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Chapter 1

Managerial Accounting
and the Business Environment

Learning Objectives

LO1. Describe the functions performed by managers.
LO2. Identify the major differences and similarities between financial and managerial accounting.
LO3. Explain the basic concept of enterprise risk management.
LO4. Explain the nature and importance of ethics for accountants.
LO5. Explain the elements of corporate social responsibility.
LO6. Explain how intrinsic  motivation,  extrinsic incentives,  and cognitive biases affect  employee 

behaviour.

Chapter Learning Objectives and the CPA Canada Technical Competencies

LO3, LO5 2.5.1:  Designs an effective risk management program and evaluates 
its impact on shareholder value

LO1, LO2 3.1.1:  Evaluates management information requirements
LO3, LO4, LO5, LO6 3.1.2:  Documents and assesses business processes, systems and data 

requirements and recommends improvements to  meet  information 
needs

Chapter Overview

This chapter serves five  main purposes:

 It explains the nature of managerial accounting in providing internal accounting information to 
support the work of management—planning, directing and motivating, and controlling.

 It describes the nature of organizations and the role of management accountants in an organization. 
 It explains how companies are responding to a changing business environment by improving 

business process with the following the following approach:  
o Enterprise Risk Management 
o Leadership

 It discusses the importance of upholding ethical standards.  
 It outlines the elements of corporate social responsibility.
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Service-Related Examples

Company Type of Business Text Reference

Chartered Professional 
Accounts

Accountant Introduction

Various Services Exhibit 1-1
CIBC Bank Ethics/Discussion Case

Assignment Topic Grid
Chapter 1

P
ro

bl
em

T
op

ic

L
O

1:
 F

un
ct

io
ns

 o
f m

an
ag

er
s

L
O

2:
 F

in
an

ci
al

 v
s.

 m
an

ag
er

ia
l a

cc
ou

nt
in

g

  L
O

3:
 E

nt
er

pr
is

e 
ri

sk
 m

an
ag

em
en

t

  L
O

4:
 N

at
ur

e 
an

d 
im

po
rt

an
ce

 o
f e

th
ic

s 
fo

r 
ac

co
un

ta
nt

s

L
O

5:
 E

le
m

en
ts

 o
f c

or
po

ra
te

 s
oc

ia
l r

es
po

ns
ib

il
it

y

L
O

6:
 I

nt
ri

ns
ic

 m
ot

iv
at

io
n,

 e
xt

ri
ns

ic
 in

ce
nt

iv
es

, 
an

d 
co

gn
it

iv
e 

bi
as

es

Se
rv

ic
e 

in
du

st
ry

W
ri

ti
ng

 c
om

po
ne

nt

C
P

A
 a

da
pt

ed

E1-1 Functions Performed by Managers  
E1-2 Financial and Managerial Accounting  
E1-3 Enterprise Risk Management  
P1-4 Cognitive Biases  
P1-5 Planning and Control Activities   
P1-6 Ethics in Business  
P1-7 Corporate Social Responsibility   
P1-8 Extrinsic Incentives   
P1-9 Value Chain Analysis  
P1-10 Planning and Control  
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Video Links

Comparison of Financial and Managerial Accounting
LO2

“Managerial Accounting 1.1: Managerial vs Financial Accounting” found on YouTube 
(https://www.youtube.com/watch?v=8gmfuhB5-7g&list=PLbXHiqQHS6rSMOe_sLVydylgcr0lCfreE), 
posted by Professor Kurt Heisinger (3:22 min.)

This video summarizes the seven key differences between managerial and financial accounting. 

Discussion Questions
 Why does managerial accounting not need to follow GAAP?
 Explain your answer by emphasizing the major differences between financial and management 

accounting.

https://www.youtube.com/watch?v=8gmfuhB5-7g&list=PLbXHiqQHS6rSMOe_sLVydylgcr0lCfreE

	“Managerial Accounting 1.1: Managerial vs Financial Accounting” found on YouTube (https://www.youtube.com/watch?v=8gmfuhB5-7g&list=PLbXHiqQHS6rSMOe_sLVydylgcr0lCfreE), posted by Professor Kurt Heisinger (3:22 min.)

