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Session 8 Questions
1. How is the concept of incremental analysis used in decision-making?
In managerial accounting, incremental analysis (also called relevant cost approach, marginal analysis, or differential analysis) can be an essential instrument for selecting an appropriate business option among several based on financial knowledge (Corporate Finance Institute, 2021). Fundamentally, incremental analysis involves using both accounting and financial knowledge to predict the result of each of the several business options at hand (Corporate Finance Institute, 2021). More specifically, it can be used to find out how a particular option may influence the company’s profit. Incremental analysis is based on identifying three types of business costs, which are the relevant, sunk, and opportunity costs (Corporate Finance Institute, 2021). While relevant costs refer to the different costs and revenues that are specific to each of the options available and are not inclusive of any shared costs and revenues between these options, the sunk costs refer to any cost incurred in the past and which, therefore, cannot influence the future financial decisions (Corporate Finance Institute, 2021). Opportunity cost, on the other hand, refers to the costs or revenue from foregoing several business options when one of them is picked (Corporate Finance Institute, 2021). Consequently, incremental analysis can be used to make financial decisions when entering a new sector of industry (Corporate Finance Institute, 2021). Additionally, incremental analysis can assist in choosing between producing the whole of a commodity, and producing or purchasing portions of the commodity (Corporate Finance Institute, 2021). Also, incremental analysis can be used when deciding whether to get rid of an ineffective part of the business, such as terminating the manufacture of a specific commodity (Corporate Finance Institute, 2021).  It can also help decide whether to finalize the processing of a particular product or selling it when partly finished (Corporate Finance Institute, 2021).
2. What does it mean when someone says “You get what you measured”?
The saying “you get what you measure” implies that the performance measurements in an organization influence its outcomes. This is because most employees will work to achieve the objectives that have been set by management since they focus on the metrics which are being measured (Lecture 8, n.d.). Therefore, it is important to have good metrics (performance measures) in place (Lecture 8, n.d.). Performance measurements are used to assess the organization (Edwards, 2020). Organizational performance measures include profitability measures, leverage measures, and liquidity measures (Edwards, 2020). While profitability measures help an organization to identify how much profit, if any, is being made, leverage measures are important in understanding if the organizational debt level is unmanageable (Edwards, 2020). On the other hand, liquidity measures help an organization to conclude whether its financial obligations can be paid when due (Edwards, 2020). Profitability measure can be assessed using net income (income after taxes, liquidity measure can be assessed using the current ratio (Current assets ÷ current liabilities), and leverage measure is evaluated using the debt-to-equity ratio of the organization (Edwards, 2020). As such, organizational performance measurement is multidimensional, hence the need for managers to use several performance measures (Edwards, 2020). Nonetheless, an organization should select the appropriate performance metrics based on the most relevant organizational objectives (Lecture 8, n.d.). Furthermore, the performance metrics used in performance measurement should not be excessive in number because it may require additional operational expenses or more business functions which make coordination more complex, thereby impairing organizational performance (Lecture 8, n.d.). As such, managerial accounting should focus on creating the appropriate performance report systems for the organization.
3. What are the impacts of information technology?
The unprecedented advancements in information technology in recent years have opened up various barriers and gateways from a managerial accounting perspective. For starters, technological applications have enhanced the organizational value chain relating to their customers and suppliers (Lecture 8, n.d.). For instance, Supply Chain Management systems (SCM) have enabled organizations to increase the efficacy of their supply activities to increase customer value and effectively compete in their particular industry (Fernando, 2020). This is done by coordinating the various components of the supply chains, including the planning, production, delivery, and return system for undesirable goods (Fernando, 2021). Similarly, the Customer Relationship Management Systems (CRM) has enhanced customer involvement by improving connections with the customers, thereby promoting customer satisfaction and profitability (Sales Force, 2021). CRM software not only assembles and arranges customer information; it also provides the customer with relevant updated information about the organization (Sales Force, 2021). ). Also, these applications assist in automating the process of filling orders, managing the manufacture of products, and enhancing customer care (Lecture 8, n.d.). Additionally, technological tools have promoted the exchange of knowledge within organizations especially due to better-integrated databases, graphical systems, and enterprise-wide systems (Lecture 8, n.d.). As such, the ability to communicate in real-time has helped in the creation of a unified business by enhancing coordination within the organization (Hassoun, 2017). Therefore, technological tools have promoted managerial accountants by enhancing the process of acquiring and managing the knowledge relevant to financial decision-making in sustaining the organization’s profitability (Lecture 8, n.d.).
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