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[bookmark: _Toc48837687]Introduction
Accounting means the process of recording the financial transactions of the organisation in specific formats to create financial statements that help the managers and other stakeholders to make decisions. Accounting can be classified into several categories i.e. cost accounting, financial accounting, management accounting. Each serves different functions. In this report, the difference between revenue and capital expenditure, the nature and purpose of cost and management accounting along with their similarities and dissimilarities, how they are involved in the strategy-making process of the organisation, responsivities of management accountants in cost centres and profit centres will be discussed. Further, difference between financial and management accounting will also be discussed. 














[bookmark: _Toc48837688]Task 1:
[bookmark: _Toc48837689]Differentiating between revenue expenditure and capital expenditure.
The difference between capital and revenue expenditure is shown underneath:
	Capital Expenditure
	Revenue Expenditure

	Capital expenditure is the expenses of the organisation that incurred for purchase or erection of fixed assets and which yields benefits over a long period of time (Cordes, et al., 2015).
	Revenue expenditure refers to those expenses that incurred by an organisation to manage day-to-day operations and functions and benefits obtained from these expenses are obtained over a short period of time. 

	Examples of capital expenditures are the amount spent on acquiring land, equipment, building, furniture, vehicles etc.
	Examples of revenue expenditure are repair cost, wages, maintenance cost, repainting cost, 

	Capital expenditure is shown in the income statement and balance sheet (Hlaciuc, et al., 2017).
	Revenue expenditure is shown in the income statement

	The size of capital expenditure is quite large.
	The size of revenue expenditure is quite small. 

	This expenditure provides benefits for more than one financial year.
	This expenditure provides benefits for one financial year.

	This expenditure is incurred for increasing the earning capacity of the organisation
	This expenditure is incurred for maintaining the earning capacity of the organisation.

	Usually depreciation is charged on capital expenditure.
	No depreciation is charged on revenue expenditure (Thanh and Lien, 2017). 






[bookmark: _Toc48837690]Task 2:
[bookmark: _Toc48837691]Nature and purpose of cost accounting and management accounting.
The process of recording and accounting of all elements of costs is called cost accounting. It is an accounting system that make available accurate information for those who have a stake in an organisation. The nature of cost is accounting is that it is more concerned with the control of costs and ascertainment (Sucharita, S., 2016). Information provided by cost accounting helps the managers of organisation in controlling cost and reduction of cost by the planning of functions and decision making. It also helps in identifying, summarising and interpreting information that is needed for production costing i.e. calculation of sales price, planning and control, and other types of managerial decisions. 
Management accounting is concerned with generating relevant accounting information for managers which might be helpful in decision-making process. Management accounting is also a technique of selective nature. It takes data from the income statement and provides data to managers not decisions. Managerial accounting is more concerned with the future (Drury, 2013). Management accounting also analyses different variables such as why profit in one financial year is less than previous financial year. Besides, there is not a set of formats of management accounting. The main purpose of management accounting is to provide information to the internal employees so that they can plan, set, and evaluate their activities and goals.
[bookmark: _Toc48837692]Characteristics and similarities between cost accounting and management accounting.
Both management and cost accounting deals with the information to help the business managers in making better decisions, Management and cost accounting help the organisations to make informed business decisions that are more equipped in control and management functions. Management accounting deals with the preparation of financial budget for organisation which helps to determine appropriate allocation of resources and cost accounting, in this aspect, determine the cost allocated to different functions. Information generated in the cost accounting and management accounting is used by internal managers of the organisations. Besides, both accounting systems maintain the basis of double-entry system. Both accounting provides information that helps to increase the efficiency of the departments, functions, and overall organisations (Thanh and Lien, 2017). 
[bookmark: _Toc48837693]Difference between cost accounting and management accounting
· Cost accounting helps the management in respect of cost reduction and cost control whereas management accounting helps in policy-making, planning and execution of plans. 
· Cost accounting is developed before management accounting and management accounting is quite a recent development.
· Cost accounting uses quantitative information while management accounting uses both qualitative and quantitative information (Horngren, et al., 2015).
· Data of past and present are recorded in cost accounting whole management accounting provides future projections.
· Specific procedures are followed in cost accounting while no specific procedures are followed in management accounting. 
· The scope of management accounting is wider while the scope of cost accounting is confined in the matters related to cost. 
· The reports of management accounting are viewed and used by internal management while reports of cost accounting are subject to statutory audit (Pashang, et al., 2014).

[bookmark: _Toc48837694]How cost and management accounting are used to develop short and long-term strategies of organisations
Cost accounting helps the organisations to classify different types of cost which allows the management to control and ascertain the profitability of the organisation and its business process. It also helps the organisations to control cost of inventory, labour and other types of overhead costs (Arjaliès and Mundy, 2013). In addition, cost accounting helps the managers to make basic difference and distinction between variable cost and fixed cost which is used by them to fix the ideal price of products. Besides, cost accounting helps the organisations to fix and use standards to make estimation and budget for future (Banerjee, 2014). It also helps the organisation to channel production on the right line and reduce the waste of machinery, equipment and other tools. This helps to measure the efficiency of the organisational or departmental process. In these ways, cost accounting is used to develop different types of short and long-term strategies. 
Management accounting provides different types of financial and non-financial information to the managers that help them to forecast, budget preparation, in-depth analysis, and other aspects. It also assists them to plan different short-term and long-term activities of the organisation. With the help of management accounting, organisation can identify different early signs of the problems that exist in the organisation. The management body of organisations can also make decisions regarding which products they should continue or in which way sales strategy can be modified and so on. Management accounting also assists in forecasting the future of organisation and helps in the aspect of make-or-buy decisions (Fullerton, et al., 2013). This also helps the organisation to forecast or predict the cost which will be incurred in future and how the revenues in the future can be managed. Management accounting also helps to understand performance variances of the organisation and to manage the negative ones and analyse the expected rate of return. In these ways, organisations are able to make effective long-term and short-term decisions based on management accounting.

[bookmark: _Toc48837695]Task 3:
[bookmark: _Toc48837696]Responsibilities of management accountants in cost centre
Cost centre refers to the functional unit of the organisation that does not add to profit directly but still costs money to operate like accounting, HR or IT departments. The main responsibility of the cost centre is to track actual expenses in relation to the budget. The manager of the cost centre is responsible for keeping the cost of the organisation in line with the budget and he or she does not have to bear any responsibility regarding other issues like revenue or investment (Bradbard, et al., 2014). The management accountant is this centre is responsible for developing and managing the annual cost budget of revenue and expenses of the organisation. They are also responsible for properly coding expenses and revenue in the documents as a detailed chart of accounts. The managers are also responsible for monitoring and reviewing the financial reports properly with detailed inspection of revenue and expenses for verifying the accuracy of data contained in the reports. Throughout the year, they have a responsibility towards proper management of the operation in their respective departments using fiscal allocation within cost centres (Orlova, et al., 2015). 
[bookmark: _Toc48837697]Responsibilities of management accountant in profit centre
Profit centre of the organisation is responsible for managing both revenue and expenses of the organisations which results in profits or losses. For instance, product manager is responsible for the activities and functions of product line. The management accountant is responsible for managing different business functions and developing management and cost processes in this centre (Brands and Holtzblatt, 2015). The managers in this centre take different operating decisions and have sufficient freedom in this regard. The managers take purchase decisions, product mix and pricing decisions, inventory strategy and in other areas. They have responsibility to source supply and markets to make profitable make-or-buy decisions for the organisations (Welge, 2013). The management accountants also measures the costs and revenue of different profit centres. They are solely responsible for generating revenue and increasing profitability of the organisations. The managers have responsibility in decisions making of the organisation and they play a crucial role in measuring profit performance.
[bookmark: _Toc48837698]Task 4:
[bookmark: _Toc48837699]Discussing differences between management and financial accounting.
There are many differences between financial accounting and management accounting which are discussed below:
· Financial accounting refers to the collection of accounting data and transactions to create financial statements whereas management accounting is the internal processing which is used to account for business transactions (Weil, et al., 2013).
· Main type of financial accounting reports or statements are income statement, balance sheet, cash flow statements etc. However, main management accounting reports are departmental reports, purchase and sales report, inventory reports and so on.  
· The preparation of financial accounting is compulsory in organisation whereas management accounting is not compulsory rather voluntary.
· Financial accounting is more of historical perspective whereas management accounting is of futuristic perspective.
· Accuracy is a primary concern in financial accounting but management accounting works with estimation and it hardly deals with precision or proven facts. 
· The main objective of financial accounting is to provide financial information to the stakeholders so that it can help them in decision making; and main objective of management accounting is to provide information to the internal employees so that they can plan, set and evaluate their activities and goals (Schroeder, et al., 2019). 
· Financial accounting deals with monetary information only whereas management accounting deals with both financial and non-financial information.
· The format of financial accounting is specified whereas format of management accounting is not specified. 
· Financial accounting shows the profitability and efficiency of the organisation to the stakeholders whereas management accounting offers reports to the managers focusing on the problems and weaknesses and how they should be fixed. 
· Financial accounting information is used by external parties such as shareholders, creditors, investors etc.  whereas management accounting information is used by internal employee of the organisation (Taipaleenmäki and Ikäheimo, 2013).
· There are legal requirements while preparing financial accounting statements such as GAAP or IFRS while managerial accounting reports don’t have to follow legal requirements because they are only used by internal employees of the organisation. 
· Data and information of financial accounting are mainly of historical type whereas management accounting is forward looking.
· Financial accounting statements are needed to be prepared at the end of the financial period but the management reports can be frequently made so that they can provide relevant information to the manager of business which will help them to make better decisions.
· Financial accounting reports are needed to be publicly published; hence its confidentiality is not a prime concern. But management accounting reports are meant for managers and higher-level employees of the organisation. So, confidentiality is a key concept in management accounting. 
· Financial accounting is needed to be published and audited by the statutory auditors while management accounting is not required to be published or audited because they only provide better insights for internal managers.
[bookmark: _Toc48837700]Conclusion
Information provided by accounting helps the managers of organisation in controlling cost and reduction of cost by planning of functions and decision making. Management accounting provides different types of financial and non-financial information to the managers that helps them to forecast, budget preparation, in-depth analysis and other aspects. Management accounting also assists in forecasting the future of organisation and helps in the aspect of make-or-buy decisions Accounting provides information which helps to increase the efficiency of the departments, functions and overall organisations.
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