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Preface
To the Eighteenth Edition

We are pleased to place before the esteemed readers the revised and enlarged edition of our 
book ‘Principles of Management Accounting’. The increasing heart warming response to each 
new edition of the book is a matter of great satisfaction and privilege for us.
 The New Edition, besides maintaining the PLUS feature of the earlier editions, viz., 
simplicity of style, lucid presentation, helpful questions and problems, etc. incorporates the 
following welcome changes:

 •	 The book covers all the more comprehensively the course content requirements of the 
students preparing for B.Com., M.Com., BBA and MBA examinations of different 
Indian Universities.

 •	 The latest position regarding Accounting Standards, including IFRS Covergence in 
India has been incorporated in Chapter 2 – Financial Principles (Section A), of the book.

 •	 Certain new concepts viz. Target Costing and Kaizen Costing have been  incorporated 
in Chapter 3 – Basic Cost Concepts (Section A) and Balanced Scorecard Appendix 1 of 
the book.

 •	 The Schedule III to the Companies Act, 2013, containing the formats of Financial 
Statements and the main features of AS 20: Earning per share have been incorporated in 
the Chapter 2 (Section B) – Ratio Analysis.

 •	 Questions and Problems from recent University and Professional Examinations have 
been incorporated in the relevant chapters of this book.

 •	 The syllabi coverage in the book of the course contents in the paper Management 
Accounting at different Universities has been incorporated in the preliminary pages of 
the book.

 •	 The book continues to follow a user-friendly and examination oriented approach.

We are confident that with all these changes, additions and adaptations, the readers will find 
the revised edition of the book all the more useful and rewarding. Constructive and helpful 
suggestions for improvement in the book will be gratefully acknowledged.

A-2/156, Paschim Vihar Authors
New Delhi-110063 
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GURU GOBIND SINGH INDRAPRASTHA UNIVERSITY, DELHI
Bachelor of Commerce (B.Com Hons) BBA 207 B.COM 203

Management Accounting 

L-4 T-0  Credits – 4  External Marks: 75

Objective: The objective of the course is to familiarize the students with the 
basic management accounting concepts and their applications in managerial 
decision making.
Course Contents
 Unit 1 (14 Hours)
Management Accounting: Nature and Scope, Financial Accounting, Cost 
Accounting and Management Accounting, Advantages and Limitations of 
Management Accounting, Role of Management Accountant.

 Unit II – Financial Analysis (14 Hours)
Financial Statements and their Limitations, Concepts of Financial Analysis, 
Tools of Financial Analysis: Comparative Financial Statements, Common Size 
Financial Statements, Trend Percentages.
Ratio Analysis: Nature and interpretation, Classification of Ratios, Profitability 
Ratios, Turnover Ratios, Financial Ratios, Utility and Limitations of Ratios.
Cash Flow Analysis: Difference between Cash and Funds, Utility of Cash Flow 
Statement, Accounting Standard 3 (AS 3: Revised), Construction of Cash Flow 
Statement. 
 Unit III – Budgets and Budgetary Control (14 Hours)
Concept of Budgets and Budgetary Control, Advantages and Limitations of 
Budgetary Control, Establishing a System of Budgetary Control, Preparation 
of Different Budgets, Fixed and Flexile Budgeting, Performance Budgeting 
and Zero Base Budgeting, Concept of Responsibility Accounting – Types of 
Responsibility Centres.
Standard Costing and Variance Analysis: Meaning of Standard Cost, Relevance 
of Standard  Cost for Variance Analysis, Significance of Variance Analysis, 
Computation of Material, Labour and Overhead Variances.

Syllabuses

Coverage in 
the Book

Section Chapter (s)

A 1

B 1

B 1

B 4

C 1

C 2 & 3



xx | Principles of Management Accounting

	 Unit	IV	–	Marginal	Costing	and	Profit	Planning			(14	Hours)
Marginal Costing Differentiated from Absorption Costing, Direct Costing, 
Differential Costing. Key Factor, Break-even Analysis, Margin of Safety, 
Cost-Volume-Profit Relationship, Advantages, Limitations and Applications of 
Marginal Costing.

Decisions Involving Alternative Choices: Concept of Relevant Costs, Steps in 
Decision Making, Decisions Regarding Determination of Sales Mix, Exploring 
new Markets, Discontinuance of a Product Line, Make or Buy, Equipment 
Replacement, Expand or Contract and Shut-Down or Continue. 

UNIVERSITY OF DELHI 
Master of Commerce (M. Com.) Semester I

Course MCCC 102: Advanced Management Accounting

marks: 100 Duration - 60 Hrs.

Objective: The objective of this course is to equip the students with the knowledge 
of concepts, methods and techniques of management accounting and enable them 
to use various techniques of cost ascertainment, budget preparation and variance 
analysis, while focusing on its need for managerial decision making. 

Unit I – Management Accounting
Nature and functions; Financial vs. Management Accounting; Cost vs. Management 
Accounting; Role of Management Accountant. 
Cost concepts and classifications. 

Unit II – Activity Based Costing (ABC)
Concept and Uses; Flow of Costs in ABC: Traditional Costing System vs. ABC. 

Unit III – Variable and Absorption Costing
Concept, Comparison, Applications of Variable Costing; Preparation of Income 
Statements; Cost-Volume-Profit (CVP) Analysis – Contribution Margin; Break-
even Analysis: Profit Volume (P/V) Analysis; Multiple Product Analysis; Optimal 
use of Limited Resources. 

Unit IV – Relevant Information and
Short-Run Managerial Decisions

Managerial decision making: Decision making process; Differential analysis; 
Types of managerial decisions – Make/Buy, Add/Drop, Sell/ Process Further, 
Operate/Shutdown, Special Order. Product-Mix. Pricing Decisions.  

Unit V – Budgeting
Nature and functions; Preparation of different types of budgets;, Fixed versus 
Flexible Budgeting; Standard Costing, – Concept, advantages; Types of standards; 
Variance analysis: Materials, Labour, Overheads, Sales variances, Managerial 
uses of variances.

A 1 & 3

A 4

C 4

C 5

C 1, 2 & 3

Coverage in 
the Book

Section Chapter (s)

C 4 & 5



Syllabus | xxi

Unit VI – Responsibility Accounting and Divisional
Performance Measurement

Advantages and disadvantages of divisionalisation; Concept of responsibility 
accounting; Responsibility centres: Cost centre, Revenue centre. Profit centre, 
Investment centre; Responsibility performance reporting; Financial measures of 
performance, Non-financial performance measures. 
Transfer Pricing: Concept; Objectives; Requisites; Methods of transfer pricing: 
Transfer pricing in multinational companies.
Performance Measurement: Traditional performance measures; Balanced 
Scorecard – Meaning, perspectives in Balanced Scorecard; Weighting performance 
measures; Requisites of Balanced Scorecard

BANGALORE UNIVERSITY
6.4 Management Accounting

Objective: The objective of this subject is to enable the students to understand 
the analysis and interpretation of financial statements with a view to prepare 
management reports for decision-making. 

 UNIT I –  Introduction to Management Accounting 12 Hrs

Management Accounting: Meaning – Definition –  Objectives – Nature and 
Scope – Role of Management Accountant – Relationship between Financial 
Accounting and Management Accounting, Relationship between Cost Accounting 
and Management Accounting.
 Analysis of Financial Statements: Types of Analysis – Methods of Financial 
Analysis – Problems on Comparative Statement Analysis – Common Size 
Statement Analysis and Trend Analysis. 

 UNIT II – Ratio Analysis 14 Hrs
Meaning and Definition of Ratio, Classification of Ratios, Uses & 
Limitations – Meaning and Types of Ratio Analysis –  Calculation of Liquidity 
Ratios, Profitability Ratios and Solvency Ratios. 

 UNIT III – Fund Flow Analysis 10 Hrs

Meaning and Concept of Fund – Meaning and Definition of Fund Flow 
Statement – Uses and Limitations of Fund Flow Statement – Differences between 
Cash Flow Statement and Fund Flow Statement – Procedure for Preparation of Fund 
Flow Statement – Statement of changes in Working Capital – Statement of Funds 
from Operations – Statement of Sources and Applications of Funds– Problems. 

 UNIT IV – Cash Flow Analysis  14 Hrs
Meaning and Definition of Cash Flow Statement – Concept of Cash and 
Cash Equivalents – Uses of Cash Flow Statement – Limitations of Cash Flow 
Statement – Provisions of Ind AS-7 (owld AS 3) – Procedure for preparation of 
Cash Flow Statement – Cash Flow from Operating Activities – Cash Flow from 
Investing Activities and Cash Flow from Financing Activities – Preparation of 
Cash Flow Statement according to Ind AS-7 (old AS 3) (Indirect Method Only). 

A 1

B 2

B 3

B 4

Coverage in 
the Book

Section Chapter  (s)

C 1

C 6

Appendix
1
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 UNIT V – Management Reporting 06 Hrs

Meaning of Management Reporting – Requisites of a Good Reporting 
System – Principles of Good Reporting System – Kinds of Reports – Drafting of 
Reports under Different Situations.

UNIVERSITY OF MADRAS (Academic Year 2020-2021)
B.Com. Degree Course (GENERAL)

Core Paper XVIII  Management Accounting
Objectives  No. of Credits: 4
 • To enable the students to get knowledge about the various techniques of 

Management Principles.
 • To make the students to get practical skill in solving management problems.

UNIT I – Introduction
Management Accounting – Meaning- Scope- Importance- Limitations – 
Management Accounting Vs Cost Accounting – Management Accounting Vs 
Financial Accounting.

UNIT II – Financial Statement Analysis
Analysis and Interpretation of Financial Statements – Nature and Significance 
– Types of Financial Analysis – Tools of Analysis – Comparative Statements – 
Common size Statement – Trend Analysis.

UNIT III – Ratio Analysis
Meaning – Advantages – Limitations – Types of Ratios – Liquidity Ratios – 
Profitability Ratios Turnover Ratios – Capital Structure Ratios – Leverage Ratios 
– Calculation of Ratios.

UNIT IV – Fund Flow Analysis & Cash Flow Analysis
Introduction, Meaning of Funds Flow Statement-Ascertainment of flow of funds- 
Technique of preparing funds flow statement- Schedule of Changes in Working 
Capital- Adjusted Profit and Loss account-Funds Flow Statement Meaning of 
Cash Flow Statements – Advantages – Limitations – Preparation of Cash Flow 
Statement – Types of Cash flows – Operating, Financing and Investing Cash flows.

UNIT V –  Budgetary Control & Marginal Costing
Budgetary Control – Meaning – Preparation of various Budgets – Cash Budget – 
Flexible Budget – Production Budget – Sales Budget. Capital Expenditure Control 
– Application of Marginal Costing in Decision Making – Make or Buy –Shut down 
or Continue – Exploring New Markets.

  Note: Questions in Sec. A, B & C shall be in the proportion of 20:80 between Theory and  
         Problems.

A 1

B 1

B 2

B 3 & 4

C 1, 4 & 5

Coverage in 
the Book

Section Chapter  (s)

C 8
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B.Com (Information System Management) Degree Program, Semester VI
Core Paper XVII – Management Accounting

objectives  No. of Credits: 4
 • To enable the students to get knowledge about the various techniques of 

Management Principles.
 • To make the students to get practical skill in solving management problems.

Unit I – Introduction
Management Accounting – Meaning – Scope – Importance – Limitations – 
Management Accounting Vs Cost Accounting – Management Accounting Vs 
Financial Accounting.

Unit II – Financial Statement Analysis
Analysis and Interpretation of Financial Statements – Nature and Significance 
– Types of Financial Analysis – Tools of Analysis – Comparative Statements – 
Common size Statement – Trend Analysis.

Unit III – Ratio Analysis
Meaning – Advantages – Limitations – Types of Ratios – Liquidity Ratios – 
Profitability Ratios -Turnover Ratios – Capital Structure Ratios – Leverage 
Ratios – Calculation of Ratios.

Unit IV – Cash Flow Analysis & Marginal Costing
Meaning of Cash Flow Statements – Advantages – Limitations – Preparation of 
Cash Flow Statement- Types of Cash flows – Operating, Financing and Investing 
Cash flows. Application of Marginal Costing in Decision Making – Make or 
Buy – Shutdown or Continue – Exploring New Markets.

Unit V – Budgetary Control & Capital Budgeting Control
Budgetary Control – Meaning – Preparation of various Budgets – Cash Budget 
– Flexible Budget -Production Budget – Sales Budget. Capital Expenditure 
Control- Meaning of Capital Budgeting -Assessment of Capital Expenditure 
through Pay Back Method, Net Present Value Method and Accounting Rate of 
Return Method.
  Note: Questions in Sec. A, B & C shall be in the proportion of 20:80 between Theory  

         and Problems.

B.Com. Degree Course (Accounts & Finance)
Core Paper XVIII – Management Accounting

objectives   No. of Credits: 4
 • To enable the students to get knowledge about the various techniques of Management 

Principles.
 • To make the students to get practical skill in solving management problems.

UNIT I – Introduction
Management Accounting – Meaning- Scope- Importance- Limitations – 
Management Accounting Vs Cost Accounting – Management Accounting Vs 
Financial Accounting.

Coverage in 
the Book

Section Chapter  (s)

A 1

B 1

B 2

B 4

C 4 & 5

C 1, 7 & 8

A 1
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UNIT II: Financial Statement Analysis
Analysis and Interpretation of Financial Statements – Nature and Significance 
– Types of Financial Analysis – Tools of Analysis – Comparative Statements – 
Common size Statement – Trend Analysis.

UNIT III – Ratio Analysis
Meaning – Advantages – Limitations – Types of Ratios – Liquidity Ratios – 
Profitability Ratios Turnover Ratios – Capital Structure Ratios – Leverage Ratios 
– Calculation of Ratios.

UNIT IV – Fund Flow Analysis & Cash Flow Analysis
Introduction, Meaning of Funds Flow Statement-Ascertainment of flow of funds- 
Technique of preparing funds flow statement- Schedule of Changes in Working 
Capital- Adjusted Profit and Loss account-Funds Flow Statement Meaning of 
Cash Flow Statements – Advantages – Limitations – Preparation of Cash Flow 
Statement – Types of Cash flows – Operating, Financing and Investing Cash flows.

UNIT V – Budgetary Control & Marginal Costing
Budgetary Control – Meaning – Preparation of various Budgets – Cash Budget 
– Flexible Budget – Production Budget – Sales Budget. Capital Expenditure 
Control – Application of Marginal Costing in Decision Making – Make or Buy 
–Shut down or Continue – Exploring New Markets.
  Note: Questions in Sec. A, B & C shall be in the proportion of 20:80 between 

          Theory and Problems.

B.Com. Degree Course (Bank Management)
Revised Scheme of Examination:

Core Paper XVIII – Management Accounting
Objectives  No. of Credits: 4
 • To enable the students to get knowledge about the various techniques of Management 

Principles.
 • To make the students to get practical skill in solving management problems.

Unit I – Introduction
Management Accounting- Meaning- Scope- Importance- Limitations- 
Management Accounting Vs Cost Accounting – Management Accounting Vs 
Financial Accounting.

Unit II – Financial Statement Analysis
Analysis and Interpretation of Financial Statements – Nature and Significance 
– Types of Financial Analysis- Tools of Analysis – Comparative Statements – 
Common size Statement Trend Analysis.

Coverage in 
the Book

Section Chapter (s)

B 1

B 2

C 3 & 4

C 4, 4 & 5

A 1

B 1
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Unit III – Ratio Analysis
Meaning- Advantages – Limitations – Types of Ratios – Liquidity Ratios – 
Profitability Ratios- Turnover Ratios – Capital Structure Ratios – Leverage 
Ratios – Calculation of Ratios.

Unit IV – Cash Flow Analysis & Marginal Costing
Meaning of Cash Flow Statements – Advantages – Limitations – Preparation of 
Cash Flow Statement – Types of Cash flows – Operating,Financing and Investing 
Cashflows. Application of Marginal Costing in Decision Making- Make or Buy 
-Shutdown or Continue – Exploring New Markets.

Unit V – Budgetary Control & Capital Budgeting Control.
Budgetary Control – Meaning – Preparation of various Budgets – Cash Budget-
Flexible Budget- Production Budget – Sales Budget. Capital Expenditure Control 
– Meaning of Capital Budgeting- Assessment of Capital Expenditure through Pay 
Back Method, Net Present Value Method and Accounting Rate of Return Method.

B.Com (Computer Applications) Degree Program, Semester VI
Core Paper XVII – Management Accounting

course Objectives  Number of Credits : 4
 1. To enable the students to get knowledge about the various techniques of 

Management Principles.
 2. To make the students to get practical skill in solving management problems.

Unit I – Introduction
Management Accounting – Meaning – Scope – Importance – Limitations – 
Management Accounting Vs Cost Accounting – Management Accounting Vs 
Financial Accounting.

Unit II – Financial Statement Analysis
Analysis and Interpretation of Financial Statements – Nature and Significance 
– Types of Financial Analysis – Tools of Analysis – Comparative Statements – 
Common size Statement – Trend Analysis.

Unit III – Ratio Analysis
Meaning – Advantages – Limitations – Types of Ratios – Liquidity Ratios – 
Profitability Ratios – Turnover Ratios – Capital Structure Ratios – Leverage 
Ratios – Calculation of Ratios.

Unit IV – Cash Flow Analysis & Marginal Costing
Meaning of Cash Flow Statements – Advantages – Limitations – Preparation of 
Cash Flow Statement – Types of Cash flows – Operating, Financing and Investing 
Cash flows. Application of Marginal Costing in Decision Making – Make or Buy 
– Shutdown or Continue – Exploring New Markets.

Coverage in 
the Book

Section Chapter (s)

B 2

B
C

4
4 & 5

C 1, 7 & 8

A 1

B 1

B 2

B
C

4
4 & 5
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Unit V – Budgetary Control & Capital Budgeting Control.
Budgetary Control – Meaning – Preparation of various Budgets – Cash Budget 
– Flexible Budget – Production Budget – Sales Budget. Capital Expenditure 
Control – Meaning of Capital Budgeting – Assessment of Capital Expenditure 
through Pay Back Method, Net Present Value Method a nd Accounting Rate of 
Return Method.
  Note: Questions in Sec. A, B & C shall be in the proportion of 20:80 between Theory and Problems.

B.Com. Hons. Course (Revised Scheme of Examination):
CORE 25 : Accounting for Decision Making

Sub Code:  Credits: 4UNIT I
Management accounting – Meaning, nature, scope and functions, need, importance 
and limitations – Management Accounting vs. Cost Accounting. Management 
Accounting vs. Financial Accounting-Analysis and Interpretation of financial 
statements – Nature, objectives, essentials and tools. Methods –Comparative 
Statements, Common Size statement and Trend analysis.

UNIT II – Case Study
Ratio Analysis – Interpretation, benefits and limitations. Classification of ratios-
Liquidity, Profitability, Turnover, Solvency or Financial ratios

UNIT III
Funds flow and Cash flow analysis. Budgets and budgetary control – Meaning, 
objectives, merits and demerits.

UNIT IV
Marginal costing – features, advantages and limitations – Absorption costing 
and Marginal costing – CVP analysis – Applications of Marginal Costing – Key 
factor, Make or Buy decision , Sales mix decision, Plant Merger decisions

UNIT V
Variance Analysis – Material, Labour and Overhead Variances

Coverage in 
the Book

Section Chapter (s)

C 1, 7 & 8

A 1

B 1

B
C

3 & 4
1

C 4 & 5
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The book provides a comprehensive coverage of the course-content requirements of 
the students appearing the paper 'Management Accounting' at the B.Com, M.Com, 
BBA and MBA Examinations of different Indian Universities.  The book has been divided 
into THREE Convenient Sections.  Each Section covers a different aspect of 
'Management Accounting' with the subject divided into chapters covering different 
topics in a systematic and concise manner.  

The unique features of this book lie in its simplicity of style and systematic 
presentation of theory and graded practical illustrations which have made it user 
friendly mainly the students.  The other main strengths of this book are: exhaustive text 
plentiful illustrative examples and end-of-the-chapter exercises with answers.  

l Updated position regarding, IFRSs and steps for their convergence in India. 
l Certain new concepts viz. Target Costing, Kaizen Costing and Balanced Scorecard  

have been incorporated in Chapter 3 (Section A) and Appendix 1 of the book.
l Schedule III regarding presentation of financial statements as per the Companies 

Act, 2013 has been incorporated as an Appendix 5 to the book.
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