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Introduction 
Management accounting in the process of decision making and in the preparation of internal financial reports are very important. It helps to take effective decisions and also helps in achieving business goals and objectives. With the provision of financial resources and information the managers and leaders of the organisation are also benefited by facilitating business activities. In this study, the accounting standards, its objectives and concepts are discussed in detail to gain greater understanding. 
[bookmark: _Toc39068570]Task 1
[bookmark: _Toc39068571]Difference between capital expenditure and revenue expenditure with reference to the International Standards of Accounting 
The international Accounting standards are relevant and associated with capital expenditures and concerned with intangible assets and revenue recognition. Below table shows the differences in revenue expenditure and capital expenditure. 
	Capital Expenditure 
	Revenue expenditure 

	· Capital expenditure are done on fixed assets that are expected to be productive for a long time period 
· This type of expenditure are mainly charged to expense over long period and depreciation 
· It is assumed to be appropriately consumed over related fixed period of useful life (Mohanty and Mishra, 2017, p. 35)
· It generally involves monetary amounts that are larger than expenditure of revenue. It is also because with the exceed in threshold value expenditures can be considered as capital expenditure 
	· The cost of revenue expenditure are related to the transaction of specific revenue or period of operation like maintenance and repair expense or cost of goods sold (Anojan and Nimalathasan, 2018, p. 88)
· It is charged to expense in current period or in short period 
· It is consumed generally within short and very short period of time 
· Large expenditures are also classified as the revenue expenditures when they are associated directly with period costs or revenue transaction 


Table 1: Difference between capital expenditure and revenue expenditure
(Source: Created by researcher)
[bookmark: _Toc39068572]Task 2
[bookmark: _Toc39068573]a) Purpose and nature of management and cost accounting, its specific characteristics, differences and similarities 
Purpose 
The purpose of management accounting is gain and provides important information for the internal process of decision making emphasizing control and planning purposes. 
Ascertainment of cost, presentation of cost data, fixation of sales price and proper recording are the main purpose of cost accounting (Frank, 2019, p. 38). 
Nature 
Management accounting in the organisations involves furnishing of different accounting data to manage the important decisions. It helps in achieving organisational goals and in improving efficiency by providing important accounting information, effect and cause analysis and with the use of concepts and special techniques (Carlsson, 2017). 
On the other hand, cost accounting identifies, summarizes and interprets information that are required for control and planning of different organisational decisions and functions. Therefore the different manufacturing processes are generally controlled by the cost accounting method. 
Characteristics of management accounting 
· It frames policies and assists in decision making process 
· It is future oriented and helps in decision and planning of future course actions 
· It provides quantitative and qualitative information to manage performance and operations 
· For the information disclosure there is no set format 
· It helps in discretionary activities 
Characteristics of cost accounting 
· It has the elasticity to adjust itself to different changing situations 
· Its operations is economic and cost effective (Hall, 2016, p. 64)
· It involves detailed analysis and correct information of cost
· It facilitates comparison and provides cost data in analytical form 
· It is capable to reconcile financial accounts 
Similarities between management and cost accounting 
· They both need essential knowledge of principles and accounting basics 
· Similar techniques and procedures of accounting, analysis and computing are used by both 
· Both actually strive to provide relevant and accurate information and data to help in management decision making  and performance improvement 
· The statement of both are prepared in reference to particular period 
· They are usually used by employees and internal management of organisations
Differences between management and cost accounting 
	Management accounting 
	Cost accounting 

	· It focuses on helping management in decision making 
· It covers qualitative and quantitative aspect 
· It has wider scope as it covers taxation, planning and financial accounting 
· It take view at the top level of the organisational activities 
· In the day to day operations of organisations, it is important 
	· It focuses on accurate recording of costs 
· It covers records, transactions and statements related to costing 
· The scope is narrow as it only involves costing aspects  (Laing, 2018, p. 10)
· It takes in-depth look at details related to information and data 
· It is important for day to day activities related to production 


Table 2: Differences between management and cost accounting 
(Source: Created by researcher)
[bookmark: _Toc39068574]b) Relationship between the practice and concept of management and cost accounting and its use in long term and short term strategies 
The type of accounting, cost and management accounting are closely related and strongly interconnected to each other. The management accounting system in the management of organisations and its decisions uses the cost accounting system to gain qualitative and quantitative information and data. The system of management account used the accounting data of cost management to minimise the organisational cost and to evaluate the performance. The main aim of the organisations is profit maximisation. Improved profit in the organisation is achieved by management accounting by putting emphasis on cost control and ascertainment of cost accounting (Tu and Huang, 2019, p. 1974). In the practice of management accounting all the techniques and processes of cost accounting like fund flow statement, ratio analysis and statistical analysis operations for overall effective organisational operations. 
Development of short term organisational strategies
In the business planning, short term strategies in the organisation helps to achieve small goals and targets which eventually leads to the fulfilment of long term goals and objectives of the organisation. As management accounting gives knowledge on day to day operations and cost accounting helps in day to day production activities, they together help to evaluate the effective strategies and policies for short term operations and management of organisations. 
Development of long term organisational strategies 
Long term strategies in the businesses are developed for the long term future of the organisation; therefore it requires long years of fulfilment. In the long term strategy development, organisations include overall organisational goals along with management and cost accounting (Yagi and Kokubu, 2018, p. 765). In the long term strategies, permanent solutions for short term problems are addressed with management and cost accounting. 
[bookmark: _Toc39068575]Task 3
[bookmark: _Toc39068576]Management Accountant’s responsibilities and development of cost and management processes 
With the help of the management accounting system, financial information is maintained and financial policies are developed for organisations. One of the main responsibilities and roles of management accounting is to reduce the production and operational costs of an organisation by implementing and identifying appropriate and efficient strategies. It also has the responsibility of tracking the internal cost of business processes that helps firms, individuals and organisations of decision making related to investment, operations and production in the market. Therefore for the wellbeing of the organisation and the firm, the roles and responsibility of management accounting plays an important part (Weetman, 2019, p. 74). The responsibility of management accounting also includes estimation of the cost related to raw material cost, manufacturing sales, labour, social media networking and management of internal cost operation. In the management of organisation’s operations, the main responsibilities that management accountant needs to fulfill in organisations 
Advice about financial implications 
They need to play the advisory role to determine the contemplated act that can meet the current needs and requirements of the company for effective cash flow  for the business needs in future. 
Explain financial consequences 
Based on the investment decisions and strategies, taxation policies and activities, the accountant predicts the future decisions and consequences so that the cash flow, income statement and balance sheet can be managed well. 
Formulates strategies 
Based on the understanding of organisations operations, functions and business strengths the management accountant also formulates effective strategies for business improvement (Petra et al. 2019, p. 24). 
Monitors financial and spending control 
It helps the organisation in setting up targets and creation of budget to keep a track on the overall business processes and to gain measurable reflections. 
Conduct audits of internal business 
It interrogates concerns like rogue or fraud spending and makes the company and its associates aware of the internal spending pattern by effective monitoring and tracking patterns in organisations. 
In the development of cost and management processes to aid in the decision making process, managerial accountants look into cost management, develops budget, creates important reports and performs assets. The information and data gathered and provided by the managerial accountants helps the managers to develop organisational cost and management strategies depending on them (Tapis et al. 2017, p. 10). In case of small and medium organisations, the owners of the organisation itself make decisions and strategies for the organisation. Therefore the ability of the owner to make decisions and business strategies can be affected by the information or data presented by the managerial accountants. The managerial accountant looks into all the factors of direct and indirect costs to understand the financial conditions and cash flow to decide the areas and production where better investments can be made for organisational benefit. Fully informed decisions in the cost and managerial accounting are made following the steps of planning, directing, controlling and feedback. Planning helps to make appropriate strategies and decisions based on available information. Directing allows the managerial accountant to direct the business managers and others to follow the right processes for developing effective operational processes (Holmgren Caicedo et al. 2018, p. 242). The step of controlling allows mitigating and solving any problems that come in the way of effective organisational decisions. Feedback in the process also helps to adopt better strategies and policies and solve issues and problems for better cost efficiency and management in the organisation. Therefore in today’s time, organisations ensure that the management accountants in the organisation spend their time in broadening the traditional management span of accounting. 
[bookmark: _Toc39068577]Task 4
[bookmark: _Toc39068578]Difference between financial accounting and management accounting 
Both management accounting and financial accounting have distinct paths of career and therefore the difference between the two is very important to understand. The table below shows the differences between financial and management accounting. 
	Financial accounting
	Management accounting 

	· The aggregation of information of accounting into different financial statements are called financial accounting 
· It reports on the entire business results and probability
· In order to prove that the financial statements are correct, the financial accounting are kept with enough or considerable precision
· In case of financial account the policies and processes needs to comply with the different accounting standards (Bai, 2019, p. 88)
· It looks into the overall, system and operation of the organisation like profit generation and outcome 
· It addresses the current financial results of the organisation 
· It involves revaluation and impairments as it addresses liabilities and valuation of assets 
	· It is the important internal processes that is used to accounts transaction of business 
· It reports at a detailed level like product line, geographic regions, profits by product and customer and looks into the areas causing problems (Zhou et al. 2018, p. 87)
· It on the other hand deals with different estimates rather than verifiable or proven facts 
· It has no need to follow or comply with accounting standards when information or data is compiled  for the purpose of internal consumption 
· It focuses on solving the bottleneck issues to enhance and achieve more profit 
· It addresses the forecasts and budget to look into the future condition and management of the organisation 
· It is concerned with only productivity and not value


Table 3: Difference between financial and management accounting 
(Source: Created by researcher)
[bookmark: _Toc39068579]Conclusion 
The era of globalisation has transformed the system and operation of accounting. The position of managerial accountant in the organisation has also been transformed in the organisation. Accounting has evolved because the present condition of the business organisations has also changed to a great extent. Different challenges, risks and issues are now based by the business organisations. Therefore the importance of financial, managerial and cost accounting has also increased in the organisation. It also aims to assist management, ascertaining profit for an activity in the decision making process of organisations. 
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