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Accounting:  The Language of  

Business

Section 1:  What Is Accounting?

Chapter

1

Section Objectives

1. Define accounting.

2. Identify and discuss career 

opportunities in accounting.

3. Identify the users of financial 

information.
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$ How much cash does the business have?

$ How much money do customers owe?

$ What is the cost of the merchandise sold?

$ What is the change in sales volume?

$ How much money is owed suppliers?

$ What is the profit or loss?

In running a business, you need answers to 

questions:
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QUESTION:

What is accounting?

recorded, classified,summarized,
interpreted, and communicated
to owners, managers, and other 

interested parties.

ANSWER:

Accounting is the process by which 

financial information about a business is

Define AccountingObjective 1
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Financial statements are periodic reports 

of a firmôs financial position or operating 

results.

ANSWER:

QUESTION:

What are financial statements?
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Accounting Clerk

Many jobs are available in the accounting 

profession.  Some examples are:

Bookkeeper

Accountant

Identify and discuss career 

opportunities in accounting
Objective 2
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Public accounting

Managerial accounting

Governmental accounting

Accountants generally work in one 

of these areas:
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ÅAuditing

Public accounting firms provide services 

such as:

ÅTax accounting

ÅManagement advisory services
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QUESTION:

What is a certified public accountant?

ANSWER:

A certified public accountant, or CPA, is 

an independent accountant who 

provides accounting services to the 

public for a fee.
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QUESTION:

What is managerial accounting?

Managerial accounting is accounting 

work carried on by an accountant 

employed by a single business in 

industry.

ANSWER:
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Managerial Accounting, or private accounting, involves 

working for a single business to:

Å Establish accounting policies

Å Providing financial advice to management

Å Manage the accounting system

Å Prepare and interpret financial statements

Å Prepare tax forms and do tax planning 

Å Prepare internal reports for management
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QUESTION:

What is governmental accounting?

Governmental accounting is accounting 

work performed for a federal, state, or 

local governmental unit.

ANSWER:
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Å Securities and Exchange Commission (SEC)

Å Internal Revenue Service (IRS)

Å Federal Bureau of Investigation (FBI)

Å Homeland Security

Governmental accounting involves keeping 

financial records and preparing financial reports as 

part of the staff of federal, state, or local 

governmental units, such as:
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Inside The Business Outside The Business

Employees

Identify the users of financial 

information
Objective 3
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ÅAssess the firmôs 

ability to pay its bills

ÅSet a credit limit for 

the firm

Suppliers

Use financial 

information to:




