social equity (not equality)



VALUE DRIVERS

How can value be created?

• Collaboration

• Innovation

• Efficiency

• Market awareness

• Which driver(s) do SMA focuses on?



KEY FACTORS THAT CREATE VALUE

• Strategy

• Collaboration

• Satisfaction

• Quality

• Innovation

• Time



ROLE OF MA IN VALUE CREATION

What does MA / SMA provide within the value creation process?

• Identify and measure value drivers

• Measure inputs and outputs of value-creating activities

• Plan for, control, and maximize value creation (through innovation)

• Eliminate non-value adding activities



VALUE CHAIN APPROACH

• Organizational value chain => industry value chain system



VALUE CHAIN APPROACH

• Organization value chain – firms can secure competitive advantage 

in several ways:

– Invent new or better ways to do activities

– Combine activities in new or better ways

– Manage the linkages in its own value chain

– Manage the linkages in the value system

• At industry value chain level, can use

– Direct method (vertical or horizontal integration)

– Indirect method (bargaining power, co-ordination, relationships, alliances, 

joint ventures)

• More effective to manage industry value chain than each member 

maximizing their own efficiency in isolation BUT TRUST and GAME 

THEORY and Social political elements must be considered



STRATEGIES



WHAT IS STRATEGY?

• Strategy is the direction and scope of an organization over the long 

term, which achieves advantage in a changing environment 

through its configuration of resources and competences with the 

aim of fulfilling stakeholder expectations. Strategic decisions are 

made under conditions of complexity and uncertainty, they have 

wide impact on the organization and often lead to major change.

• How to be a successful firm ?

• Successful = ?







TOOLS

• Macro / global environment analysis
– Global trends

– Global demographic / country / industry trends

– Full environment analysis = PESTEL

• Industry analysis
– Porter’s five forces

• Company analysis
– SWOT = overall firm analysis

– Value chain analysis (firm and industry value chain)

– Product life cycle = from macro industry to micro product levels

– BCG matrix = manage multi-product firms

– Ansoff matrix = how to achieve growth

• Company strategy
– Porter’s cost leadership vs differentiation



MACRO ANALYSIS PESTEL



MACRO ANALYSIS PESTEL



MACRO ANALYSIS PESTEL



Example

• Huawei – 5G and infrastructure, phones

– P – trade war, China support to be main standard vs US

– E – huge growth and upside potential as many application but if locked out?

– S – many social factors dependent on 5G connections, political support for 

own country?

– T – the main driver to become international standards for future

– E – not too much

– L – US system vs China system



Example

• ByteDance – news and TikTok

– P – trade, financial, and data security war

– E – growth potential but short lived, WeWork repeat? No profit yet, 

recurring success?

– S – huge potential growth in social media but need the right software, back 

slash from data security and privacy issues?

– T – 5G development leads to next type of technologies?

– E – not too much

– L – where is the data stored and access rights



Example

• Telsa China – electric cars

– P – trade war, tariff protection, exchange of benefits

– E – China market extremely saturated, cut throat competition within China

– S – environmental friendly but Chinese willing to pay the premium?

– T – Chinese electric cars have better value, hydrogen powered cars

– E – is electric cars really environmental friendly?

– L – exposed to high legal risk as operating in China



INDUSTRY ANALYSIS

PORTER’S FIVE FORCES MODEL



Example

• Huawei – 5G and infrastructure, phones

– New entrants – high as need penetration and technical expertise

– Substitute products – high as now other alternative except if standard based 

on US

– Customer power – low if do not want Huawei system but will be behind

– Supplier power – high as moving towards using self made parts instead of 

relying on foreign suppliers for parts

– Internal rivalry – extremely low as US government sees it as a way to control 

future online access



Example

• ByteDance – news and TikTok

– New entrants – low as easy to program

– Substitute products – low as facebook, Instagram and others have similar 

offerings

– Customer power – low as almost no switching cost

– Supplier power – not applicable

– Internal rivalry – low but customer hard to read and entice



Example

• Telsa China – electric cars

– New entrants – high due to high capital investments required, government 

and funding availability?

– Substitute products – low as many cheaper alternatives non-electric cars, 

high speed rail, DiDi

– Customer power – low as many cheaper choices in both electric and gas cars

– Supplier power – medium as many parts self made, other input parts, labor, 

land, electricity

– Internal rivalry – high but reducing as other imported prestigous brands have 

electric offerings



COMPANY ANALYSIS SWOT ANALYSIS



Example

• Huawei – 5G and infrastructure, phones

– Strengths – technology developed

– Weaknesses – reliance on non-China parts supplier, reliance on foreign 

government approval of use of technology

– Opportunities – controlling the 5G technology standards as 5G not like 4G

– Threats – political reason not to be accepted and used by countries



Example

• ByteDance – news and TikTok

– Strengths – existing users, growth, and popularity

– Weaknesses – many similar offerings current and potential, user peaked

– Opportunities – 5G allows further content exchange

– Threats – user taste change and move to other type of apps



Example

• Telsa China – electric cars

– Strengths – premium brand name, more establish and more reliable

– Weaknesses – price, founder, parts availability, charging station availability

– Opportunities – electric pickups and trucks, solar panels

– Threats – other China made electric cars that are cheaper, hydrogen 

powered cars, political reasons



COMPANY ANALYSIS PRODUCT LIFE CYCLE







Example

• Huawei – 5G and infrastructure, phones

– Introduction

– Growth

– Maturity

– Decline



Example

• ByteDance – news and TikTok

– Introduction

– Growth

– Maturity

– Decline



Example

• Telsa China – electric cars

– Introduction

– Growth

– Maturity

– Decline



COMPANY ANALYSIS BCG MATRIX 



Example

• Huawei – 5G and infrastructure, phones

– Star

– Cash cow

– Question mark

– Dog



Example

• ByteDance – news and TikTok

– Star

– Cash cow

– Question mark

– Dog



Example

• Telsa China – electric cars

– Star

– Cash cow

– Question mark

– Dog



COMPANY ANALYSIS 

ANSOFF ANALYSIS (ORGANIC GROWTH)



Example

• Huawei – 5G and infrastructure, phones

– Market penetration

– Market development

– Product development

– Diversification



Example

• ByteDance – news and TikTok

– Market penetration

– Market development

– Product development

– Diversification



Example

• Telsa China – electric cars

– Market penetration

– Market development

– Product development

– Diversification



COMPANY ANALYSIS 

GROWTH VIA ACQUISITION



Example

• Huawei – 5G and infrastructure, phones

– Vertical integration opportunities

– Horizontal integration opportunities



Example

• ByteDance – news and TikTok

– Vertical integration opportunities

– Horizontal integration opportunities



Example

• Telsa China – electric cars

– Vertical integration opportunities

– Horizontal integration opportunities



COMPANY STRATEGY

COST LEADERSHIP VS DIFFERENTIATION



COMPANY STRATEGY

COST LEADERSHIP VS DIFFERENTIATION

• Cost leadership

– Economies of scale

– Economies of scope

– Economies of learning

– Efficient production

– Simplier product design

– Better sourcing

– Lower input costs

– Efficient organizational process

• Above average profit at same price as competitors

• Force competitors to cut price and lower return or exit the industry



COMPANY STRATEGY

COST LEADERSHIP VS DIFFERENTIATION

• Differentiation
– Identify attributes that customers value

– Position to meet these attributes in a unique manner

– At a cost lower than the additional price customer willing to pay

• Intrinsic value
– Product quality

– Product variety

– Bundled services

– Delivery timing

• Signal of value = brand image, product appearance, reputation
– Investment in R&D

– Engineering skills

– Marketing capabilities



SUSTAINING COMPETITIVE ADVANTAGE

• Sustaining difficult to do

– Copy by competitors

• Explicit barriers = patents or other legal protections

• Implicit barriers = switching costs or first mover advantage

– Change in environment = market, technology, customer, legal



STRATEGIC POSITIONING


