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Introduction
In this report it will demonstrate an understanding of financial and management accounting which corresponds to logistics industries. Financial accounting refers to the aggregation of accounting information into financial statements whereas, managerial accounting refers to the internal processes used to account for business transactions. Next, It will also show a good insight of the evaluation of the application to the economic theory ( An economic theory is a bunch of ideas and principles that outline how different economies function) which will provide solutions to issues relating to consumer behaviour and the logistic industries. Thirdly, after discussing both previous topics in detail this report will prove that using both the application of economic and financial theory it can determine solutions to customer related management problems. Overall, this report will critically discuss the importance of the role of finance and economics to improve and make a bigger impact to supply chain performance even with the potential of including sustainability and resilience as KPI (Key Performance indicator).
Financial Accounting
The function of financial accounting is to prepare financial statements used to communicate financial results to people outside of the company, such as creditors, suppliers, and customers. It is essential to differentiate managerial account, which involves preparing detailed reports and forecasts for company managers.
Why is Financial accounting important?
It is crucial that Businesses need financial accounting as it enables them to keep up with their financial transactions. In turn, they then can allocate resources accordingly. Furthermore, financial accounting provides you with a way to communicate your business finances to outside parties, including creditors and investors. These financial statements provide all the information necessary to other parties, which will either encourage them to partner with your business or discourage them. 
Financial statements 
The majority of companies prepare quarterly and annual financial statements and make them available to shareholders and the investing public. To determine a company's financial health, four basic financial statements are used these include:
The Income statement (also called the profit and loss statement) It represents a specific period of time (such as a quarter or year). Net income is calculated by subtracting revenues from expenses. According to Generally Accepted Accounting Principles (GAAP), revenues are always recorded during the period of the sale of the good or service, even though it may not be during the same period when the money is actually received.
Balance sheets show the assets and liabilities of a business at the end of a particular accounting period. An asset balance sheet represents a financial snapshot at a particular point in time. On a balance sheet Assets equals Liabilities plus Stockholders' Equity. Stockholders' equity refers to the amount of financing a corporation receives from operations (retained earnings that are not distributed to shareholders), and from shareholders who reinvest the capital they contribute.
Unlike the income statement, the cash flow statement shows the actual movement of cash into and out of a company over a period of time, whereas the income statement shows non-cash income. The cash flow statement shows cash flows from operating activities, investing activities, and financing activities.
A statement of retained earnings shows both the earnings paid to shareholders and the earnings kept by the company over a specific time period.
(AccountingEdu.org, 2021)
Advantages of Financial Accounting
During the preparation of financial statements, financial accounting takes into account the following aspects of the business: “Expenses, Revenue, Asset, Equity, and Liability.” (Commerce Mates, 2020)Managing all financial resources of a company is one way that financial accounting helps increase profitability and efficiency. Every business organization is statutorily required to practice financial accounting in their operations. With all that said financial accounting can provide many advantages to the performance of supply chain such as:
· Maintaining Business records 
· Prevention and detection of fraud
· Present true financial position
· Helps in preparation of financial statements
· Comparison of results
· Acts as legal evidence
· Assists the management 

Management accounting 
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Description automatically generated]Management Accounting is an internal accounting system that supports executives in performing management tasks. Logistics can be defined as the management of procurement, movement, and storage of materials, parts, or finished products through an organization and its adjacent channels.






A rational-oriented approach to supply chain management coordinates everyone involved in the supply chain to improve performance. Common management systems and performance measurement tools have been developed to provide guidance to individual companies and the entire supply chain. A coordinating approach supports supply chain leadership . Organizational goals include selecting strategic partners, distributing tasks across companies, managing processes, and ensuring that information is provided to all involved parties. The concept of information-oriented supply chain management values ​​the provision of decision-related information to partners. You need to implement an efficient reporting structure that includes the strategic and operational organizations in your system and their technical aspects.


Requirements
A prerequisite for the supply chain is the support of cooperating companies to ensure future cooperation. Companies need to focus on common tools and goals. This requires an understanding of the processes within the enterprise involved. The exchange of information (including sensitive data) within the supply chain is necessary to ensure its control, with coordination between internal information systems. Management accounting requirements in the supply chain are significantly higher than providing key figures, but this is a basic task.

Tasks and functions
Management tasks and capabilities are complemented by an inter-company approach and can be transferred to supply chain management. But the past-oriented aspect of traditional concepts is irrelevant. Due to the strategic importance of supply chain management, future-proof management requirements need to be taken into account. Due to the complexity of the supply chain, the focus should be on interface management. Several tasks and functions are defined in the literature. Supply chain management accounting has the following characteristics:
· Planning
· Monitoring and control
· Information supply
· Coordination
· Rationality and reflection
(Dr. Andreas Taschner and Dr. Michel Charifzadeh, 2020)

Aims (Direct and Indirect)
Direct goals relate to SCM support and management. This guarantees the deployment of a common performance measurement system for checking logistics processes or throughput times between supply chain stakeholders. 
Indirect goals can be pursued in supply chain management accounting. Examples include competitiveness, increased cooperation, growth, market development and customer orientation.
Supply chain performance measurement system 
Efficient resource management is critical to profitability. Without acceptable performance, customers turn to other supply chains. In a changing environment, the supply chain needs to adapt. Resource performance measurements include total cost, sales cost, manufacturing cost, inventory measurement, and rate of return. Examples of key performance indicators include the number of items produced, the time taken to produce, customer satisfaction, and product quality (difficult to quantify). Reducing backorders, increasing customer satisfaction, and the ability to respond to changing demand are the benefits associated with flexibility.




Economic Theory

The concept of economic theory refers to a set of ideas and principles that explain how different economies work. Economic theories may be used differently depending on the role of the economist. Some economic theories aim to explain particular economic phenomena, such as inflation or supply and demand, and how they occur.
(Indeed editorial team, 2021)

Solution made by the use of economic theory to consumer behaviour and the logistics in industries 

The principles underpinning the study of economics might not seem as important as balancing a household budget or learning to drive, but every moment of our lives is impacted by the forces underlying the study. Economic theory tries to explain how and why we make the decisions we do regarding our purchases.
Economic concepts such as scarcity, supply and demand, costs and benefits, and incentives can help explain many consumers behavioural decisions.
Scarcity
The effects of scarcity are familiar to everyone, whether they are aware of it or not. According to the concept of scarcity, there are limited resources in the world to meet unlimited wants. In order to meet as many of their highest priorities as possible, people must make decisions on how to allocate resources in the most efficient way.
Wheat, for example, can only be grown so much each year. While some prefer bread, others prefer beer. Due to the scarcity of wheat, there can only be so much of a given good made. But how do we determine how much flour to make for bread and beer? Creating a market system that is driven by supply and demand is one way to solve this problem.
Supply and Demand
Supply and demand drive a market system. Beer is an example of a product in high demand if many people want to buy it. By making beer with wheat rather than flour, you can charge a higher price for beer and usually make more money. The supply of beer could increase if more people start producing their own beer and, as a result, the price of beer would dramatically fall. While this is an extreme and oversimplified example, the supply and demand concept explain why last year's popular product is half the price the following year.
Costs and Benefits
Economic theory relies on the concept of rational choice (and rational expectations) to explain costs and benefits. According to economists, rational behaviour refers to people's efforts to maximize their benefits over their costs when making decisions.
Breweries will hire more employees if the demand for beer is high, but only if the price and amount of beer they sell justify the new costs of the employee's salary and the materials needed to brew more beer. Similarly, consumers will purchase the best beer they can afford, but not necessarily the best-tasting beer.
Although economics assumes that people are rational, many of the decisions that humans make are actually very emotional and do not maximize our own benefit. For example, the field of advertising preys on the tendency of people to act non-rationally. Advertisements try to start up the emotional centres of our brain and trick us into overestimating the benefits of a products.
Incentives
Economic incentives explain how supply and demand motivate producers to deliver the commodities that consumers desire while also encouraging consumers to save precious resources. When customer demand for a good rise, the market price of the good rises as well, giving producers an incentive to produce more of the commodity in order to get a better price. When the scarcity of raw materials or inputs for a given commodity drives up costs and forces manufacturers to cut back on supply, the price they charge for the good rises, and consumers have an incentive to limit their consumption of that good and save it for their most valuable purposes.
In the case of a brewery, the owner wants to boost production, so they decide to reward the shift that produces the most bottles of beer every day with a bonus. There are two bottle sizes available at the brewery: a 500-millilitre bottle and a one-litre bottle. They saw production rates jump from 10,000 to 15,000 bottles per day in only a few days. The problem is that the incentive they offered was based on the wrong metric: the number of bottles sold rather than the amount of beer consumed. They start getting calls from vendors asking when the orders for the one-litre bottles will arrive. The owner made it advantageous for rival shifts to get an advantage by just bottling the smaller bottles by paying a bonus for the number of bottles produced.
(Andrew Beattie, 2022)
When incentives are properly aligned with company objectives, the results can be outstanding. Profit sharing, performance bonuses, and employee stock ownership are examples of these practises. However, these incentives might backfire if the criterion for judging whether or not an incentive has been met diverges from the original aim.
The application of both economic and financial theory to determine solutions to customer related management problems.
When using both economic and financial theory the term financial economics is then used to determine solutions to customer related problems.
What is Financial Economics?
Financial economics is a discipline of economics that studies how markets use and distribute resources. Future events, whether they are related to particular stocks, portfolios, or the market as a whole, must frequently be factored into financial decisions.
How Financial economics works.
Making financial decisions isn't always a simple procedure. Incentives and disincentives can be created by time, risk (uncertainty), opportunity costs, and information. Financial economics uses economic theory to assess how various factors influence decision-making, giving investors the tools they need to make the best decisions.
The building of sophisticated models to examine the variables affecting a certain choice is common in financial economics. These models frequently presume that individuals or institutions making decisions are rational, which is not always the case. In financial economics, irrational behaviour of parties must be considered as a potential risk factor.
Microeconomics and basic accounting concepts are frequently used in this discipline of economics. It is a quantitative field that employs econometrics and other mathematical techniques. Fair value, risk and returns, and the financing of securities and assets are all studied in financial economics. Interest rates and inflation are among the monetary elements that are considered.  (Liberto, 2021)
Solutions to determine customer related management problems
Discounting
Making long-term decisions takes into account the reality that $1 will be worth less in 10 years than it is now. To account for risk, inflation, and the fact that it is in the future, the $1 at 10 years must be discounted. Failure to properly discount might result in issues such as unfunded pension plans.
Risk management and diversification.
Advertisements for stock market-based financial products must emphasise that the value of investments can both rise and decline.
Financial organisations are constantly seeking ways to insure or hedge this risk. It is sometimes possible to possess two highly risky assets while maintaining a low total risk: if share A performs poorly only when share B performs well (and vice versa), the two shares act as a perfect hedge.
Working out the total risk of a portfolio of risky assets is an important part of finance, because the total risk may be smaller than the risk of the individual components.
Conclusion
In Conclusion in my opinion this report has shown a good understanding of financial and management accounting which corresponds to logistics industries. This has been shown as it is crucial to use financial accounting as it helps Maintaining Business records Prevents and detects fraud and Presents true financial position. Moreover Management accounting is important for any company because without management no company will succeed this is because without management accounting there would be no organisation at all. It has also shown a good insight of the evaluation of the application to the economic theory and finally this report has proven that using both the application of economic and financial theory it can determine solutions to customer related management problems. In conclusion the roles of finance and economics in logistic and all industries are crucial because without these types of theories and methods organisations would not be as successful as they are today if they did not implement these theories.
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‘Supply-chain management (SCM) has become increasingly relevant in theory and practice in light of more-complex supply chains. The SCM performs extensive operational tasks,
including supply-chain controlling. Seuring!"! transfers the three main concepts of German supply chain-controlling literature into the specific demands of SCM:

Supply-chain controlling concept

Criteria Rationality-oriented Coordination-oriented Information-oriented
Ensuring rationality of supply-chain | Assuring and maintaining coordination and flexibilty in supply chain
Specific problem J JORLLY J 3 ey Decision-related information
management management
Implementing of supply-chain-wide information
Direct controlling | Balancing task-related and staff- | System building and coordination of planning and control and Systems]
objective related bottlenecks providing information throughout the supply chain Providing problem-specific information to all
participants in the supply chain
Indirect controliing
e Performance-objective system | Profit (efficiency, short- and long-term profit) Profit and liquidity objectives

The rationality-oriented approach of supply-chain controlling coordinates all participants in the supply chain to improve performance. Common management systems and instruments
for performance measurement are developed, enabling guidance for individual companies and the entire supply chain. The coordination-oriented approach supports the supply-chain
leadership. Organizational objectives include the selection of strategic partners, the distribution of tasks among companies, process management and ensuring the provision of
information to all participants. The information-oriented supply-chain controlling concept emphasizes providing partners with relevant information for decision-making. An efficient
reporting structure must be implemented, including strategic and operative organizations i the system and thelr technical aspects.

Requirements |[edit]

Arequirement for the supply chain is the support of cooperating companies, ensuring future cooperation: companies must focus on common tools and targets. For this, an
understanding of processes within the participating companies s indispensable. Information exchange (including sensitive data) within a supply chain is necessary to ensure ts.
‘control, with coordination among in-house information systems. The requirements for management accounting in supply chains are significantly higher than the provision of key
figures, but this is a fundamental task.
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