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Understanding the importance of cost accounting

crucial effective business decision-making,

enabling organizations to optimize resources, 

evaluate performance, and

drive profitability through strategic insights.

Agenda and 
Introduction
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Understanding Cost Accounting in Business Context

Meaning and 

Objectives
Cost Control

Helps manage expenses and enhance profitability 

effectively.

Cost Reduction

Identifies areas for savings through efficiency 

improvements.

Profit Maximization

Supports strategies aimed at increasing overall profits.

Decision Support

Provides valuable insights for informed business choices.
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Cost Accounting: Meaning and Definition

Cost accounting refers to the process of 

tracking, recording, and analyzing costs 

associated with production and operations, 

enabling businesses to make informed financial 

decisions.

Meaning of Cost Accounting

Cost accounting is defined as the methodology 

employed to capture a company's total 

production costs by assessing variable and fixed 

costs, thus aiding in budgeting and forecasting.

Definition of Cost Accounting

20/10/2025 Cost A/C ing an overview 23BBT605 Accounting for Managers Dr.K.Premalatha 4/14



Objectives of Cost 

Accounting: Informed 

Business Decisions

Key Objectives

Cost accounting aims to enhance decision-making and 

efficiency in business.
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Need, Uses, and Users of Cost Accounting

Cost accounting is crucial for budgeting and 

pricing, enabling businesses to evaluate 

performance and allocate resources effectively 

while ensuring financial stability and 

profitability.

Essential Needs

It's applied in product costing and profitability 

analysis, allowing organizations to determine 

the true cost of products, manage inventory 

efficiently, and analyze financial performance 

for informed decision-making.

Practical Uses
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Cost accounting serves various stakeholders, including:

• Management for informed decision-making

• Finance teams for budget development

• Investors for assessing profitability

• Auditors for compliance and verification

• Each group leverages cost accounting insights to 

enhance operational efficiency and financial 

performance.

Users of Cost Accounting

Cost accounting is essential for:

• Budgets: Establishing financial frameworks

• Pricing: Determining product costs accurately

• Performance evaluation: Assessing operational 

efficiency

• Profitability analysis: Identifying profitable segments

• These practical applications help businesses improve 

strategic planning and resource allocation.

Uses of Cost Accounting
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Cost accounting provides vital information, 

enabling businesses to make informed 

decisions about pricing, budgeting, and 

investments, ultimately enhancing their 

financial performance and strategic 

positioning.

Improved Decision-Making

By identifying and analyzing costs, companies 

can streamline operations, reduce waste, and 

improve productivity, leading to a more 

effective allocation of resources and increased 

profitability.

Enhanced Efficiency

The complexity of cost accounting systems 

can lead to implementation difficulties, 

including high setup costs and potential 

reliability issues with data, which may hinder 

overall effectiveness.

Implementation Challenges

A Balanced View of Cost Accounting

Merits and Demerits
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Merits of Cost 

Accounting: Improved 

Control and Decisions

Improved Control

Enhances monitoring of 

expenses and budgets.

Better Decisions

Supports informed choices 

and strategic planning.
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Demerits of Cost 

Accounting: 

Complexity 

Challenges

Complexity

Cost accounting can be difficult to implement and 

manage effectively.
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Real-World Applications in Various Industries

Examples of Cost Accounting

In the manufacturing sector, cost accounting helps in tracking 

production costs and optimizing resource allocation, leading to 

improved profitability and informed decision-making.

Manufacturing Sector

In the service industry, cost accounting aids in analyzing service 

costs and enhancing pricing strategies, ensuring that businesses 

maintain competitive advantages while maximizing their service 

offerings.

Service Industry
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Cost accounting informs the stages of design thinking, enhancing 

innovation through data-driven insights that guide decision-

making and optimize resource allocation for effective solutions.

Connection with 
Design 
Thinking
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Cost 
Accounting and 
Design 
Thinking

Cost Effective Solutions

Leveraging cost accounting 

insights for strategic advantage

Innovative Ideas

Cultivating creativity to 

enhance business outcomes
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Brainstorming 
Session

Think that you are going to start a Manufacturing unit 

You are going to provide a cost estimation and 

profit percentage for your company
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