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1. Introduction to Management Accounting

1.1 Meaning

- Management Accounting (MA) means using financial and non-financial information to
help managers make better business decisions.

It converts raw data into useful information for planning, controlling, and decision-
making.

« If Financial Accounting is the report card for outsiders, Management Accounting is the
Google Maps for insiders — it helps managers choose the best route to success.
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> Key Takeaways

* MA is mainly for internal use — by managers and decision-makers.

+ It helps managers plan, control, and take corrective action.

« Itis future-oriented and flexible — reports can be made daily, weekly, or monthly.

> Simple Example

« A small juice bar owner tracks how much fruit, sugar, and cups are used daily. If the owner
notices that mango juice costs more to make but sells less, he decides to promote another

flavour.

— That is Management Accounting in action — using numbers to guide

decisions.
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1.2 Objectives of Management Accounting
The main goal of MA is to help managers make informed and efficient

decisions.
Objective What it Means Simple Example
Planning Setting goals for the future. L e R L s

restaurant next week.

Controlling

Comparing actual vs plan and
correcting differences.

If the flour cost is higher than
expected, find the reason.

Decision-Making

Choosing the best option from
alternatives.

Whether to open a new outlet or
improve the old one.

Performance Evaluation

Measuring results and efficiency.

Compare actual sales with target
sales.

Communication &
Coordination

Keeping all departments informed.

Sales, production, and finance
share the same plan.
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> Key Takeaways

« MA helps achieve company goals efficiently.

* It supports all management functions — planning, control, and evaluation.

« It provides the link between strategy and daily action.

> ©JMC vLearning

1.3 Features of Management Accounting

Feature|

Explanation

Example

Future-oriented

Focuses on forecasts and
estimates.

Predicting next month’s profit.

Decision-based

Helps managers make
choices.

Choosing whether to buy or
rent avan.

Flexible

No strict format — can be
weekly or monthly.

Simple report for shop owner.

Integrative

Combines info from all
departments.

HR, finance, and sales data
used together.

Uses both numbers &
non-numbers

Includes quality, customer
feedback, hours, etc.

Comparing sales and customer
ratings.
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> Key Takeaways
« MA is not limited to accounting figures; it also includes non-financial data.
+ It adapts to management needs — not bound by accounting rules.

* It promotes teamwork across departments.

\
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1.4 Importance of Management Accounting

« Better Planning: Gives future projections and targets.
Example: A bakery plans production based on expected customer orders.

+ Cost Control: Finds areas of wastage and inefficiency.
Example: Electricity usage compared with standard consumption.

« Profit Improvement: Identifies which products earn more.
Example: Cakes give 20% profit, pastries only 10% — focus on cakes.

* Quick Decision-Making: Provides relevant data at the right time.
Example: Whether to accept a bulk order at a lower price.

> « Coordination: Connects production, marketing, and finance plans.
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» Key Takeaways

« MA improves profit, efficiency, and coordination.

* It ensures that every rupee is used productively.

+ It allows management to respond quickly to business changes.
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1.5 Scope of Management Accounting
MA covers a wide range of business activities:
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Area Purpose Example
. Find and control cost per Costof one shirtin a
Costing
product. garment factory.
A L sal d t
Budgeting Planincome and expenses. o R SIS e

budget.

Decision-Making

Analyse best option among
many.

Buy new or second-hand
machinery.

Performance Measurement

Evaluate productivity and
profit.

Profit per department or
region.

Sustainability Reporting

Track waste, energy, and
social impact.

Measure fuel use or plastic
reduction.
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» Key Takeaways
« MA information covers every part of a business.
* It connects accounting, operations, and strategy together.

* It supports short-term control and long-term growth.
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1.6 Everyday Example — Class Party Analogy

When you organise a class party:

1. You plan the budget for food, music, and decorations.
2. You control spending so it stays within budget.

3. You decide ticket price and number of students needed to break even.

4. After the event, you evaluate whether you made a profit or loss.

That's exactly what management accountants do for a company!
> Key Takeaways
« MA applies to real life — every decision involves planning, cost control, and results review.

> * It helps students think like future business managers.
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1.7 Limitations of Manaaement Accountina

Limitation Explanation
Depends on reliable data Wrong data » wrong decisions.
Needs skilled staff Requires trained analysts.

Not exact science

Uses estimates and
assumptions.

Can be costly

Advanced systems need

investment.
Influenced by management Reports may be twisted for
bias personal interest.
» Key Takeaways

» MA gives guidance, not exact answers.

» The quality of decisions depends on the quality of information.
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1.8 Summary — Key Learning Points

Point

Summary

Definition

MA helps managers plan, control, and make decisions using
both financial and non-financial data.

Purpose

Convert information into actions that improve business
performance.

Features

Flexible, future-oriented, decision-based, and continuous.

Importance

Improves cost control, planning, and profitability.

Example

A small business owner tracking costs and profits to decide next
month’s production plan.
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» Key Takeaways
« MA is the language of management decisions.
+ It focuses on future actions, not past records.

« It links all parts of a business and turns information into results.

\
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