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[bookmark: _Toc40107326]Introduction
Although cost accounting and management accounting appear to be similar terms, they have different functions. Many expenses are incurred in the operations of any company and classified to produce an outcome, which is understandable for the users of financial statements. This study shall explain the meaning and purpose of different accounting terms such as revenue and capital expenditure and differentiate between them. The duties of different accounting departments and their specific functions in different fields and centers have also been discussed.
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Differentiate between revenue expenditure and capital expenditure with reference to International Accounting Standards.
Revenue expenditures are those expenses, which a company incurs due to its daily activities on day-to-day basis. These expenses are incidental to the primary expenses such as carriage on purchase or carriage outward, salesman`s commission, advertisement, repair and maintenance, rent, taxes and many more. However, capital expenditures are those expenses that do not occur daily; in fact, they occur once in a lifetime. They are mainly the expenditures that are incurred on acquiring property, plant and equipment of the company. Any expense, which is not incurred in the usual course of business, is called capital expenditure. As per the International accounting standards a capital expenditure is disbursed within the useful life of any fixed asset; however, revenue expenditure is consumed under a shorter period of time, usually within a year (Bergmann and Fuchs, 2017). Following are the differences between revenue and capital expenses:
	Revenue expenditure
	Capital expenditure

	(a) It is a short-term expense and is again accrued after a certain period of time or operation.
	(a) It is a long-term expense and after it is incurred revenue expenses tend to occur. For example: repair and maintenance of machinery.

	(a) It does not increase the future economic benefit to be received from fixed asset.
	(b) When these expenses are incurred the value of a plant is increased as it enhances its life.

	(b) It has an impact on the profit and loss statement and can reduce the profit.
	(c) It does not have an impact on the profit; rather it is recorded in the balance sheet as an asset. 


Table 1: Differences between revenue and capital expenditure
(Source: Created by learner)
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(a) What is the nature and purpose of cost and management accounting and what are the specific characteristics, similarities and differences between management and cost accounting
Purpose of cost and management accounting
Cost accounting involves the determination of the cost of a product. The manufacturing expenses, administration expenses and selling expenses are determined by cost accounting. The cost incurred is related to the production and other operations of the company. It includes all kinds of revenue expenses such as the material costs, labour costs and overhead costs. These expenses are recognized and controlled by a cost accountant so that the company can a huge profit on manufacture. 
However, management accounting is wider process compared to the former. In management accounting, the internal members of the organisation use the financial information for the purpose of decision making by the top level management (Pope and Mohr, 2017). Decisions that will lead the company to improve its business activities increase its profits and lead to the development of the organisation. 
Specific characteristics
Cost accounting is performed at every step of operation of the organisation. It tracks, records and analyses all the costs that are incurred by the various departments and sections. For example, all material, labour and overhead costs are recorded as factory expenses; however, all general expenses incurred in carrying out these operations are classified as office expenses. These expenses help in the determination of total costs incurred in finishing a commodity.
Management accounting, on the other hand, provides the data useful for making policies, planning, budgeting, forecasting and evaluating performance of the organisation (Prowle and Lucas, 2016).
Similarities between cost accounting and management accounting
Both of the accounting techniques require an individual to possess the knowledge of the principles and basis of accounting as both of these similar techniques of accounting and procedures.
The function of both departments is to present the data to the management in such a manner that it helps them to improve the performance of the company and take accurate and adequate decisions (Taschner and Charifzadeh, 2016). 
The information provided by both the departments is useful to the internal management. These accounts are prepared for a particular period; however, they are not submitted at the end of the financial year, instead the employees or internal management of the company uses them. 
Key Differences 
	Cost accounting
	Management accounting

	(a) The main basic function is recording of costs of the different events and transactions.
	(a) The basic function of is that the management is provided help in decision-making.

	(b) It helps in the controlling of costs or reducing them. 
	(b) Objective of management accounting is to manage the operations efficiently.

	(c) It presents only the quantitative facts, figures and information.
	(c) It presents quantitative and qualitative type of data which is used by management as well as external stakeholders

	(d) The individual performing cost accounting for a company must be a cost accountant and possess statutory authority in some cases.
	(d) Management accountant or any other qualified professional performs it.



Table 2: Differences between management and cost accounting
(Source: Created by learner)
(b) How are both concepts and practices linked to and used to develop the short and long-term strategies of organizations
In cost accounting, the data is provided in such a manner that it be to the point. It is presented for the users to understand it easily. Moreover, the records are presented in such a manner that it can be compared to any past data and can be adjusted accordingly so that it can serve the purpose in future. Cost accounting is mainly used for the ascertainment of cost, controlling of cost, determination of profitability and fixation of selling price (Datar and Rajan, 2018). The initial step recognizes all the costs that it is incurring in the process of operation of business. The second step is to control these activities if they go out of hand. Even if the cost if not huge, cost accountants make an effort to control the costs. After the cost has been incurred, they find out the profit they need to earn that shall cover all costs and interests of the owners and accordingly the selling price is fixed. In short term it is used to control the costs, thus, controlling profits. In long term, it helps one to improve their way of performing operations and finding the most optimal way of using resources.
Management accounting on the other hand puts an emphasis on providing financial information to all departments. The information is given after analyzing them and in such a way that it helps in the decision-making. The task of financial accounting is use the financial information and prepares financial accounts. However, the task of management accounting is to analyze the effect of the figures and facts of financial statements. Different techniques are used to analyze the data and extract useful information from them, such as, standard costing, marginal costing, cash flow, budgetary control, fund flow, ratio analysis and many more. These tools are helpful for decision-making and they help the various stakeholders and not only the owners. Management accounting helps an organisation to evaluate whether it is able to pay off its liabilities and increase its liquidity in the short them. In the long term, it helps a management to understand that when will the company go into liquidation and what steps to take to improve their hold in the market to survive on long term basis (Collis and Hussey, 2017). 
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Discuss the specific responsibilities of management accountants when they are managing the business activities and developing the management and cost processes of two of these centers
Responsibilities of management accountant
A management accountant is not only responsible for preparing the accounts of a company but also use this information to give feedback to the top-level management. The management will then plan and take decision, which will be for the growth of the organisation and increasing its profitability. An efficient management accountant puts an effort to reduce the cost as much as possible by implementing effective methods (Zainuddin and Sulaiman, 2016). He should also know how to prepare a budget and reporting. Other responsibilities include advising on business planning and strategic planning, complying with tax related matters, producing financial statements, which can be useful to both internal and external users of accounting information. 
Developing the management and cost processes of cost centers and revenue centers
Cost center is a department, which can be found in all companies and it has a separate cost of being operated. Cost center does not directly help the company to earn profit but it is mandatory to have one as the costs have to be managed efficiently to earn a good profit. 
However, revenue center is directly linked with generating income from operations such as sales. Many organisations also have profit center instead of revenue center so that the risk of tampering with data is reduced. 
Responsibilities of management accountant in developing the cost center
Cost center is a critical department and if the cost center of any organisation ceases to exist, so will the profit of the company. Therefore, as a management accountant the following measures can be taken to improve the management and cost processes:
(a) Reduce overheads: Every penny saved can have an impact on the profit. Negotiating with the supplier is a great way to kill overheads.
(b) Review production methods: The production method currently in operation should be reviewed and ways should be implemented to improve the production method.
(c) Identify unnecessary costs: Any costs that are unnecessary and adding to the cost of the product should be identified and eliminated. The management accountant should also look for idle time costs and try to eliminate them.
Developing a revenue center
Apart from controlling the cost center, another critical responsibility of the management accountant is to manage the revenue center effectively.
(a) Improve revenue: A management accountant should aim at increasing the revenue for its organisation. If there is any idle space or spare parts that the company can forego or provide for rent, then it will help in the increase of revenue.
(b) Support strategy: If a management accountant plans his duties as per the strategy of the company, then he may be able to maximize the sales by making such products that meet customer`s demands.
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Discuss the differences between management and financial accounting
	Basis of difference
	Financial accounting 
	Management accounting

	Meaning 
	It is mainly used to focus on all paperwork that ultimately help in the making of the financial statements such as the statement of profit and loss, the statement of financial position or balance sheet and the cash flow statement.
	It is the system used by the top level management to formulate policies and strategies so that the business can run effectively with the help of the information provided by financial accounting.

	Objective 
	Its main objective is to convey the financial performance and position to the company to the internal management as well the external users of books of accounts (Schroeder et al., 2019).
	To help the managing people in making plans and taking decision accordingly as per the situation conveyed by financial information.

	Users 
	The stakeholders, such as, investors, lenders, borrowers, creditors, debtors, management, government, employees and shareholders, use the information provided by this department (Kulikovaet al., 2016).
	Internal management uses data and figures provided by this system only.

	Time frame
	Financial accounts are prepared each year telling about the performance of the company for the year.
	They are prepared as per the needs and requirements of the internal management of the organisation. 

	Regulatory requirements
	As per Companies Act regulations, every company needs to prepare financial accounts.
	It is an option to practice management accounting, however, it is recommended for better performance.

	Governing principles
	Books of accounts of an organisation are made by following the accounting standards made by the International financial reporting standards (No, 2018). If these accounting standards are not implemented the financial accounts will not show true and fair view.
	There are no set rules or standards for preparing books under management accounting. However, some institutes such as, ICWAI and CIMA provide some formats and framework.

	Confidentiality 
	The question of confidentiality does not arise here, as these statements are open to public for their convenience. 
	It contains strategies and is therefore accessible to limited individuals only, ones who belong to the top management.



Table 3: Differences between management and financial accounting
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From the above study, it can be concluded that cost accounting, management accounting and financial accounting are different from each other in terms of meaning as well as functions. Financial accounting and cost accounting are mandatory to be prepared; however, preparation of management accounting is totally at the discretion of the management. Organisations that thrive to earn maximum profit practice management accounting to make strategies and policies. 
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