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Executive Summary 

The contemporary business environment creates a complex ecosystem where the 

traditional boundaries between financial oversight, strategic planning, and operational 

execution are increasingly permeable. Within this landscape, Management Advisory 

Services (MAS) has emerged not merely as an auxiliary function of accounting firms but 

as a primary driver of organizational value. Unlike the retrospective nature of auditing, 

which seeks to verify the accuracy of historical financial assertions, MAS is inherently 

prospective, analytical, and solution-oriented. It represents a professional discipline 

dedicated to enhancing the client’s ability to achieve their objectives through the 

systematic application of technical expertise, education, and observation.1 

I. Definition, Scope, and Distinctions 

At its core, Management Advisory Services refers to the function of providing 

professional advisory or consulting services where the primary purpose is to improve 

the client's use of their capabilities and resources to achieve specific organizational 
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goals.2 This definition serves to delineate MAS from other professional services such as 

tax compliance or audit attestation. While "Accounting Services" generally implies the 

recording, classifying, and summarizing of financial transactions, MAS involves a 

higher-level analytical approach designed to solve specific management problems.4 

 

The scope of MAS is vast and heterogeneous. It encompasses a spectrum of activities 

ranging from strategic planning and organizational design to operational process 

improvement and financial management systems.1 Practitioners in this field engage 

directly with key decision-makers to identify challenges, assess potential opportunities, 

and implement robust solutions. The domain is often categorized into broad areas: 

● Strategic Advisory: This involves high-level corporate strategy formulation, mergers 

and acquisitions assistance, market entry strategies, and long-term growth 

planning.1 

● Operations and Supply Chain: Services here focus on efficiency, cost reduction 

within manufacturing or service delivery, stock control, and logistics optimization.1 

● Organizational Change: Consultants assist in redesigning organizational structures, 

developing human capital, and managing the cultural aspects of change initiatives.1 

● Financial Management: This includes the design of accounting systems, capital 

budgeting, and financial analysis, often leveraging the specific expertise of Certified 

Public Accountants (CPAs).2 

A critical distinction must be drawn between MAS and the "Practice of Accounting" in 

the traditional sense. While the practice of accounting typically involves attest services 

(audits, reviews) and tax preparation based on historical data, MAS is characterized by 
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its focus on the future and its non-recurring nature.2 MAS engagements are project-

based, triggered by specific problems or opportunities, and involve a high degree of 

interaction with client management. The output is not an opinion on financial 

statements, but a set of findings, conclusions, and recommendations for management 

to act upon.4 

The following table summarizes the key distinctions between MAS and Audit/Assurance 

services, highlighting the fundamental shift in mindset required for practitioners moving 

between these disciplines: 
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II. Professional Standards and Ethical Frameworks 

Given the profound impact that advisory services can have on a client's viability and 

strategic direction, the profession is governed by rigorous standards. In the United 

States, the American Institute of Certified Public Accountants (AICPA) established the 

Statements on Standards for Consulting Services (SSCS), which superseded the earlier 

Statements on Standards for Management Advisory Services (SSMAS).7 These 

standards are mirrored globally, including in the Philippines, to ensure consistency and 

quality in service delivery.9 
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II.1 General Standards of Practice 

All practitioners, regardless of their specific niche, are bound by four general standards 

derived from Rule 201 of the AICPA Code of Professional Conduct. These standards form 

the non-negotiable baseline for professional behavior: 

1. Professional Competence: A practitioner must undertake only those professional 

services that the member or the member's firm can reasonably expect to complete 

with professional competence.7 This goes beyond mere intellectual capability; it 

encompasses the availability of resources, staff, and specific technical knowledge 

required for the engagement. If a practitioner lacks the specific expertise for a 

specialized task (e.g., implementing a complex AI system), they are ethically bound 

to decline the engagement or obtain the necessary expertise.9 Competence involves 

the ability to identify and define client needs, utilize the analytical approach, and 

communicate recommendations effectively.10 

 

 
 

2. Due Professional Care: This standard requires the practitioner to exercise diligence 

and appropriate attention in carrying out the assignment.7 It implies that the 

consultant must not act negligently and must critically review the work performed 

at every stage of the engagement. Due care ensures that the work product meets 

the quality standards expected of a professional.10 

3. Planning and Supervision: Professional engagements cannot be conducted ad-hoc. 

They must be adequately planned, supervised, and controlled.7 This involves 
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developing an engagement plan, assigning tasks to appropriate personnel, and 

supervising their work to ensure it meets the engagement objectives. 

Documentation of the planning and supervision process is critical for quality 

control.9 

4. Sufficient Relevant Data: A hallmark of professional advisory is that conclusions 

are evidence-based. Practitioners must obtain sufficient relevant data to afford a 

reasonable basis for conclusions or recommendations.7 This standard 

differentiates professional consulting from casual advice; recommendations must 

be grounded in fact-finding and rigorous analysis rather than intuition alone.9 

II.2 Technical Standards for Consulting Services 

In addition to the general standards, practitioners must adhere to technical standards 

specific to the consulting function. These standards address the nature of the 

relationship between the consultant and the client: 

 

● Client Interest: The practitioner must serve the client interest by seeking to 

accomplish the objectives established by the understanding with the client while 

maintaining integrity and objectivity.7 This places the consultant in a unique 

position of being an advocate for the client's success while simultaneously 

maintaining professional detachment to ensure advice is honest and unbiased. 

● Understanding with Client: To prevent misunderstandings and scope creep, a 

written or oral understanding must be established regarding the responsibilities of 

the parties and the nature, scope, and limitations of the services.7 This is typically 
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formalized in an engagement letter or contract.12 

● Communication of Results: The practitioner is obligated to communicate the 

principal findings, conclusions, and recommendations to the client. Crucially, this 

includes communicating any significant reservations regarding the achievability of 

the anticipated benefits.11 If a client expects a 50% reduction in costs, but the 

consultant’s analysis suggests only 10% is feasible, this reservation must be 

explicitly communicated. 

II.3 Ethical Considerations: Integrity, Objectivity, and Independence 

The ethical foundation of MAS rests on three pillars: Integrity, Objectivity, and 

Independence. 

● Integrity requires that the practitioner be honest and candid within the constraints 

of client confidentiality. Service and the public trust should not be subordinated to 

personal gain.7 Findings must be free from intentional distortions.10 

● Objectivity requires the practitioner to be impartial, intellectually honest, and free of 

conflicts of interest.7 The consultant must avoid bias in their analysis and maintain 

an impartial attitude on all matters under review.9 

 

● Independence: In MAS, independence differs from the audit requirement. While an 

auditor must be independent in both fact and appearance to protect third parties, a 

management consultant acts for the management. However, the consultant must 

maintain a mental attitude of independence, ensuring that their advice is not 

subordinated to the client's desires if those desires contradict the consultant’s 

professional judgment.9 A consultant should not guarantee results, as the ultimate 
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success depends on the client's implementation, which is outside the consultant's 

control.11 

III. The Management Consulting Engagement Cycle 

The delivery of Management Advisory Services follows a structured lifecycle, often 

referred to as the engagement cycle. This systematic process ensures that the problem 

is correctly identified, the solution is rigorously developed, and the implementation is 

successful. The cycle is generally divided into several distinct stages.12 

Stage 1: Negotiating the Engagement 

This is the preliminary phase where the consultant and client meet to discuss the 

potential engagement. The objective is to define the problem broadly and determine if 

the consultant is the right fit. 

 

● Problem Definition: The consultant must look past the symptoms described by the 

client to identify the underlying issues. 

● Scope Determination: Establishing what is included and, importantly, what is 

excluded from the project. 

● Proposal Letter: The output of this stage is a proposal letter or engagement contract 

setting forth the terms, objectives, scope, and fees.15 Fees may be structured as 

actual time (per diem), fixed fee, or retainer basis.15 

● Ethical Check: The practitioner must assess their own competence and 
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independence before accepting the engagement.9 

Stage 2: Engagement Planning 

Once the engagement is accepted, detailed planning begins. This involves converting 

the proposal into a working plan. 

● Work Plan Development: Identifying specific tasks, timelines, and resource 

requirements.13 

● Staffing: Selecting the engagement team based on the required technical skills.12 

● Control Establishment: Setting up mechanisms to monitor progress and costs 

against the budget.13 

Stage 3: Conducting the Engagement (Analysis and Design) 

This is the execution phase, often described as the problem-solving phase. It involves 

several sub-steps: 

● Fact-Finding: Gathering sufficient relevant data through interviews, observation, 

and document review.7 

● Problem Definition & Diagnosis: Analyzing the data to confirm the root cause of the 

issue. 

● Solution Development: This is a critical creative and analytical step involving: 

○ Generation of Alternatives: Brainstorming potential solutions. 

○ Evaluation of Alternatives: Assessing options based on economic feasibility 

(cost-benefit), operational feasibility (usability), and technical feasibility 

(adequacy of technology).13 

○ Selection: Choosing the optimal solution that maximizes benefits while 

minimizing risks. 
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Stage 4: Presentation of Results 

The findings and recommendations are communicated to the client. This stage is pivotal 

because even the best solution is useless if the client is not convinced to adopt it. 

● Reporting: Reports can be written or oral, ranging from executive summaries to 

detailed technical manuals.13 

● Persuasion: The presentation must clearly link the recommendations to the client’s 

objectives and demonstrate the expected benefits (and limitations).14 

Stage 5: Implementation 

Modern MAS often extends beyond advice to assistance with implementation. This 

ensures the solution is not just theoretical but practical. 

● Role of Consultant: The consultant provides technical assistance, training, and 

guidance. 

● Role of Management: Management retains the authority to make decisions and is 

responsible for the outcome.2 The consultant must avoid crossing the line into 

making management decisions, which would impair independence for future audit 

work.7 

Stage 6: Post-Engagement Follow-up 

After the engagement is concluded, a follow-up review may be conducted to evaluate 

the effectiveness of the solution and identify any further improvements.14 This helps in 

assessing the long-term impact of the advisory services and fostering a lasting client 
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relationship.12 

 

IV. The Role of Accountants and CPAs in MAS 

Certified Public Accountants (CPAs) have a natural advantage in the MAS field due to 

their rigorous training in finance, internal controls, and systems analysis.2 They are often 

already familiar with the client's business through audit or tax work. The CPA's role in 

MAS involves applying an analytical approach to help management with analysis, 

planning, organizing, and controlling functions.2 

However, the dual role of auditor and consultant presents challenges. Regulatory 

frameworks (like Sarbanes-Oxley in the US and the Code of Ethics in the Philippines) 

place restrictions on the types of non-audit services a CPA can provide to an audit client 

to prevent conflicts of interest. For example, a CPA cannot design the financial 

information system they will later audit, as this would be auditing their own work.7 

Therefore, CPAs in MAS must be vigilant in defining the scope of their services to remain 

within ethical boundaries while delivering value. 
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In Summary… 

Management Advisory Services (MAS) is defined as a prospective and solution-oriented 

professional discipline intended to improve a client’s use of their capabilities and 

resources to achieve specific organizational goals. Unlike traditional accounting 

services such as auditing, which are retrospective and focus on verifying historical 

financial assertions for third parties, MAS is project-based, non-recurring, and designed 

to address specific management problems directly for the benefit of client management. 

The scope of these services is exceptionally broad, encompassing high-level strategic 

planning, operational efficiency and supply chain optimization, organizational change 

management, and the design of financial management systems. Ultimately, the primary 

output of an MAS engagement consists of a set of findings, conclusions, and 

recommendations for management to act upon rather than a formal opinion on financial 

statements. 

To ensure service quality and protect the public trust, MAS practitioners must adhere to 

rigorous professional standards, including professional competence, due professional 

care, adequate planning and supervision, and the use of sufficient relevant data. These 

services are grounded in the ethical pillars of integrity, objectivity, and mental 

independence, requiring consultants to serve as advocates for the client’s interests 

while maintaining the professional detachment necessary to provide honest, unbiased 
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advice. The delivery of these services follows a structured six-stage engagement cycle 

that progresses from negotiating and planning through fact-finding, solution 

development, the presentation of results, and implementation assistance. While 

Certified Public Accountants (CPAs) are naturally suited for MAS due to their technical 

training, they must remain vigilant regarding regulatory restrictions intended to prevent 

conflicts of interest between their advisory and auditing functions. 

 

To think of the difference between these roles, an auditor is like a historian verifying the 
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records of what has already happened, whereas a management consultant is like a 

navigator helping the captain of a ship determine the best course for the journey ahead. 
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