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Abstract- This journal analyses the application of information system in management accounting and also the potential and 
benefits of adopting information system methodologies in business management. Information system methodologies vary 
quite often but business strategies remain constant for years without major changes. Both of them are mandatory for small as 
well as large scale business. Accounting bodies and communities have constantly stressed on the need for a shift in 
accountant’s education by increasing the knowledge of information system. This paper examines the relationship between 
information system and managerial accounting.  
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I. INTRODUCTION 
 
In this study, cognitive computational modelling 
provides a mechanism for exploring the knowledge 
and actions involved in business management for 
managerial employees to help them to make an 
informed decision. The impact of technology in 
businesses like online trading, filming, advertising, 
banking is magnificent and has provided them a 
global customer base with the help of 
internetManagerial accounting provides information 
on budget, capital investment status, payback period 
etc. to the key decision makers. The pivotal use of 
managerial accounting would be significant for 
planning and control operations when it is blended 
with latest information system methodologies. For 
example- Charted Institute of Management 
Accountants(CIMA) has multiple information system 
papers into their course.  
 
II. BACKGROUND 
 
Information system and accounting from totally 
different background and history. Accounting has 
been in practice since 500 B.C till today without any 
significant changes. However, new technologies 
launched today become obsolete within couple of 
months. Elite management accounting bodies like 
Charted Institute of management accountants (CIMA) 
and the Association of Charted Certified Accountants 
(ACCA) has stressed on information system 
methodologies and emphasize that it has got the 
future to provide information to management for 
better decision making. 
 
III. RESEARCH PROBLEM 
 
The objective of incorporating information system 
methodologies in managerial accounting is to provide 
information and insights o management and 
shareholders who are in position to decide budgets, 
investments and long term planning with the help of 

managerial accounting. Essentially, the research 
problems are summarised as below-  
 
1) The effect of information system in managerial 
accounting may not be realised in increased profit 
because of hidden and indirect costs.  
2) Lack of understanding of technology especially in 
small scale business.  
3) Lack of awareness of best suitable technology to 
be adopted in business for managerial accounting.  
4) Lack of availability of experts to provide technical 
suggestions and implement technological methods in 
managerial accounting.  
5) The impact of incorporating latest technology may 
not be realised in shorter time period due to different 
nature of business.  
 
IV. OBJECTIVES OF THE RESEARCH 
 
The objectives of the research are as follow-  
1) To mix and blend the traditional with new 
technologies and successful information system 
methodologies.  
2) To examine the potentials and advantage of 
application of information system in managerial 
accounting.  
3) To enlighten the benefits of adoption of 
information system in managerial accounting to 
business organisations.  
4) To review the impact of information system in 
managerial accounting.  
 
V. LITERATURE REVIEW 
 
1) N.R Narayana Murthy, cofounder of Infosys 
discussed the challenges and the opportunity of 21st 
century information system and the rise of portfolio 
management in the IT world. He also focuses on 
theeffect of e-business as a current development in 
the audit. The Indian businessman recently 
formalized an e-commerce joint venture with world’s 
largest online retailer Amazon.com Inc.  
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2) Professor Glen R. Gray from California State 
University expressed his views on financial report 
using internet. He pointed out the confusions that 
may arise when it comes to web based reporting.  
3) David Kay, Global ecommerce at Motorola 
examines the investment on technology for 
organization on new support for customer service. 
The author also indicates that there are many vendors 
to provide return on investment analysing tools 
andsuch tools measure economy benefits from 
technology investment.  
 
3) David Kay, Global ecommerce at Motorola 
examines the investment on technology for 
organization on new support for customer service. 
The author also indicates that there are many vendors 
to provide return on investment analysing tools and 
such tools measure economy benefits from 
technology investment.  
 
4) Reliance Globalcom, an Indian firm emphasises to 
introduce technological methods in the field of 
education and healthcare. With the help ofits robust 
broadband infrastructureit provides high class 
education from two elite management colleges- 
XLRI, Jamshedpur and XLRI, Bhubneshwar to the 
doorsteps of any common Indian. It is also set to offer 
timely quality healthcare facilities at very affordable 
rates to a large section of Indian population 
irrespective of their geographic location 
 
VI. RESEARCH METHDOLOGY 
 
The study was undertaken over a period of five 
weeks. The main source of information was internet. 
Articles from sources like computer world, Business 
today, Emerald library, ACCA business and 
accounting and Info security magazine were used for 
reference. Based on the analysis of all information 
collected, a framework was developed 
 
VII. DISCUSSION, ANALYSIS AND 

RESEARCH 
 
Traditional Managerial accounting v/s Managerial 
accounting with information system In traditional 
accounting, the main concentration is on meeting 
legal and tax requirements. It focuses on manual 
collection of information or data of industry for 
development and business strategies. Managerial 
accounting is generally ignored by many 
organisations due to the hectic job of collecting 
information for internal users. The role of accounts 
department and accountant was only limited to 
organisation’s account functions. 
 
Application of information system methodologies in 
managerial accounting has changed the perspective of 
traditional managerial accounting. It finds application 
from education to ecommerce. New technologies 

nowadays support managerial accounting with 
financial accounting. It is prerequisite for accounting 
system to have complete management accounting 
module incorporated which includes budgeting 
system, investment planning system, standard costing 
system and stock control system packaged on one. 
The budgeting, planning and so on is crested by the 
system itself and the depth of the information 
provided depending on the capability of the 
technology adapted. The internet has pushed 
organisations to compete globally and take advantage 
of global market. Small companies no more have to 
fear large companies in competing for business. 
Internet allows small companies to post company’s 
financial and managerial accounting in their website 
to attract potential customers. Management 
accountants now have to shift their mind set towards 
technology and acquire the following skills-  
1) Computer skills  
2) Technology oriented  
3) Data modelling  
4) Making forecast  
 
VIII. APPLICATION OF INFORMATION 

SYSTEM IN BUSINESS 
MANAGEMENT- THE POTENTIALS  

 
Information system has made the future of any 
organisation to compete in global economy and 
provides the competitive advantage to reach to 
customers anywhere in the world. Technologies such 
as Data mining and Data warehouse have become 
very valuable. Automation has great potential too, it’s 
used to automate the data retrieval, recommending 
decisions and preparing reports.  
 
The required infrastructure is easily available and it is 
open system mode. It helps small scale firms to rise 
up with the help of internet and e-business. With 
online infrastructure well placed, organisations can 
make available the managerial accounting 
information to internal and external parties via the 
internet. Shareholders and investors are insisted to 
view such information before deciding further 
investment. Management has also restored for jobs 
like collecting data to technology. CIMA, the 
management body have initiated Business 
Information systems syllabus for the management 
accounting students. This is to ensure that future 
accountants are not only able to use management 
accounting technologies but also contribute towards 
exponential growth of IT in managerial accounting. 
 
IX. APPLICATION OF INFORMATION 

SYSTEM IN BUSINESS 
MANAGEMENT-THE BENEFITS  

 
The evidence that technology adapted in managerial 
accounting is able to revoke the traditional 
managerial limitations. Adapting technologies with 
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managerial accounting provides essential information 
to organisations growth and smart investment The 
data and information provided by the management 
accounting system is accurate and valid. The system 
is able to gather data and information from various 
resources or department using data mining 
technology. The data mining technology uses single 
database repository that stores various information 
needed by the accounting system 
 
CONCLUSION  
 
It is acceptable to companies that application of 
Information System in management is inevitable and 
many companies already looking towards 
implementation of IT based management accounting. 
Technology is vast changing and keeping track with 
the changes is a challenge to the company. The cost 
of implementation of the system is always a question 
because it is a non-profit supportive investment. The 
benefits can’t be seen in cash terms. However, the 
management can choose the system and technology 
according to their budget. Overall, applying 
technology in management accounting is in optimistic 
direction by the management in which they can 
benefit in terms of advantages provided by the 
technology. The close involvement by the 
management, accountant and users in implementing 
technology in the company in management 

accounting is much needed. At the end, it is to benefit 
everybody from shareholders, management and 
workers. 
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