MANAGEMENT ACCOUNTING & CONTROL
Principal stages:
1. Planning fundamental aims and objectives
2. Operating planning
3. Budgeting

4. Controlling and measuring
5. Reporting; analysis and feedback
Key aspects to consider:

· Levels of activity (service users) are more predictable – taxes; fees and charges
· Investment appraisal – capital costs and revenue effects

Financing planning:

· Forecasting to ensure public services meet ever changing demands and service complexities
· Financial modelling – flexing the key parameters to assess impacts on tax levels; fees; charges

Capital Budgeting:

· Sales of assets
· Acquisition of new assets / projects
· Financing of assets:-

-  revenue contributions


-  borrowing; long term loans


-  capital receipts


-  grants


-  P.F.I.

Revenue Budgeting:

· Short (one year) to medium term financial plans.

· One year plan’s related to taxation charges (eg Council Tax) and the setting of fees and charges for services
· Link to capital budgets
Target setting:

· For service output assessment eg

· frequency of refuse collection

· time taken to respond to emergency fire service calls.

· proportion of crimes solved (other activity measures)

· Contributes to reviewing ‘value for money’

Financial Management Initiative (F.M.I.):
· Identified the need for each central government department to produce –

· clear objectives

· well defined responsibility

· relevant management information
Next steps initiative:
· Strategies, objectives, budgets and targets would be set for each agency.

Best Value:
· Legal requirement for local authorities, police authorities and fire authorities to achieve ‘best value’.

· ‘Best value’ constitutes:-
· Challenge service purpose

· Compare performance

· Consult community

· Compete with others

Budgetary control:
· Set budgets / flexible budgets / controllable budgets / phased budgets

· Cost centres / responsibility centres

· Variance analysis

Virement:
· Provides flexibility to a rigid budgetary system

· Over spending covered by under spending

Cost Accounting:
· Expenses centres (controllable/uncontrollable) 

· Profit and investment centres – charging for services and investing in new projects (R.O.I.)

· Activity based costing

· Applied to overhead allocation

· Originally developed for manufacturing activities

· More scientific method of overhead apportionment

· Identifies overhead ‘drivers’ (reason’s why overhead’s change) 

Charging for services:
· Debate over how public services should be financed – charges or taxation

· Political choice

· Should a particular service be charged for at all?

· Should the charge cover full cost, or something less or more than full cost?

· Audit Commission (1999) reported that over 100 authorities raised more from charges than from ‘Council Tax’.

· Consider what proportion of the costs of a service should be recovered. 
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