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What is accounting?
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Business need to know

Business need to know

• How much money it has
• How many products sold
• How it cost to purchase or produce
• How much is the debt
• How much is the income of the company 
• Is the company growing economically
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Business need

What type of information?

• Financial information
• Is about money
• Quantitative in nature
• It is much of practical not theoretical

You learn accounting best by doing (practicing) 
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What is accounting?

Accounting is:

• Language of a Business
• Understand what is happening financially
• Means for communicating the numbers. 
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What is accounting?

Accounting activities

• Identifies, 

• Records,  

• Communicates the economic events. 
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Graphically 
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End Products 

What are the main End Products of Accounting
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Accounting Users

• Internal 

• External Users

Users
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Accounting Users 

1. Internal users

Managers who plan, organize, and run the business

Marketing managers, 

Production supervisors, 

Finance directors, and 

Company officers.
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Accounting Users 
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Accounting Users 

This type of Accounting which provides internal reports to help
users make decisions about their companies is called:

Managerial Accounting
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Accounting Users 

2. External users

Are individuals and organizations outside a company who want 
financial information about the company.
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Accounting Users 

Examples of external users

• Creditors

• Investors

• Tax authorities 

• Customers

• Labor unions

• etc.
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Accounting Users 

Questions Asked 

by External users
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Accounting Users 

This type of accounting which provides economic and financial 
information for investors, creditors, and other external users is 
know as,

Financial Accounting.
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Why AccountingWhy Accounting
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Accounting Users 

1. Stable Industry

• Businesses always need Accounting

2. To be Financially literate 

• Knowing the language of Business

3. Enable you to know:

• Where to invest 

• How to invest

4. It is the first step to start a business
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Time to exercise

Say True/False

1. The three steps in the accounting process are identification, recording,  
and communication.

Answer: 

True
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Time to exercise

2. Bookkeeping encompasses all steps in the accounting process.

Answer: 

False, Bookkeeping involves only the recording step. 
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Time to exercise

3. Accountants prepare, but do not interpret, financial  reports.

Answer:

False, Accountants analyze and interpret information in reports as part of the 
communication step.
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Time to exercise

4. The two most common types of external users are investors and company 
officers.

Answer: 

False, The two most common types of external users are investors and 
creditors.
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Time to exercise

5. Managerial accounting activities focus on reports for internal users.

Answer: 

True,
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Recap

Lets Recap….

• Accounting Activities

• Accounting Users

• Types of Accounting 

• Uses of Accounting
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Accounting Equation 

Stuffs the business = stuffs the business 

owns owes.

Basic Accounting Equation
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Assets
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Assets  =

Liability

Equity 

+
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Asset = Liability + Equity 

Asset

Liability

Equity 
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