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Abstract 
The paper examines that how management accounting is integrated in other 
management roles which include marketing management, supply chain 
management and strategic human resource management. The objective of the 
paper sets out to analyse the reciprocal relationship between accounting and 
the other three management functions. It will discuss how management ac-
counting is intertwined with other elements of business, and how each com-
plements the other. 
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1. Introduction 

Though forms of managerial accounting practices can be traced back decades, 
centuries even, management accounting used is regarded as a financial tool, ad-
vantageous for the financial managers. However, over the past three decades 
views on management accounting have changed. As Kaplan (1994) states man-
agement accounting theory has experienced a revolution in both theory and 
practice with the development of new innovations [1]. Through advances in in-
formation technology, more competitive markets and different organizational 
structures the environment for management accounting has changed (Burns & 
Scapens, 2000) [2]. With the emergence of new techniques such as activity-based 
cost (ABC) management and performance measurement through the balanced 
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scorecard, management accounting has moved away from its former function as 
just a financial management tool. 

In modern organizations, management accounting practices can be found 
throughout the organization, useful to managers from all different sectors. It al-
lows for better informed decisions during the conception of a new product and 
lends itself for better understanding of the production process, both from a 
costing perspective, as well as a pricing one, to name a few. During the last dec-
ades a complementary relationship has been revealed between management ac-
counting and other management accounting functions, often referred in re-
search as the use of Edgeworth’s theorem of complements (Laursen & Foss, 
2003) [3]. This essay attempts to answer the question how management ac-
counting is implicated in other management functions. It sets out to examine the 
reciprocal nature between management accounting and other management 
functions, through the examination of several management functions; namely 
supply-chain, marketing and human resource management. It will set out how 
management accounting is intertwined with other elements of business, and 
how each complements the other. 

2. Supply-Chain Management 

Supply-chain management can be visualised as a loop, starting and ending at the 
customer (Gattorna and Walters, 1996: 12) [4]. It integrates supply and demand 
management both within and across companies (Council of Supply Chain Man-
agement Professionals, 2014) [5], in order to look at the business as one con-
tinuous process (Gattorna and Walters, 1996: 12) [4]. According to Seal et al. 
(1999) [6], especially companies incurring manufacturing costs consisting 
mainly out of material costs should be concerned with the management of sup-
ply chain cost as an element of overall cost management, in order to manage 
through control by information rather than control by doing (Gattorna and 
Walters, 1996: 15) [4]. Rapid developments in information technology paired 
with increasing physical cost of doing business have been the main drivers be-
hind supply-chain management (Gattorna and Walters, 1996: 105) [4]. And it is 
this information flow that requires interactions between the management ac-
countant and managers all through the supply-chain. Under the conditions of 
supply-chain management, the organizational issues are important; the applica-
tion is much more effective when companies are integrated within a supply 
chain (Gattorna and Walters, 1996: 107) [4]. Therefore management accounting 
strategic objectives for supply chain extend to suppliers, customers, and any 
other relationships within the chain, there are cost savings available from im-
proved vehicle utilization (Gattorna and Walters, 1996: 107) [4]. In order to gain 
a corporate competitive advantage, managers must improve their original or-
ganizational structure from resource allocation, management-level settings, and 
decision-making design to a relationship design of the supply-chain connecting 
upper node companies and lower node companies. For example, Ellram (1991) 
notes that when analyzing leveraged products, strategic products and other key 
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products of the supply? Chain, management accounting is widely used [7]. 
Besides aligned objectives, supply-chain management has affected the tactical 

perspective of MA. That perspective focuses on the means by which the strategic 
objectives may be realized (Gattorna and Walters, 1996: 109) [4]. According to 
Shields (1998), the former goals of management accounting were to strengthen 
internal management, as well as maximize enterprise value and net cash flow 
through product costing, responsibility accounting, and budgeting [8]. However, 
these targets are often short-term, costly, quickly out-dated and ignore market 
risks. A highly competitive market has shaped current goals and tools. Sup-
ply-chain related management accounting extends its goal to seek value of the 
whole chain. Through management of the whole supply-chain internal suppliers, 
manufacturers, distributors and customers are involved. No single member at-
tempts to maximize its profits at the cost of the group. Through an information 
loop within the supply-chain, the management accountant is able to perform 
supply-chain analysis, value chain analysis and programming chain analysis, 
helping managers to control product cost. 

Besides these changes in the strategy and the tactical perspectives that are ob-
served in management accounting when combining it with supply-chain man-
agement, the operational perspectives which concerned with the efficient opera-
tion of the supply chain is taking into consideration. Taking different industries 
features and marketing changes into account, managers add Supply-Chain Cus-
tomer Analysis, and value chain analysis into management accounting when make 
decisions and design management strategy. Compared with the former measure-
ment of management accounting, the new measurement are more specific and 
particular For example, when evaluating customers’ satisfaction, several data such 
as frequency of delivery, order cycle time, reliability of delivery, flexibility in re-
plenishment, order fulfillment accuracy and accuracy of documentation are used 
(Gattorna and Walters, 1996: 47) [4]. And improving the value chain, which aims 
to synchronize the service requirements of the customer with the flow of materials 
from suppliers such the apparent contradictory situation of conflicting goals of 
high customer service, low inventory investment and low operating costs may be 
balanced (or optimized) (Gattorna and Walters, 1996: 107-108) [4]. 

Supply-chain management has affected the use of management accounting tools 
in several areas, especially the objectives, target and measurement methods of the 
management accountant. Supply-chain management has become a new field 
within management accounting and control in order to fulfil the need for more 
comprehensive data analyses throughout the supply chain. In essence Sup-
ply-Chain management has brought the management accountant together with all 
different management functions along the production process to optimize it as a 
whole. 

3. Marketing Management 

Over the last years work within marketing and accounting have started overlap. 
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Focused on the market, strategic management accounting integrates insights 
from marketing within a strategic management framework. Management ac-
counting and marketing are mutually interactive during the whole process of the 
marketing management procedure step by step. 

In order to tap market opportunities, companies should perform micro-environment 
and macro-environment research to establish the necessary data-based target 
marketing. This includes identifying specified customer profile of their needs, 
preference, democracies and reactions to various products and defining market 
anticipated response or sales. As such, the evaluation of market opportunities, 
which might be appropriate and profitable for the enterprise; whether full, use of 
existing resources of the enterprise takes advantage of its profitability; or 
bench-marking to see whether a company outperforms its competitors. As 
Roslender and Wilson (2012) mention that there is growing misconnection be-
tween market value and financial information and it leads to poor performance 
of firms [9]. Management accountants are required to supply data and analyses 
to assist marketing and management personnel to select the most suitable strat-
egy for the enterprises marketing opportunities. 

During the marketing management process, next step is to select target mar-
kets. Associated with this, the management accountant and marketing manager 
should concern about value-added and the cost of invested resources. A question 
as “Which marketing activities are valued by customers?” is raised to make deci-
sions. Furthermore they further analyse to measure the market size and structure 
of the industry, and predict future market prospects. 

Thirdly, the financial aspect of management accounting should be integrated 
into marketing strategies, specifically when looking at product pricing, packag-
ing, service channels, advertising volume, which are based on the current and 
future value of the net cash flow. 

During the product design phase, life-cycle costing method is required to cal-
culate the total cost of ownership over the life span of the industrial product. It 
can especially apply to the marketing of industrial products, which sell for high 
price, but still provide long-run cost savings (Brown, 1979) [10]. After that, with 
the accounting data accumulated (the first step mentioned above), accountants 
utilize the information to build up activity-based costing (ABC) and target cost-
ing (TC) system. Including more than fifty per cent of total costs, marketing 
costs play a vital role in strategic cost management. On one hand, (Hennessey, 
1994) suggests an outline for ABC: establish activities, assign all costs to activi-
ties, identify cost drivers and assign activity costs to products [11]. 

Cost additions and targeted profit will be captured through ABC technique, 
which helps marketing department’s response to target costing in a short time. 
TC, on the other hand, is a management process that drives products to the most 
attractive targeted market. When TC is used, the entire value-chain should be 
considered. Depending on the relevant circumstances the management ac-
countant and marketing manager derives the appropriate pricing methods to 
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develop the most reasonable price. No organization or industry has the ability to 
price its products below their production costs indefinitely. 

Finally, management accounting also plays a vital role in the implementation of 
marketing activities and management control over the firm. In this step, the man-
agement accountant should be involved in the feedback of marketing plans and 
marketing budgets, after the completion for the comprehensive enterprise budget. 
In the process of making a marketing performance assessment (MPA), manage-
ment accounting can be calculated into income and expenses to help the market-
ing department to understand the extent of its feedback to achieve the set objects 
(Morgan, Clark and Gooner, 2002) [12]. It is necessary for accountants to tell the 
difference between current situations and future expectations and to analyse its 
cause and effect in order to help marketers to take the necessary measures. 

4. Strategic Human Resource Management 

Over the past decades Human Resource Management has undergone a change, 
simultaneous and similar to Management Accounting. Management accounting 
has moved transitionally from cost accounting towards management accounting, 
and subsequently to strategic management accounting (Jones, Atkinson and Lo-
renz, 2012: 303) [13], while HRM moved from Personnel Management to Strate-
gic Human Resource Management. Human resources management is defined as 
the set of activities closely related to the management of employee coordination 
in an enterprise (Boxall and Purcell, 2003: 1), the management of labour and 
personnel (Boxall et al., 2007: 7) [14] and the combination of those to provide 
growth of the organization (Wilkinson, 2010 cited by Boxall and Purcell, 2010: 
29) [15]. On the other hand, Armstrong (2011: 48) defines strategic human re-
sources management as “an approach to managing people that deals with how 
the organization’s goals will be achieved through its human resources by means 
of integrated human resources strategies, policies and practices” [16]. Having in 
mind these views it is interesting to see that management accountants are de-
scribed as consultants within an organisation, providing crucial information 
during the formulation of human resource strategies and significant in the im-
plementation of said decisions and strategies of the HM managers (Vedd, 2005) 
[17]. In the following paragraphs we will attempt to show the connection be-
tween SHRM and SMA by examining several of SHRM strategies defined by 
Armstrong (2011) more closely [16]. 

Human Capital Management Strategy is defined by Manocha (2005:28 re-
ferred by Armstrong, 2011: 175) as a process that helps enterprises find the way 
in which employees contribute to, and lead, company’s performance [16]. Tech-
niques such as balance scorecards developed by management accountants to 
measure overall performance (Kaplan, 1994) are redefined into i.e. HR score-
cards [1], balance scorecards and causal links between human capital and busi-
ness performance to identify and deploy the most efficient strategy (Armstrong, 
2011: 175) [16]. However connecting HCM with overall performance is just a 
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first connection between management accounting and HRM. 
Engagement strategy concerns itself with the personal commitment an em-

ployee exhibits to the company’s mission and value, ensuring employee motiva-
tion as well as social welfare in the company, while reward strategy focuses on 
the recognition and recompenses of employees. If an organisation is able to effi-
ciently engage its employees, “fairly” rewarding employees through the use of 
appropriate performance targets, it will improve the working environment and 
worker’s moral (Armstrong, 2011: 201) [16], which in turn will contribute to 
customer satisfaction and overall performance (Kouhy, et al., 2009) [18]. In or-
der to set appropriate performance targets, which are achievable for the em-
ployee with reasonable exertion, the HR Manager will have to cooperate with the 
management accountant. It is important to set goals sufficiently within the grasp 
of an employee, while simultaneously challenging the employee to develop fur-
ther. At the same time it is important provide employees with recognition for 
their achievements, rewarding for their performance, encouraging them to con-
tinue to perform well. Studies have linked employees’ well-being, job satisfaction 
and motivation to customer satisfaction as well as overall performance (Kouhy, 
et al., 2009) [18]. 

To empower employees to take responsibility for their work and pride in their 
work, employers should not just engage and reward employees; they should 
nurture talent within their human capital. A learning and development strategy 
focuses on actions such as employee learning, continual training and develop-
ment to enhance the ability level of employees, affecting company’s performance 
positively (Armstrong, 2011: 249-253) [16]. In a meanwhile a resourcing strategy 
combines talent management and flexibility, to enhance employees’ ability, 
thinking and actions, while always keeping actual business performance in mind. 
During the preparation of company budgets, management accountants need to 
provide for elements such as training and education to ensure company per-
formance on a longer term. Although the costs of employee training might not 
be directly linked to an end product, it can be linked to employee satisfaction, 
and thus as stated earlier to customer satisfaction and overall firm performance. 

In the end it comes down to employee relations. One can use management 
accounting techniques to set performance targets and reward structures to help 
Human Resource Managers to create a pleasant work environment, satisfied, 
engaged, challenged and motivated workers. In return this human capital will 
lead to innovation, customer satisfaction and overall performance. Though they 
are different forms of management, all are needed in the current economy that 
focuses highly on strategic decision making. 

5. Conclusions 

This paper sets out to provide evidence about the reciprocal relationship be-
tween management accounting and other management functions, specifically 
examine and provide evidence of the interactions of management accounting 
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with supply chain management, marketing management and strategic human 
resources management. All the findings point towards the same direction. Man-
agement accounting contributes and cooperates with all three functions in order 
to make sure a company’s objectives are achieved. First of all, management ac-
counting helps supply chain management in means of objectives, target and 
measurement methods to provide information about the strategies than need to 
be undertaken or that will be undertaken. Management accounting helps im-
prove the strategic marketing planning and control by providing data about the 
markets, supply and demand figures, proper activity based pricing, the firm’s 
position in relation to their rivals and market planning. Last but not least, as far 
as strategic human resources management is concerned, management account-
ing provides the means to improve employee relations and coordination. 

Together they make sure that they are aware of the firm’s objectives and 
strategies, by working towards achieving such goals. In other words, the intro-
duction of balanced scorecards, and proper rewards for high achieving employ-
ees and feedback of employee contribution development are included in the 
management accounting process to make sure that labour is working properly in 
line with the firm’s goals. The results of this essay exemplify the change in man-
agement accounting as referenced by Burns & Scapens (1999) [2]. No one can 
forecast the future, what changes it might hold in store; only these changes, like 
past changes, will occur due to the progressive nature of its environment. 
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