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Accounting is a practice that dates back centuries. Luca Pacioli, an Italian mathematician from the 15th century, is known as the “father of accounting.” He developed the bookkeeping system of accounting still used today, known as the double-entry method. This involved using debits and credits to balance and maintain accounting records. Luca
Pacioli’s name has a lot of significance in the accounting world. The double-entry method is still widely used, and no other method has ever been capable of replacing it. It works, and has for centuries. Pacioli's book, “Everything About Arithmetic, Geometry and Proportions,” was the only one used for accounting study until the late 16th century. Cost
accounting today is recording budgeting, analyzing and determining costs for products manufactured. Although Pacioli did not actually invent cost accounting, he was very interested and concerned with tracking variance costs and working with budgets. This is where the idea of cost accounting came from. In cost accounting, the two main types of
costs that analysts are interested in are variable costs and fixed costs. As people studied cost accounting, they realized that certain costs were always the same, while other costs varied. The costs that remained the same are called fixed costs. These costs include things like rent, utilities, office expenses and depreciation. These are costs the company
figures on each month, with virtually no change in data at all. Variable costs, on the other hand, represent costs that vary based on usage. These costs include many different things including labor, raw product costs, machine repair and maintenance costs, supervisory costs and many more. These costs vary based on production levels and the costs of
goods. Business owners watch these costs closely to keep them minimized. Cost accounting is based on the theory of making the most products or providing the most service for the least amount of money. Sometimes increasing production of an item by a certain percentage causes little to no increase in cost, but a much greater increase in produced
material or products. Analysts try to find the point in production where the costs equal the value of the product. This is the break-even point. From here it is their job to determine which way production goes to make the most profit for the least cost possible. The relationship between cost accounting and management accounting is that they're for
internal use only. Unlike the accountant who prepares your balance sheet and income statement, cost and management accountants don't show their work to outsiders. The information is for you and your management team to use in your decisions. Cost accounting crunches numbers to figure out the cost of products, processes and products.
Management or managerial accounting includes a lot of the same information, but emphasizes analysis more, to help management make informed decisions. Cost accounting breaks down the costs associated with your company's manufacturing or service operations. A big part of the job is calculating the unit costs of products: How much does Widget
X cost to make when you figure in raw materials, labor and overhead? Cost accountants also figure out how to allocate overhead costs between different departments and projects and calculate the cost of goods sold. Cost accounting started in manufacturing, but it's also useful to businesses that provide services. A bank, for example, can use cost
accounting to determine the cost of processing checks, maintaining savings accounts and servicing loans. They can use that to set prices on various services. Managerial accounting uses a lot of the same information about production costs. That's one of the similarities between cost accounting and management accounting. Managerial accounting,
however, places more emphasis on analyzing the figures and making recommendations: What is the breakeven point where sales revenue will equal the costs? What bottlenecks and inefficiencies in the production process are driving up costs or reducing revenues? How should management invest the firm's capital? Forecasting costs and revenues for
the coming quarters or years. One of the similarities between cost accounting and management accounting is that they're for internal use by management, not for investors or regulators. When the financial accountants crunch information about costs to help prepare the balance sheet and the income statement, that's for outsiders to read. The results
and the methods have to conform to Generally Accepted Accounting Principles (GAAP). That way there's no question about what the statements mean or how the accountant figured the company's net worth. Cost accounting and management accounting can, therefore, be presented in any format that suits management. The presentation may differ
between one company and another, whereas GAAP-regulated material will always be uniform. Other similarities between cost accounting and management accounting are due to using a lot of the same information. The figures generated by cost accounting are essential for management accountants to analyze the company's finances and make
recommendations or presentations to upper management. A difference between management accounting and cost accounting is that management accounting may employ financial data and metrics that go beyond cost. Another of the similarities between cost accounting and management accounting is that they're both important in business decisionmaking. However, management will usually distinguish between cost and management accounting and apply them to different purposes. Cost accounting gives management information about how much products, projects, processes and services cost the company. It helps management take steps to control costs. Cost accounting helps management
set prices. Once a company knows the cost of its goods, it can set prices based on the profits it wants. Cost accounting helps management make other decisions, such as whether it's cheaper to make or buy a component, whether they can afford to cut the selling price in an economic slump or whether a project should shut down or keep going.
Management accounting can help with the same decisions, and more: Has the company's strategy been effective at boosting profits? Is a given market worth entering? Do variations in income or spending indicate a problem that needs resolving? Is the company meeting the projections in your budget forecasts? If not, what are the reasons? Are there
current trends in the industry the company should adapt to? A company’s production department is full of costs. Each cost represents a part of materials, labor or overhead needed to produce finished goods. Conversion costs include direct labor and manufacturing overhead. These items are necessary to convert raw materials into finished products.
Companies often have different methods for computing these costs and applying them to produced goods. Cost accountants are the primary individuals for reviewing production data and calculating the conversion costs. This process continues in perpetuity until the company stops producing goods. Track the labor needed to transform raw goods to
finished products. Require all production employees to sign in and out on a time sheet document. Add up all the hours and multiply by the labor costs to determine aggregate direct labor costs for the project. Identify all indirect costs associated with running the production department. These costs include maintenance, utilities, quality-control wares,
production facility security, depreciation and minor supplies. Total all the manufacturing overhead costs. A common method for this is to include all these costs for a certain time period, such as one month. Add the total direct labor costs and the total manufacturing overhead costs. Divide the total cost from Step 5 by the number of goods produced
during the same time period. This represents the conversion cost per unit for all produced goods. Tips Both job order and process costing can use conversion costs for producing goods. Companies may be more willing to apply this concept to process costing, however, due to the inherent characteristics found in this production method. Is it worth it?
Most financial decisions come down to this one simple question. Determining the answer, however, is not so simple. Whether an investment is seen as a profit or as a loss may depend on the types of costs analyzed. While revenue minus expenses equals profit, not all expenses qualify. Generally, profitability is determined by examining two types of
costs: accounting costs and economic costs. Accounting costs, also known as explicit costs, are costs that involve money being spent. Examples include rent, interest payments and utility bills. Another example would involve the decision to become a full-time student. Suppose someone quits her job and becomes a full-time student. If this person pays
$30,000 for tuition and textbooks, but finds a $40,000-a-year job after graduation, her profit after attending college and working for one year is $10,000 (40,000 - 30,000 = 10,000). In this scenario, the $30,000 represents accounting costs, and the $10,000 can be thought of as accounting profit. Economic costs include accounting costs and implicit
costs. Implicit costs, also known as opportunity costs, do not involve spending money; rather, they involve opportunities to earn money that are abandoned in a financial decision. Using the previous example with the college student, if the college student gave up a $20,000-a-year job to go to school for four years, the opportunity cost would be $80,000
(20,000 x 4 = 80,000). In this scenario, the college student would have a $70,000 economic loss one year after graduation, even with the $40,000 job (40,000 - 30,000 - 80,000 = - 70,000). Sunk costs are costs that have already been incurred. In the scenario with the college student, the opportunity cost in the decision was the loss of a $20,000-a-year
job. However, if the person was already planning on leaving that job, it would be a sunk cost. The $20,000 job would be lost whether the person went to college or not. Unlike accounting and economic costs, sunk costs should not be considered when making financial decisions. Whether a project is deemed profitable can depend on which costs are
analyzed. Accounting costs are most often used to determine profitability, but economic costs should not be ignored. If office or building space that could have been used for something else is used in a project, the opportunity cost should be taken into account. Ignoring economic costs or using sunk costs in a decision can artificially increase or
decrease profit. Councillor Colin Matthews was filmed shouting “do not touch my property” at his neighbour Mark Ashwin.SAS Nagar (Punjab) [India], July 3 (ANI): Aam Aadmi Party (AAP) workers on Friday protested near Punjab Chief Minister Capt Amarinder Singh's Siswan farmhouse here against "power cuts" in the state.New Delhi [India], July 3
(ANI): Bollywood actor Shilpa Shetty joined the clan of celebrities who have taken the second jab of the COVID-19 vaccine by receiving the second shot on Saturday.Dehradun, Jul 3 (PTI) Pushkar Singh Dhami will be the new chief minister of Uttarakhand following his election on Saturday as the leader of the BJP legislature party in the hill state
where assembly elections are due next year.Bengaluru (Karnataka) [India], July 3 (ANI): Indian Super League (ISL) side Bengaluru FC on Saturday announced that defender Yrondu Musavu-King signed a two-year extension, adding to his earlier short term contract with the club.New Delhi, Jul 3 (PTI) Union minister Jitendra Singh on Saturday said
there is a progressive decline in COVID-19 cases in all eight northeastern states but cautioned that the fall in active cases must be followed with greater thrust on vaccination and strict observance of relevant protocols.Singapore, Jul 3 (PTI) Singapore Prime Minister Lee Hsien Loong on Saturday lauded the local Sikh community for providing support
to people through various assistance programmes during the COVID-19 pandemic regardless of race, religion or background.Lucknow, Jul 3 (PTI) The Uttar Pradesh government on Saturday said nine new medical colleges will come up in the state this month and these will be inaugurated by Prime Minister Narendra Modi.Washington [US], July 3
(ANI): An international team of researchers with a recent survey found that nearly all patients with cancer developed a good immune response to the COVID-19 mRNA vaccines three to four weeks after receiving their second dose.The Amazing Spider-Man celebrates its ninth anniversary today. Starring Andrew Garfield as Peter Parker, this Marc
Webb-directorial released five years after Tobey Maguire's last Spider-Man film. While the previous trilogy had a huge fanbase, the Garfield-starrer too managed to receive high praises from critics and viewers. But, the Breathe actor was not the only factor behind the success of the 2012 film. Here's more.The UK's fourth largest supermarket accepts
an offer from the US owner of Majestic Wine.Tunisian Red Crescent says navy officials rescued 84 people attempting Mediterranean crossingBhopal, Jul 3 (PTI) A BJP MLA in Madhya Pradesh on Friday said he has withdrawn his recommendation to allot money from his Local Area Development Fund for an oxygen plant at a civil hospital in Rajgarh
district as the administration kept dilly-dallying.Market capitalization is a common way of looking at the relative size of a company.More than 10 billion pesos ($204 million) in pandemic aid intended for poor Philippine families is unaccounted for, boxer-turned-senator Manny Pacquiao said on Saturday, adding this was just one of the discoveries in his
corruption investigation. Pacquiao on Thursday accepted Philippine President Rodrigo Duterte's challenge to show evidence of corruption in his government, and the boxing superstar said his findings about missing funds were the tip of the iceberg. Irene Dumlao, spokesperson at the Department of Social Welfare and Development which is overseeing
the distribution of cash aid, said the agency would cooperate with any investigation.Mumbai, Jul 3 (PTI) With work from home becoming a norm due to Covid-19, a survey has revealed that 59 per cent men interviewed admitted that work-related stress is affecting their personal lives.The England and Wales Cricket Board [ECB] has announced a 16man squad for the upcoming three-match One-day International series against Pakistan. The squad boasts of the same names that are currently locking horns with Sri Lanka in the ODI series. Jason Roy and Jonny Bairstow will spearhead the opening pair followed by the in-form Joe Root at No.3 and skipper Eoin Morgan at No.4. Sam Billings features
as the first-choice wicketkeeper-batsman while the likes of Liam Livingstone, Sam Curran, andWashington [US], July 3 (ANI): Preschool children are naturally curious to learn more but the difficult question of how to harness this natural curiosity has been detailed by researchers at the Rutgers University.Follow all the action from day six in
SW19Mumbai (Maharashtra) [India], July 3 (ANI): Photographers at the Gateway of India in Mumbai are among the people affected by the COVID-19 pandemic as the number of tourists coming to the place has declined due to the restrictions imposed by the authorities.
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