Accounting for Managerial Decisions
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Learning Objectives
The course aims to enable students to acquire knowledge of concepts, methods and various techniques
of accounting for the purpose of managerial planning, control and decision making.

Learning Outcomes

After completion of the course, learners will be able to:

1. Analyse fundamentals of accounting and its branches.

2. Examine financial statements and their uses in managerial decision making.

3. Explore the budgetary control system as a tool of managerial planning and control.

4. Utilize the concept of cost-volume-profit analysis for use in short-term decision making.

5. Evaluate the concept of relevant cost and make decisions related to different business situations using
marginal costing and differential costing techniques.

Course Contents:

Unit 1: Fundamentals of Accounting (9 hours)

An Overview of Accounting: meaning, scope, objectives, accounting as part of information system,
branches of accounting. Financial accounting process, accounting concepts, accounting standards.
Basic cost concepts, cost classification, cost sheet, an overview of various types of costing methods.

Unit 2: Financial Statements and their Analysis (9 hours)
Understanding of financial statements. Interpretation of financial statements with the help of ratio
analysis (liquidity ratios, profitability ratios, turnover ratios and solvency ratios) and cash flow analysis.

Unit 3: Budgetary Control System (9 hours)
Concept of budget, budgeting and budgetary control; objectives, merits and limitations; Functional
Budgets; Fixed and Flexible budgeting.

Unit 4: Cost Volume Profit Analysis and Decision Making (18 hours)

Concept of marginal cost and marginal costing, marginal costing equation and contribution margin,
Cost-volume-profit analysis; Break-even Analysis, Profit-volume ratio, break-even point, angle of
incidence, margin of safety, key factor. Steps in decision making process. Concept of relevant costs.
Solving various short -term decision making problems using marginal costing and differential costing
techniques — Profitable product mix, Acceptance or rejection of special/ export offers, Make or buy,
Addition or elimination of a product line, and pricing decisions.
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Note: Use of Spreadsheet should be encouraged for doing basic calculations for various topics in
the course and giving students subject related assignments for their internal assessment purposes.

Exercises

The learners are required to

1. Identifying the costs of different business activities.

2. Prepare financial statements for manufacturing or service organisation
3. Identify budgeting decisions of different firms

4. Identify cost volume profit analysis of different firms.

5. Generate accounting reports for decision making in specific situations
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