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    MEANING OF MANAGEMENT ACCOUNTING
➢ Management accounting is the process of preparing reports about business 

operations that help managers make short-term and long-term decisions. It 
helps a business pursue its goals by identifying, measuring, analyzing, 
interpreting and communicating information to manager.

DEFINITION OF MANAGEMENT ACCOUNTING
➢ Brown and Howard: “ the essential aim of management accounting should 

be to assist management in decision making and control 



NATURE OF MANAGEMENT ACCOUNTING
1. Providing accounting information
2. Cause and effect analysis
3. Use of special techniques and concepts
4. Taking important decisions
5. Achieving of objectives
6. No fixed norms followed
7. Increase in efficiency
8. Supplies information and not decision
9. Concerned with forecasting



SCOPE OF MANAGEMENT ACCOUNTING
1. Financial accounting
2. Cost accounting
3. Financial management
4. Budgeting and forecasting
5. Inventory control
6. Reporting to management
7. Interpretation of data
8. Internal audit
9. Tax accounting

10. Office services



OBJECTIVES OF MANAGEMENT ACCOUNTING
1. Planning and policy formulation
2. Helpful in controlling performance
3. Helpful in organising
4. Helpful in interpreting financial information
5. Motivating employees
6. Helpful in making decisions
7. Reporting to management
8. Helpful in coordination
9. Tax administration



FUNCTIONS OF MANAGEMENT ACCOUNTING
1. Planning and forecast
2. Modification of data
3. Financial analysis and interpretation of data
4. Facilitates management control
5. Communication
6. Use of qualitative information
7. Coordinating
8. Helpful in taking strategic decisions
9. Supplying information to various levels of management



DIFFERENCES BETWEEN FINANCIAL AND MANAGEMENT ACCOUNTING



DIFFERENCES BETWEEN COST AND MANAGEMENT ACCOUNTING



TOOLS & TECHNIQUES OF MANAGEMENT A/C
1. Financial policy and accounting
2. Analysis of financial statement
3. Historical cost accounting
4. Budgetary control
5. Standard costing
6. Marginal costing
7. Decision accounting
8. Revaluation accounting
9. Control accounting

10. Management information system



NEED AND IMPORTANCE OF MANAGEMENT A/C

1. Increases Efficiency
2. Proper planning
3. Measurement of performance
4. Maximising profitability
5. Improves services to customers
6. Effective management control



LIMITATIONS OF MANAGEMENT A/C
1. Based on accounting information
2. Lack of knowledge
3. Intuitive decisions
4. Not an alternative to administration
5. Top heavy structure
6. Evolutionary stage
7. Personal bias
8. Psychological resistance



FINANCIAL STATEMENT ANALYSIS
MEANING:

● Financial statement analysis is the process of analyzing a company's financial 
statements for decision-making purposes. 

● External stakeholders use it to understand the overall health of an 
organization as well as to evaluate financial performance and business value.

DEFINITION:

“Is a process of evaluating the relationship between components parts of a 
financial statement to obtain a better understanding of a firm's position and 
performance” - Metcalf and Titard



METHODS OF FINANCIAL STATEMENT
1. COMPARATIVE STATEMENT
2. COMMON SIZE STATEMENT
3. TREND ANALYSIS
4. FUND FLOW STATEMENT
5. CASH FLOW STATEMENT
6. RATIO ANALYSIS
7. COST VOLUME PROFIT ANALYSIS



A comparative statement is a document used to compare a particular financial statement with prior 
period statements.





Common size analysis, also referred as vertical analysis, is a tool that financial 
managers use to analyze financial statement. It evaluates financial statements by 
expressing each line item as a percentage of the base amount for that period. 





A trend percentage converts non-base-year amounts into percentages. A trend 
percentage is a type of horizontal analysis that shows a change in a financial 
statement account over a period of time. The first, or earliest, year of the trend is the 
"base year," with which you compare the amounts in each subsequent year.



RATIO ANALYSIS
● Ratio analysis is the comparison of line items in the financial statements of a 

business. Ratio analysis is used to evaluate a number of issues with an entity, 
such as its liquidity, efficiency of operations, and profitability.
















