Seminar solutions
Management Accounting and the Business Environment
Section 1
In-class Questions
Listed below are a number of terms that relate to organizations, the work of management and the role of management accounting:
- Budgets 		- Chief Accountant 		- Decentralization
- Directing and motivating 		- Feedback 		- Financial accounting
- Line 		- Management accounting 		- Non-monetary data
- Performance report 	- Planning 		- Precision
- Staff 	  	 

Choose the term or terms above that most appropriately complete the following statements:
1- A position on the organization chart that is directly related to achieving the basic objectives of an organization is called a  Line 	 position.
2- When Directing and motivating managers oversee day-to-day activities and keep the organization functioning smoothly.
3- The plans of management are expressed formally in Budgets.
4-   Planning consists of identifying alternatives, selecting from among the alternatives the one that is best for the organization, and specifying what actions will be taken to implement the chosen alternative.
5- A Staff position provides service or assistance to other parts of the organization and does not directly achieve the basic objectives of the organization.
6- The delegation of decision-making authority throughout an organization by allowing managers at various operating levels to make key decisions relating to their area of responsibility is called Decentralization
7- Management accounting places less emphasis on Precision and more emphasis on non-monetary data than financial accounting.
8- Management accounting is concerned with providing information for the use of those who are inside the organization, whereas financial accounting is concerned with providing information for the use of those who are outside the organization.
9- The accounting and other reports coming to management that are used in controlling the organization are called Feedback
10- The manager in charge of the accounting department is generally known as the Chief Accountant
11- A detailed report to management comparing budgeted data against actual data for a specific time period is called a Performance report

Section 2
Questions
1-1 What is the basic difference in orientation between financial and management accounting? 

	Financial 
	Management 

	external
	internal

	historic
	future

	Precision / accuracy 
	Timely Operating reports 



1-2 What are the three major activities of a manager? 
Decision making
Planning 
Control 
Evaluation / monitoring 

1-3 Describe the four steps in the planning and control cycle. 
Planning
Implement – directing and motivating
Measure performance 
Compare actual vs planned 

1-4 Why do companies prepare budgets? 
How to manage their finances.
To help achieve long term goal
Know where your money is going 
Financial status

1-5 What function does feedback play in the work of the manager? 
Measure performance and improve employees and products/services. 
1-6 Distinguish between line and staff positions in an organization. 
Line has authority over you. 

Exercises
Take Home
P1-3 Ethics and the manager
Richmond plc operates a chain of department stores. The first store began operations in 1965, and the company has steadily grown to its present size of 44 stores. Two years ago, the board of directors of Richmond approved a large-scale remodelling of its stores to attract a more upmarket clientele. Before finalizing these plans, two stores were remodelled as a test. Linda Potter, assistant controller, was asked to oversee the financial reporting for these test stores, and she and other management personnel were offered bonuses based on the sales growth and profitability of these stores. While completing the financial reports, Potter discovered a sizeable inventory of outdated goods that should have been discounted for sale or returned to the manufacturer. She discussed the situation with her management colleagues; the consensus was to ignore reporting this inventory as obsolete, since reporting it would diminish the financial results and their bonuses.
Required

· Would it be ethical for Potter not to report the inventory as obsolete?

· Would it be easy for Potter to take the ethical action in this situation?

P1-4 Ethics
Suppose all garages routinely followed the practice of attempting to sell customers unnecessary parts and services by recommending unnecessary or expensive repairs.
Required
· How would this unethical behavior affect customers?
· How might customers attempt to protect themselves against this unethical behavior?
· How would this unethical behavior probably affect profits and employment in the garage industry?
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