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Module 1  

INTRODUCTION 
TO STRATEGIC 
MANAGEMENT 
ACCOUNTING 

While the traditional role of management accounting 

in supporting the decisions of operational managers is 

still extremely important and fundamental, since 1950 

the discipline has increasingly embraced both a wider, 

strategic role and a more sophisticated range of 

techniques. In this module we shall look at the 

development and role of strategic management 
accounting and management accounting systems. 

 

PART A: THE ROLE OF MANAGEMENT 

ACCOUNTING  

EVOLUTION OF MANAGEMENT ACCOUNTING  

CAUSES OF CHANGE IN THE BUSINESS 

ENVIRONMENT  

ROLE OF MANAGEMENT ACCOUNTANT  

VALUE AND VALUE CREATION  

STRATEGIC MANAGEMENT  

PART B: UNDERSTANDING AND SUPPORTING 

MANAGEMENT  

PART C: MANAGEMENT ACCOUNTING 

SYSTEMS  

RISK MANAGEMENT  

PROBLEMS WITH MA SYSTEMS  

ENVIRONMENTAL MANAGEMENT 

ACCOUNTING SYSTEMS  

OPERATIONAL MANAGEMENT SUPPORT 

TECHNIQUES  
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Contrasts with financial 

reporting to external groups. 
Can be for both strategic and 

day-to-day decisions. 
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Note that this definition 

includes the concepts of 

creating value and 

business sustainability. 

Contrasts with external 

reporting of financial, 

historical, delayed, 

aggregated information to 

external users. 
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Modern SMA: 

 dynamic, complex, 

competitive environment 

in tertiary and 

manufacturing 

 value added 

 external focus – relative 

performance 

 commercially focussed 

 process orientated 

 quality. 

Started out in manufacturing: 

 stable, simple, predictable 

environment 

 standard costing 

 variance analysis 

 detailed cost focus. 
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 Cost centre 

 Revenue centre 

 Profit centre 

 Investment centre 

 Leading indicators that drive 

results 

 Competitor activity 

 Industry analysis 

 Non-financial performance 

 Projects 

Unsustainable practices: 

 economic – bank lending practices 

 social – sweatshops 

 environmental – fisheries, agriculture. 

 Life cycle costing 

 Full cost accounting 

 Benefits assessment 

 Strategic planning for 

environmental management 
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 Growth rates 

 Government spending 

 Debt levels 

 Consumer spending habits 

 Regulations (e.g. Basel III) 
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Challenges 

Some of the key challenges facing management 

accountants include:  

 using technology effectively while guiding others 

effectively use management accounting systems; 

 managing resources; and  

 promoting innovation. 
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This is the focus of strategic 

management accounting. 
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Creating value for 

shareholders must not be 

restricted to short-term 

financial matters. 

The choice of perspective 

affects the way in which 

performance is measured 

and reported. 
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Strategic management: 

avoid becoming so 

preoccupied with immediate 

issues that you lose sight of 

ultimate objectives. 

Distinguish between 

strategic planning vs 

operational planning. 

(Strategic has external 

focus rather than internal). 

Operations etc: How can an 

organisation deploy its resources to 

achieve its strategies? 

Does it have the resources it 

needs? 
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Four key stages of  strategic 

management: 

 analysis 

 planning and choice 

 implementation (action) 

 evaluation. 

Key issue in strategic choice: 

Is strategy appropriate for an 

organisation and its context? 

We shall look at 

this diagram again 

later in the course. 

SMA supports 

operational planning 

through for instance: 

 budgets 

 costing systems 

 variance analysis. 
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Importance of linking 

management of daily 

activities to achieving 

strategic and tactical 

plans. 

How do Information 

Systems (IS) and 

information requirements 

vary for the two levels? 

Support for operational managers  

from SMAs: 

 product costing 

 cost-volume-profit (CVP) analysis 

 budgeting 

 variance analysis 

 working capital management. 
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Difficult in service 

businesses as services are 

intangible. 
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Information on strategic 

variables that create 

value. 
Also delays in feedback, 

short-termism and lack 

of focus on quality. 

We shall look at many 

of these areas in detail 

as we go on. 

Information for controlling processes. 
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MAS produces information 

to identify particular risks 

across all areas. 

Internal accounting controls help to 

reduce/eliminate risk: 

 separation of duties 

 independent verification 

 physical security 

 document design and handling 

 cash control. 
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Right process and right 

culture – both are required 

Risk management should be 

done at both a strategic and 

an operational level. 
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See Module 3. 

Watch out for over-simplistic 

methods of allocating 

overheads. 

Remember that techniques such 

as Discounted Cash Flows (DCF) 

calculations are not just about 

numbers, but aim to control 

performance, staff, returns and 

decision-making. 

ERP software can help with 

many of these problems. 
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Many managers are still 

unaware of EMAS and CSR.  
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The interactions of two 

types of cost, volume and 

profit = CVP analysis. 
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Both fixed and flexible 

budgets are used in 

planning. 

Flexible budgets are used 

for control. 
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Fixed overhead variances 

are not calculated when 

marginal costing is used. 

O
P
E
R

A
T
IO

N
A
L
 M

A
N

A
G

E
M

E
N

T
 S

U
P
P
O

R
T

T
E
C

H
N

IQ
U

E
S

 



 

 34 

 

 

 

 

 

 

 

 

 

 

It can be very difficult to 

maintain relevant and 

usable standard costs for a 

product or unit. 

O
P
E
R

A
T
IO

N
A
L
 M

A
N

A
G

E
M

E
N

T
 S

U
P
P
O

R
T

T
E
C

H
N

IQ
U

E
S

 

Balance funding for 

accounts payable with 

need to comply with 

agreed terms. 

 Inventory too high = 

financial problem 

 Inventory too low = 

operational problems 


