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Unit Content: (Syllabus)

On successful completion of this unit a student 
will be able to:

• Demonstrate an understanding of Management 
Accounting Systems.

• Apply a range of management accounting 
techniques

• Explain the use of planning tools used in 
management accounting

• Compare ways in which organizations could 
use management accounting to respond to 
financial problems.
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Learning Outcome 1:

Upon completion of this Learning Outcome, students 
should:

• Demonstrate an understanding of Management 
accounting systems

To realize the above objective the student should be 
able to:

P.1 Explain management accounting and give the 
essential requirements of different types of 
management accounting systems.

P.2 Explain different methods used for management 
accounting reporting.
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Week 2 -
Different types of Management 
Accounting Systems:

Assessment Criteria P1.2:

Upon completion of this lesson, students will be 
able to:

• Identify the tenets of the following 
Management Accounting Systems: -
• Cost Accounting System

• Inventory Management System

• Job-Costing System

• Price-Optimization System

• Identify the Benefits of Different types of 
Systems

Level 4: 
Unit 5



Week 2 – Different types 
of Management 

Accounting Systems
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Week 1: Recap

• What is Management Accounting?

• How Does Management Accounting differ from Financial 
Accounting?

• Who are the primary users of Management Accounting 
information?

• What is a Management Accounting System?

• Principles of Management Accounting
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Different types of Management 
Accounting Systems

• Management Accounting Systems vary in their use

• Each system is designed to give Management varying 
information based on the needs of Management, to aide in 
the decision making.

• The most basic types of Management Accounting Systems 
are:
• Cost Accounting System

• Inventory Management System

• Job-Costing System

• Price-Optimization System
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Cost Accounting Systems

• Definition: A cost accounting system (also called product 
costing system or costing system) is a framework used by 
firms to estimate the cost of their products for profitability 
analysis, inventory valuation and cost control.

L.O. 1: 
P1.2



Cost Accounting Systems 
(cont’d)

There are two main cost accounting systems:

• Job Order Costing

• Process Costing

In a cost accounting system, cost allocation is carried out 
based on either traditional costing system or activity-based 
costing system.
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Inventory Management Systems

What is Inventory?

• Inventory (stock) represents a business’s stocked goods or 
materials, and as such, the terms stock and inventory are 
often used interchangeably. Inventory can be viewed as 
either used up to do a job, inputs in a production process or 
products sold to customers.

What is an Inventory Management System?

• An inventory management system combines the use of 
desktop software, barcode scanners, barcode printers, and 
mobile devices to streamline the management of inventory 
(e.g. goods, consumables, supplies, stock, etc.).
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Inventory Management Systems 
(cont’d)

How Inventory Control Works

• At its core, inventory control works by tracking two main 
functions of your stock room or warehouse — receiving 
(incoming) and shipping (outgoing). The goal of inventory 
control is to accurately know current inventory levels and 
automatically minimize understock and overstock situations. 
By efficiently tracking quantities across stocking locations 
you’ll have insight and be able to make smarter inventory 
decisions.
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Inventory Management Systems 
(cont’d)

Popular functions of an Inventory Management System:

• Create Purchase Orders

• Receive, relocate, adjust and dispose of inventory

• Create sales orders

• Pick, Pak and ship

• Physical inventory counts and cycle counts

• Create, run, schedule and share reports

• Print barcode labels
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Inventory Management Systems 
(cont’d)

Benefits of an Inventory Management System:

• Improves a company’s bottom line 

• Improves inventory accuracy 

• Improve Company Workflow
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Job Costing System

What is a Job Costing System?

A job costing system involves the process of accumulating 
information about the costs associated with a specific 
production or service job. This information may be required in 
order to submit the cost information to a customer under a 
contract where costs are reimbursed. 
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Job Costing System (Cont’d)

A job costing system needs to accumulate the following three 
types of information:

• Direct Materials

• Direct Labour

• Overhead costs

In practice, a job costing system may have to be tailored to 
the requirements of the customer. Some customers only allow 
certain costs to be charged to their jobs. 
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Price Optimising System

Price Optimization Systems are mathematical programs that 
calculate how demand varies at different price levels, then 
combine that data with information on costs and inventory 
levels to recommend prices that will improve profits. 
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How Price Optimising Systems 
work

A Price Optimization System should factor in three critical 
pricing elements: 

1. Pricing strategy, 

2. The value of the product to both buyer and seller, and

3. Tactics that manage all elements impacting profitability

L.O. 1: 
P1.2



Why do companies use Price 
Optimization Systems

Price Optimization Systems help businesses determine:

1. Initial pricing, 

2. Promotional pricing, and 

3. Markdown (or discount) pricing
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Conclusion

The right Management Accounting system is just as important 
as selecting the right manager for any company.

As the system is hoped to provide management with the most 
accurate and reliable information, Managers have to ensure 
that the right system for their business model is selected for 
implementation.

An Agile system is smart system.
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