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Overview of SMA

Strategic
Management
Accounting

( SM A) :
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Overview of SMA
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Overview of SMA

MA « FA
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Overview of SMA

Users?

Report Time Scheme?
Accuracy?

GAAP?

Requirement?
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Overview of SMA

MA . SMA
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Overview of SMA

* Evolving from cost accounting to be MA
since 1940s.

» Transforming from cost controlling to value
adding from 1950 to 1995.

By Teerachai A., PhD, CPA 9



Overview of SMA

Stage

Ongoing
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: : 5 Focus
Cost Information Reduction of Creation of Value
Determination for Waste of through Effective
and Financial Management Resources in  Resource Use
Control Planning and Business
Control Processes

Source: International Federation of Accountants (1998)
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Overview of SMA

SMA is first mentioned by Simon et
al. (1954)
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Overview of SMA :&m

Historical Prospective

Single period Multiple period

Single decision Sequences, patterns
Manufacturing focus Competitive focus
Reactive Proactive

Overlooks linkage Embraces linkages
Data orientation Information orientation

Source: Wilson and Chua (1993)
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Strategic management accounting
Definition & Framework
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SMA Definition & Framework

* First defined by Simmonds (1981)

—Provision and analysis of management
accounting data

* Bromwich (1990):

—Provision and analysis of financial
information

By Teerachai A., PhD, CPA 14



SMA Definition & Framework

« Ward (1992):
—Integrated management approach

* Hoque (2002):

— The process of identifying, gathering,
choosing, and analyzing accounting
data

By Teerachai A., PhD, CPA 15



SMA Definition & Framework B
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CORPORATE
STRATEGY

(Defining the future)
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ACCOUNTING
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market ilitating
COMPETITIVE manufaciuring MANUFACTURING
STRATEGY STRATEGY
(Strategic positioning (Creating value in
in the market) the factory)
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SMA & Corporate Strategy

ACCOUNTING

« From contingency theory (Woodward, 1958)=>SMA
shows the concept of higher flexibility supporting to
strategic management in the uncertainty of currently
competitive environment.

 |dentification, measurement, and management of key
financial and non-financial drivers of strategic success
and shareholder value.

« Emphasis in the integrative performance
measurement.

By Teerachai A., PhD, CPA 17



SMA & Competitive Strategy =

« SMA should interface with marketing management
(Wilson, 1995).

+ “Release management accounting from the factory floor
to allow it to also aid directly in meeting market
challenges” (Bromwich, 1990).
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SMA & Competitive Strategy = |

Management Accounting
o=
Marketing Concept

Sustainable Competitive Advantage

Roslender & Hart (2002)
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SMA & Competitive Strategy

ACCOUNTING

(Creating vabs in
the factory)

Which part of the marketing
management that SMA
involves in?

Strategic Market
Positioning
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MARKETING
MANAGEMENT

STRATEGIC
MANAGEMENT
ACCOUNTING

MANAGEMENT
ACCOUNTING

( )

STRATEGIC SUSTAINABLE
MARKET COMPETITIVE
POSITIONING ADVANTAGE
g

Wickramasinghe and Alawattage (2007)
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SMA & Competitive Strategy

sssssssss

« Competitor position analysis
» Target costing

* Life-cycle costing

* Product attribute analysis

* Buyer value chain analysis

By Teerachai A., PhD, CPA 22



SMA & Manufacturing Strategy

sssssssss

« Emphasis in critical success factors ih
manufacturing: quality, cost, speed of
delivery, dependability, and flexibility.

» “Relevance Lost” (Johnson & Kaplan,
1987)

By Teerachai A., PhD, CPA 23



SMA & Manufacturing Strategy

SMA

{o serve

« Enterprise resource planning (ERP)
 Activity-based management (ABM)

« Computer-aided manufacturing (CAM)
 Just-in-time (JIT)

« Value-chain analysis

« Quality costing

« Continuous improvement

By Teerachai A., PhD, CPA 24



Strategic Management Accounting
Technigues
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SMA-Techniques

 Guilding et al (2000) explores that SMA
techniques have to meet two conditions

|.  Long-term future-oriented time frame

Il. Externally focused perspective

By Teerachai A., PhD, CPA 26



SMA-Techniques

* Five board categories of SMA techniques

1. Costing

2. Planning, control, and performance
measurement

3. Decision-making
. Competitor accounting
5. Customer accounting

AN

Cadez and Guilding (2008) By Teerachai A., PhD, CPA 27



SMA-Techniques

THAMMASAT
BUSINESS SCHOOL

SMA techniques categories SMA techniques
Costing 1. Attribute costing

2 Life-cycle costing

3. Quality costing

4 Target costing

5. Value-chain costing

Planning, control, and 6. Benchmarking
performance measurement

7.Integrated performance measurement
Strategic decision-making 8. Strategic costing (strategic cost management)

9. Strategic pricing

10. Brand valuation
Competitor accounting 11. Competitor cost assessment

12. Competitive position monitoring

13. Competitor performance appraisal
Customer accounting 14 Customer profitability analysis

15. Lifetime customer profitability analysis

16. Valuation of customers as assets

By Teerachai A., PhD, CPA

SMA approach

Competitive
Operations
Competitive
Operations
Operations
Competitive
Operations
Corporate
Competitive
Operations
Corporate
Competitive
Competitive
Competitive
Competitive
Competitive
Competitive
Competitive
Competitive
Competitive
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Overview of CG: Origination

. CG inadusnanmananaysslazinusan (Conflict of
Interest) ﬂaamscé‘hzﬁmm?ugihwﬂﬂ?ﬁ'n (Wells, 2010)

. q?'lluililﬂ’hﬁ’nﬁ%ﬂ’)%&tﬂﬂﬂ%ﬁ%té&l&l’)éfﬂlﬁiﬂ?&&lﬁm
ﬁm?ﬁyfi: 16 @z 17 1% the East India Company the
Hudson’s Bay Company ilas the Levant Company
(Cheffins, 2012)
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Overview of CG: Origination

o Tuzia919813%% Adam A. Smith (1776) fil@aan ‘an
inquiry into the nature and causes of the wealth of

nations” Gdansnaca CG L Iasaq

« @ax Jensen and Meckling (1976) Zﬁﬂ?&%lﬂﬁﬂ?’)&lfﬁ?%
11814{) 3N (Agency Theory) uazalanavas Agency
Costs of Outside Equity (Denis & McConnell, 2003).
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Overview of CG: Origination

- vidd World War Il (Bad 1945) n3auusIfmagInuns
AILANAUALANEDINLDLI nvsﬁﬁﬁygzzaZﬁ?ﬁﬁazzsnﬁ
AAAINILMIAURWNITNWEIND stvzzfluglﬂﬁﬁmi
iulenmogsiogs AUSwnugdanswagsnnlums
LR ONAMATINATILSEN W YaAmENTINATUSENAS
NIEVLIAWHHLIT (Seligman, 1987)
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Overview of CG: Origination

* FBX1A1I1 “Corporate Governance” U311 assusnlu
913817 the Federal Register 229 the federal government
Tuil 1976 Tﬂﬂi&g'ﬁ’)ﬁﬁ')ﬂﬂ’)% the federal Securities and
Exchange Commission (S.E.C) ARG
Lﬁ'mmw%'uﬁﬁﬂmﬁy?Wﬁ (Ocasio & Joseph, 2005)

. Tuil 1980 ;m?ﬂ&nf?n Metzenbaum L&WALNEN Congress
lss4389 the Protection of Shareholders’ Rights Act of
1980
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Overview of CG: Origination

. Tuil 1980 ?@ﬂ&l’r’?ﬂ Metzenbaum L&WALNEN Congress
7%5"90 the Protection of Shareholders’ Rights Act of
1980 ﬁﬁ’nfi%ﬂ?ﬁ AC uaz Nomination committees MaJ
134 independent directors wiin uacisnne
shareholders lsn131dan candidates 2aJ the board of
directors (Metzenbaum, 1981).
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Overview of CG: Origination

. a1 CG ladiuwsnangagrsannain theory of the fim
(Jensen & Meckling, 1976) Llas agency problems (Fama,
1980)

1 = A o =
. 279 1970s uaz 1980s M3An¥ NIy CG sl U.S.
. R = a
corporations YitwenN 1A 1990s NIIANBIDSLINYENE
aanlUnyssinadn < 1Hasn19INanN1IeAnNIg
IAsEgNIZay U.S. 91nMsuiyuzasniy German uas

Japanese corporations (Cheffins, 2012).
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Overview of CG: Origination [

. A A v o
+ CG lu Asia (Gandamneaaimadaanenilszanad
1997 virlueiasdinnsusulssmung sseniarnilasy
5@2?%31’?%%921 (Minority Shareholders)
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Overview of CG: Concept

. UIAAYBY CG SN 1Vad Adam Smith Tl 1776
197
‘When ownership and control of corporations are not fully

coincident; there is potential for conflicts of interest

between principals and controllers”

(Denis & McConnell, 2003)

By Teerachai A., PhD, CPA 37



Overview of CG: Concept

Y I A v
e Jensen and Meckling (1976) Imanaiinenisazlasy
¢ { o I [
Usel amionniSas Agency Cost AN IULIULINTEHA TN
Lﬁ?ﬂﬂdﬁﬂﬂ’)?ﬂ?ﬂ@ﬂd

e ‘When ownership and control of corporations are not
fully coincident; there is potential for conflicts of interest

between principals and controllers”

(Denis & McConnell, 2003)
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Overview of CG: Definitions

« CG definitions % AVLKNNDS 12

e Blair (1995) => a set of institutional arrangements for
governing the relationships among all of the stakeholders

that contribute firm specific assets.

By Teerachai A., PhD, CPA 39



Overview of CG: Definitions

» Shleifer and Vishny (1997) => a system in which
suppliers of finance to corporations assure themselves of

getting a return on their investment

e Gillan and Starks (1998) => system of laws, rules, and

factors that control operations at a company.

By Teerachai A., PhD, CPA 40



Overview of CG: Definitions

 Denis and McConnell (2003) => a set of institutional and
market-based mechanisms which raises self-interested
controls of a company to optimize company value to its

owners or capital suppliers.

By Teerachai A., PhD, CPA 41



Overview of CG: Definitions

 Mardjono (2005) Zﬁﬂgﬂ'j’l

the core principles of corporate governance generally
include accountability, integrity, efficiency, and

transparency.

(G. Walker & Fox, 2002; G. H. Grant, 2003; Spira, 2001;
Rezaee, Olibe, & Minmier, 2003).

By Teerachai A., PhD, CPA 42



Overview of CG: Definitions

 Maher and Andersson (1999) 91n the organization for
Economic Co-operation and Development (OECD) laom
szinnvay CG 1l 2 models

— the shareholder model

— the stakeholder model.

By Teerachai A., PhD, CPA 43



Overview of CG: Definitions

1.  The shareholder model (in the narrow view): CG =>
the formal system of accountability of senior

management to shareholders

2. The stakeholder model (in the wider view): CG => the

network of formal and informal relations between

stakeholders and an organization

(Maher & Andersson, 1999).

By Teerachai A., PhD, CPA 44
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Strategic Management Accounting



Effect of CG on SMA

e Enterprise governance consists of two
piIIarS (IFAC, 2004).
e Conformance (Corporate Governance)
e Performance (Business Governance)

By Teerachai A., PhD, CPA 46



Effect of CG on SMA

« “the set of responsibilities and practices
exercised by the board and executive
management with the goal of providing
strategic direction, ensuring that objectives
are achieved, ascertaining that risks are
managed appropriately, and verifying that the
organisation’s resources are used
responsibly”

(Lees & Technical Information Service, 2007).

By Teerachai A., PhD, CPA 47



Effect of CG on SMA

ENTERPRISE GOVERNANCE

Corporate Governance Business Governance
i..e. Conformance i.e. Performance

Accountability Value Creation
Assurance Resource Utilisation

Source: International Federation of Accountants (2004)
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Effect of CG on SMA

ENTERPRISE GOVERNANCE

Conformance Performance
Processes Processes

Chairman/CEQ
+  MNon Executive Directors
-__Audit Committee
+ Remuneration Committee
- Risk Management

« Internal Audit

Strategic Planning
and Alignment
Strategic Decision Making

- Strategic Risk Management
Scorecards

Strategic Enterprise Systems
Continuous Improvement

Accountability Value Creation
Assurance Resource Utilisation
By Teerachai A., PhD, CPA 49
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Effect of CG on SMA ;H

Arunruangsirilert & Chonglerttham (2017) Wu31 dAWgAnssan3ly

SMA 3 u?lluﬂll ‘ﬁé\?Lﬁ%ﬂﬂﬂ?ﬁﬂﬂ@7ﬂ@m5ﬂﬂmgﬂﬂ\7ﬂ?ﬁ’&lﬂ')?ﬂ%ﬁﬂ

(Board characteristics) ﬁ?ﬁy

1. @mﬁnywwmnswmsﬁﬁwaﬁiamsﬁafméwﬂmﬁnﬁgﬁ’u?wvs@ana
gm§ (Participation of Strategic Management Accountants: SMAP) lias

mslanaiia Usage of Strategic Management Accounting (SMAU) Tus
NANIILALIINT

2. @mﬁnywwmnswmsﬁﬁwarfiamﬂﬁwﬁwﬂm SMAP JtuenNNuanans
anavyad SMAU

3. @mﬁnywwmnﬁwmsﬁﬁmﬁia SMAU 1Weag LA
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Effect of CG on SMA :u"s.;,l

.:I - o =1
siluniil|  gauandasaasnsinuguananis | SMAP | SMAU
F1UNTIUNTAATE

ATTLaneILwudIs=wIe Charman waz CEQ

U IUN IR EATTHATTUTHEHN

Chairman miiunssunisaas:
Fruunasnsilszau AC

oo |aa»»

drdiunasnssunisadas:

A aau¥ugs=wI Charman waz CED

3 arsvu luuSs#nnas Charman waz CEQ

e » aann»

FIUIUBaIn Tl N AMENTIHNITUTEN

(Arunruangsirilert & Chonglerttham, 2017)
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Professional Ethics
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Code of Ethics for Professional Accountants

 Integrity
— Straightforward, honest, fair dealing, and truthfulness in
professional and business relationships.

« QObjectivity
— Not to compromise their professional or business judgment
because of bias, conflict of interest or the undue influence of
others.
— Should avoid in situations that may impair objectivity.

By Teerachai A., PhD, CPA 53



Code of Ethics for Professional Accountants

» Professional Competence and Due Care

— To maintain professional knowledge and skill at the level
required to ensure that clients or employers receive competent
professional service.

By Teerachai A., PhD, CPA 54



Code of Ethics for Professional Accountants

« Confidentiality
— Refrain from disclosing without proper and specific authority or
unless there is a legal or professional right or duty to disclose;
and

— Refrain from using confidential information to their personal
advantage or the advantage of third parties

By Teerachai A., PhD, CPA 55



Code of Ethics for Professional Accountants

 Professional Behavior

— Comply with relevant laws and regulations and avoid any action
that may bring discredit to the profession.

By Teerachai A., PhD, CPA 56
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