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Cost Accounting vs. Financial Accounting

Internal users — managers, department
heads, operations

To assist in planning, controlling, and
decision-making

No standardized rules; flexible and
customized

Present and future-oriented (planning
and forecasting)

Detailed focus on departments,
products, projects

Highly detailed (cost per product,
department, activity)

As needed — daily, weekly, monthly, or
per project

Optional — not legally required

Monetary and non-monetary (e.g., labor
hours, units produced)

Uses relevant valuation methods (e.g.,
replacement cost, opportunity cost)

Budgets, variance reports, cost
analysis, profitability by product/project

Pricing a product, analyzing efficiency,
break-even analysis

External users — investors, creditors,
regulators, tax authorities

To report the overall financial
performance and position of the
company

Follows strict standards (e.g., GAAP or
IFRS)

Past-oriented (records and reports
historical transactions)

Overall company-level reporting

Summarized and aggregated (total
revenue, total expenses, etc.)

Periodic — usually quarterly and
annually

Mandatory for public companies and
most private companies for compliance

Primarily monetary (dollars and cents)

Relies on historical cost principle

Balance Sheet, Income Statement,
Cash Flow Statement, Statement of
Equity

Preparing tax returns, annual reports for
investors



