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1.3 Management Accountant – Purpose and Roles

• A Management Accountant (MA) is like the navigator of 
a business. While the driver (manager) decides where to 
go, the MA provides the maps, signals, and numbers to 
make the journey safe, efficient, and profitable.
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1.3.1 Purpose
The purpose of Management Accounting is to support management in all major 
functions
planning, controlling, decision-making, and performance evaluation.

 The main purpose is to turn information into insight.

MA helps management make informed and timely 

decisions.

 A good MA predicts and prevents problems, not just reports 

them.

 Key Takeaways
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 In the early days, management accountants worked 
mainly with costs and budgets.

Their focus was accuracy and control — making sure 
every rupee spent was recorded
correctly.

1.3.2 Traditional Roles

Main Traditional Roles
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A garment factory accountant records fabric, thread, and labour costs 
for each batch of shirts.

He compares the actual cost with the standard to find whether 
production was efficient or wasteful.

 Example

 Traditional MA = “bean counter” — mainly recording and 
reporting.

 Their job was to control cost, ensure accuracy, and support 
routine operations.

 Focus = Efficiency and Control.

 Key Takeaways

1.3.3 Emerging and Changing Roles
 Modern business is fast, digital, and global. Today’s management 

accountant is no longer limited to cost sheets — they are 
strategic business partners.

 They help management make decisions on investment, strategy, 
risk, and sustainability.
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Technology: Automation handles data entry; MA focuses on 

analysis.

Competition: Businesses need smarter, faster decisions.

Globalization: Prices, exchange rates, and supply chains 

change rapidly.

Sustainability: Companies must balance profit, planet, and 

people.

 Reasons for Role Change

 New / Emerging Roles
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In a poultry company,

 Traditional MA: reports daily feed cost.
 Modern MA: analyses which feed formula gives the best feed 

conversion ratio (FCR) and profit per bird, advising management 
on purchasing decisions.

 Example

 Modern MA = business partner, not bookkeeper.
 Focus on strategy, technology, and sustainability.
 They communicate insights, not just numbers.
 Their value is in “why it happened” and “what to do next.”

 Key Takeaways

1. Increase profit
2. Reduce waste
3. Improve efficiency
4. Sustain long-term growth

 It’s not just about cost cutting — it’s about making better 
decisions that build the company’s strength.

1.3.4 Value Creation

The ultimate goal of modern Management Accounting is creating value — for the
organization, its customers, employees, and society.

Meaning of Value Creation



2026-04-25

7

 How MAs Create Value

A dairy company wants to introduce a new flavoured milk:

 MA estimates cost, expected sales, and profit.

 MA advises on pricing and marketing spend.

 If launched, the product earns Rs. 1 million profit and 

strengthens brand image. 

→ That’s value creation!

 Simple Example
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 Value = usefulness to the organization, not just cost saving.

 MAs create value through information, analysis, and advice.

 They link financial and non-financial goals (profit + quality + 

sustainability).

 In short

“Yesterday’s accountant counted money; today’s accountant creates 
it.”

 Key Takeaways

Different decisions need different ‘views’ of cost. Learn these labels to 
choose the right lens.

3.1 Fundamental Classifications

3. Cost Concepts (Detailed, with Examples)
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3.2 Decision-Oriented Classifications

Rent Rs. 50,000/month (fixed). Printing Rs. 100/student 
(variable). With 200 students:
total cost = 50,000 + 200×100 = Rs. 70,000.

If a nearby hall offers rent at Rs. 40,000 but printing cost 
rises to Rs. 120/student, total =
40,000 + 200×120 = Rs. 64,000 → choose new hall.

 Worked Example: Tuition Class
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 Absorption costing: includes fixed overhead in product 

cost; used for financial statements.

Marginal costing: focuses on variable costs for decision-

making.

 Activity-Based Costing (ABC): assigns overheads via 

activities and drivers for accuracy.

3.3 Costing Methods (Quick Tour)

 Contribution per unit (CPU) = Selling price – Variable cost per unit

 Break-even units (BEU) = Fixed costs ÷ CPU

 Break-even revenue (BER) = BEU × Selling price

 Target units = (Fixed costs + Target profit) ÷ CPU

Margin of Safety (%) = (Actual sales – Break-even sales) ÷ Actual sales × 100

 Operating leverage (approx) ↑ when fixed costs are high → profits more 

sensitive to volume

4. Cost-Volume-Profit (CVP) Analysis (Step-by-Step)
CVP explains how profit changes with price, volume, and cost. It 
helps set targets and test ‘what-if’ questions.

 Formulas You Must Know
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Price Rs. 100; Variable Rs. 50; Fixed Rs. 10,000 → CPU = 50; 
BEU = 10,000 ÷ 50 = 200 units;
If you sell 260 units, profit = 60×50 = Rs. 3,000.

Worked Example 1: Sandwich Shop

Keep the sales mix constant (e.g., 2:1). Compute a weighted 
average CPU. Use it to find break-even bundles, then split to 
products.

 Worked Example 2: Target Profit

Target profit Rs. 5,000 → Units = (10,000 + 5,000) ÷ 50 = 300 
sandwiches.

 Multi-Product Tip


