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Financial vs. Managerial Accounting
	There are various similarities and disparities between managerial accounting and financial accounting. Managerial accounting which is typically referred to as cost accounting or management accounting is employed in the provision of information to managers as well as other users within an organization to enable them make informed decisions (Graybeal et al., 2018). The major objective of managerial accounting is to ensure that managers are provided with useful information that would help them to plan, control, and evaluate roles. On the contrary, financial accounting is based on a set of rules that are formulated by an independent board referred to as the Financial Accounting Standards Board (FASB). The board comprises of accounting professionals who are usually involved in the determination and publication of financial accounting and reporting standards in the U.S.  The publicly traded companies are further governed by the generally accepted accounting principles (GAAP), US Securities Exchange Commission (SEC), standards, common set of rules, and procedures that they must apply during the composition of their financial statements (Needles et al., 2013). In the same light, financial accounting serves a significant role of providing information that helps creditors, stockholders as well as other stakeholders in making informed decisions. Such information may be applied in the evaluation and decision-making process for individual companies or in comparing several companies. The implication is that financial accounting provides information that is primarily historical hence may never be sufficient and is usually not synthesized in good time to be overly useful to the management.
	On the other hand, management accounting provides more detailed information and exhibits a specific focus. It is not governed by GAAP hence allowing an unending flexibility regarding the types of reports and information collected. Managerial accountants are regularly involved in the calculation and management of “what-if” scenarios in a bid to assist managers in making decisions and plans concerning future business needs (Richardson, 2002). This implies that the major focus of managerial accounting is in the future, whereas financial accounting mainly focuses on reporting what has already occurred. Additionally, financial accounting uses financial data only, while managerial accounting relies on nonfinancial data. The communication of information in both managerial and financial accounting is done through reporting. In essence, both financial and managerial accounting are applicable to all types of businesses, but exhibit considerable disparities in their reporting functions. The reports generated in financial accounting are mainly used by external users including regulators, stockholders, and creditors, while managerial accounting reports are used by internal users like managers and other employees. The types of reports generated in financial accounting entail financial statements such as balance sheets, cash flow statements, and income statements among others. The reports produced in management accounting comprise of internal reports such as production cost, job cost sheet, and cost of goods manufactured report (Graybeal et al., 2018). The frequency of generating reports in financial accounting may be annually or quarterly, while managerial accounting reports are provided as frequently as required. Moreover, financial accounting reports serve different purposes including helping external users in making investment decisions, credit decisions, and other decisions. The purposes served by managerial accounting reports encompass assisting the internal users in the planning as well as control decision-making processes. 
	In relation to the focus of reports, financial accounting reports focus on the entire company, use GAAP structure, and are composed from combination of a range of individual data. On a similar vein, management accounting reports focus on various departments and business sections found within the company (Williams et al., 2005). Such reports adopt a detailed reporting style and are not constrained by GAAP. Regarding the nature of reports, financial accounting produces monetary reports, while managerial accounting generates monetary as well as nonmonetary reports. Moreover, the reports generated are subjected to a verification process whereby they are audited by CPA, however, in management accounting, the reports are not subjected to any independent audits. The overall function of financial statement reporting is based on the provision of information regarding the outcomes of operations, cash flows, and financial position of an organization. Such data is applied by a wide range of users when making economic decisions. The purpose of reports formulated by management accountants is regarded as specific to internal users. Such accountants avail significant information that is useful to organizations in improving performance and increasing their profitability. Managerial accounting and reporting is centered on the business components of an organization hence allowing the company get into the details as well as conduct an analysis of the smallest business segments. An apt acknowledgement of managerial accounting aids in assisting businesses to determine and understand product costs, budget for expenses and future growth, and analyze break-even points (Graybeal et al., 2018). For instance, a budget (variance) analysis as shown below could be used in helping managers to improve operational as well as financial performance.
		BUDGET ANALYSIS

	
	Actual
	Budgeted
	Variance

	Sales
	$ 700,000
	$ 680,000
	$ 20,000

	Cost of Goods Sold
	(620,000)
	(590,000)
	(30,000)

	Gross Margin
	80,000
	90,000
	(10,000)

	Selling & administrative expenses
	(25,000)
	(30,000)
	5,000

	Net Income
	55,000
	60,000
	(5,000)


Such an analysis would play a significant role in helping the management in evaluating its effectiveness in executing plans and meeting company objectives. 
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