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[ Paradigm Shift in the Management Accounting Practices in India ]

Dr. Piyush Mehta*
Dr. Mukesh Bhojwani**

Abstract

Management accounting is an accounting branch which provides and presents commercial, economic, accounting
and operational details to the management, managers and accountants to make important decisions thereby be-
coming an integral part of an organization. During the past decades, in India, the competition among businesses has
increased and with rapid changing working environment of businesses, there has been criticism and reviews have
cautioned about the usefulness, performance, efficacy and value of traditional and usual management accounting
practices for not supporting managers for decision-making.

India is a developing mixed-economy and is among the fast growing economies in the Asia and World. In 1991, Indian
economy was liberalized and has changed the information requirements of the Indian companies. Indian economy is
currently experiencing transformation due to GST, demonetization, digital banking, global competition, e-commerce,
technology advancement, etc. The earlier practices adopted in management accounting was related to costing, bud-
geting and variance analysis which has changed to advisory, focuses on decision-making, strategic planning, long
term growth and to optimize business operations.

The present paper tries to study the opportunities, challenges and vicissitude in the Indian economy which has com-
pelled to shift principles and practices of management accounting from conventional model to the model of value
creation. This paper attempts to show various developments which are followed and implemented in India in manage-
ment accounting field which are beneficial for India.

Keywords - Decision-Making, Economy, India, Management accounting, Practices

Introduction partnering in management decision making, devising
planning and performance management systems, and

Management Accounting is accounting for manage- providing expertise in financial reporting and control

ment and managers. It is concerned with the data col- to assist management in the formulation and imple-

lected from internal and external sources and these mentation of an organization’s strategy” (Institute of

data are processed and analyzed to interpret the re- Management Accounting, 2008).

quired information to be communicated to the man-

agement, managers and accountants to perform their As per Hilton and Platt:

respective functions. It is helpful for the management “Management Accounting is the process of identify-

as a support system tool for decision-making and al- ing, measuring, analyzing, interpreting and communi-

so helps in policy formulation. Now-a-days, the role cating information in pursuit of organization’s goals.

of management accounting has become bigger than Management accounting is integral part of manage-

earlier days. The importance of management account- ment process” (Hilton and Platt, 2014).

ing lies in providing information and contributing and

helping managers in making better decisions. The Association of International Certified Professional

Accountants (AICPA) views:
According to the Institute of Management

Accountants (IMA): “Management accounting as a practice which has al-
so extended to Strategic Management, Performance
“Management Accounting is a profession that involves Management and Risk Management.”
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