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Abstract

In the context of profound adjustments in the global economic landscape and
increasingly intense market competition, fluctuations in raw material prices and rising
labor costs are continuously compressing enterprise profit margins. Strengthening cost
control has thus become a core issue for achieving sustainable development. As a key
tool focusing on internal management and spanning the entire process of value creation,
management accounting demonstrates unique value in enterprise cost control. It not
only provides multidimensional cost information support but also offers diversified
control methods and ensures the effective implementation of the control process. Based
on the correlation between management accounting and enterprise cost control, this
paper conducts an in-depth analysis of its specific application paths in cost forecasting,
decision-making, control, and performance evaluation. It further proposes targeted
measures to enhance application effectiveness, including raising awareness, improving
personnel competence, strengthening information technology, and establishing sound
regulations. The aim is to provide systematic theoretical reference and practical
guidance for enterprises to optimize cost management models and enhance market
competitiveness.
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1. Introduction

With the deepening of economic globalization, enterprises face an increasingly complex
business environment, in which cost control has become a core factor affecting survival and
development. Traditional financial accounting is gradually showing its limitations in cost
management, as it mainly focuses on ex-post accounting and reporting, and struggles to meet
the refined management needs of ex-ante planning and in-process control[1-3]. Management
accounting, characterized by its orientation toward internal management, emphasis on process
control, and value creation, provides new perspectives and methods for enterprise cost control.
In today’s market environment, competition among enterprises is not only about products and
services but also about the level of cost management. Effective cost control can help reduce
operating expenses, improve the cost-effectiveness of products and services, and thereby
enhance competitiveness. Studying the application of management accounting in enterprise
cost control provides scientific decision-making support for management and promotes overall
improvement in enterprise management practices.
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2. The Correlation between Management Accounting and Enterprise Cost
Control

2.1. Providing Cost Information Support

In the process of cost control, enterprises require comprehensive and accurate cost information.
Management accounting collects, organizes, analyzes, and processes cost data from production
and operations, providing multidimensional and multi-level information, including direct costs,
indirect costs, variable costs, and fixed costs. For example, in the case of a refrigerator product
from Midea Group, a large manufacturing enterprise, traditional cost accounting showed that
direct costs accounted for about 60% and indirect costs for about 40%. However, the allocation
of indirect costs was vague. By introducing management accounting concepts, the financial
team applied Activity-Based Costing (ABC), distributing indirect expenses—such as equipment
depreciation, workshop staff salaries, energy consumption, and other overheads—precisely
according to the proportion of activity consumption (see Figure 1). Costs were also classified
by behavior, with variable costs representing 75% of the total and fixed costs 25%, forming a
dynamic cost analysis model. Management discovered that the high proportion of indirect costs
was leading to a lower profit margin, which was traced back to suboptimal production line
utilization. After optimizing production scheduling, the product’s cost was reduced by 12
percentage points. With such detailed cost data, enterprises can pinpoint excessive cost areas
and implement targeted control measures[4-6].
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Figure 1. Cost Structure of Refrigerator Product

2.2. Providing Methodological Support for Cost Control

Management accounting offers a systematic set of scientific cost control methods, including
Standard Costing, Target Costing, and Activity-Based Costing. Standard Costing involves setting
cost standards, comparing actual costs with standard costs, identifying variances, and taking
corrective measures. This method is suitable for enterprises engaged in standardized
production, helping to promptly identify and eliminate waste in production processes. Target
Costing is guided by market demand, identifying the target cost of a product and implementing
cost control throughout design and production to ensure the product meets market needs while
achieving expected profits. This approach is widely applied in highly competitive consumer
goods industries. Activity-Based Costing identifies, measures, and analyzes activities to allocate
costs precisely to them, thereby eliminating non-value-added activities and reducing costs. It is
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especially suitable for enterprises with high proportions of indirect costs. By offering multiple
methodological options, management accounting enables enterprises to choose approaches
that best align with their industry characteristics and operating conditions.

3. Specific Application Paths of Management Accounting in Enterprise
Cost Control

3.1. CostForecasting Stage

In the context of a constantly changing market environment and increasingly complex business
activities, reasonable cost forecasting enables enterprises to anticipate cost trends in advance
and provide valuable references for operational decision-making. Management accounting
employs methods such as regression analysis, trend forecasting, and cost-volume-profit (CVP)
analysis. By combining historical cost data, market supply and demand conditions, and
production plans, it estimates the cost levels over a certain future period. Regression analysis
builds models to predict future costs by examining relationships between historical costs and
influencing factors; trend forecasting projects future cost trajectories based on past variations,
thereby clarifying the focus and direction of cost control and laying the foundation for budget
planning. At the early stage of new product development, management accounting can estimate
production costs based on design schemes, raw material price trends, and manufacturing
processes[7-9]. These forecasts provide key references for decisions on whether to launch
production and how to price the product, helping to prevent erroneous decisions caused by
inaccurate cost estimation.

3.2. CostDecision-Making Stage

Cost decision-making builds on cost forecasting by comparing alternative cost plans to select
the most optimal one. In the course of business operations, enterprises face numerous cost-
related decisions, such as determining production batches, choosing procurement methods for
raw materials, or deciding whether to update equipment[10-11]. These decisions have a
significant impact on cost levels. Management accounting conducts detailed calculations and
analyses of alternative options, applying tools such as differential analysis and marginal
analysis to compare cost-benefit outcomes and provide objective, scientific decision support
for management. Differential analysis evaluates alternative options by calculating the
difference between incremental revenues and costs, while marginal analysis focuses on the
relationship between marginal costs and marginal revenues to identify the optimal level of
output. In making cost-related decisions, management accounting considers not only short-
term costs but also long-term cost impacts to ensure that decisions are sustainable and well-
grounded.

3.3. Cost Control Stage

During the process of production and operations, costs are often unstable and require
appropriate measures to control. Management accounting establishes cost control standards
and allocates cost targets across departments, processes, and positions, clearly defining
responsibilities so that each employee understands their role in cost control. Using methods
such as Activity-Based Costing (ABC), it analyzes operations within the production process,
identifying value-added and non-value-added activities. By eliminating non-value-added
activities, such as unnecessary material handling or redundant inspections, enterprises can
improve operational efficiency and reduce costs. Management accounting also monitors costs
in real time, promptly identifying deviations and adopting corrective measures to ensure cost
control objectives are achieved. For example, it can track material consumption and labor hours
during production. If actual consumption exceeds established standards, the production
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department is immediately notified to adjust operations, thereby preventing further cost
overruns.

3.4. Cost Assessment Stage

Cost assessment summarizes and evaluates cost control efforts, aiming to determine whether
objectives have been achieved and to motivate departments and employees to actively engage
in cost management. A scientific and well-designed cost assessment system ensures that cost
control measures are implemented effectively and prevents cost management from becoming
mere formalities[12-13]. Based on cost control objectives and departmental responsibilities,
management accounting establishes detailed performance indicators and standards, such as
cost reduction ratios, cost variance ratios, and unit product costs. These indicators are used to
evaluate departmental and individual performance, linking results to incentive mechanisms
such as compensation and promotions. This motivates continuous improvement in cost
management. For example, the cost reduction rate and variance rate of each workshop can
serve as evaluation metrics: workshops exceeding targets may be rewarded, while those failing
to meet objectives may be penalized, with further investigation into the causes. Such practices
enhance the overall effectiveness of enterprise cost control.

4. Safeguard Measures to Enhance the Effectiveness of Management
Accounting in Enterprise Cost Control

4.1. Attaching Great Importance to Management Accounting

The extent to which senior management values management accounting directly affects its
effectiveness in enterprise cost control. During business operations, managerial decisions and
guidance play a pivotal role. Management’s understanding and attitude toward management
accounting determine its position and function within the enterprise. If management fully
recognizes its importance in cost control and integrates it into strategic planning and daily
operations-while providing the necessary resources and support such as staffing, funding, and
technology-this creates a favorable environment for its application. Senior managers should
strengthen their guidance and supervision of management accounting, regularly review work
reports, keep track of cost control progress, and promptly resolve emerging problems. This
ensures that management accounting activities advance in line with established objectives and
plans, thereby maximizing their role in cost control.

4.2. Enhancing the Professional Competence of Accounting Personnel

With the ongoing development and refinement of management accounting, higher
requirements are being placed on the professional knowledge and skills of accountants. They
must not only master traditional financial accounting knowledge but also be proficient in
management accounting theories and methods, data analysis skills, and the application of
information technologies. Enterprises should strengthen training and education by formulating
systematic training programs, regularly organizing participation in workshops and seminars
on management accounting, and enhancing employees’ mastery of relevant methods and tools
for cost control. Training content may include fundamental principles of management
accounting, cost control approaches, and information technology applications. Enterprises
should encourage continuous learning and practical experience accumulation so that
accountants can enhance their analytical and problem-solving abilities through real-world cost
control projects. Additionally, by introducing highly qualified management accounting
professionals, enterprises can optimize team structures, elevate overall competence, and
provide strong talent support for the application of management accounting in cost control[14].
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Table 1. Comparison of Changes in Accountants’ Competence

Ability types Pre-improvement mastery Post-improvement mastery
level (%) level (%)

Data analysis ability 25 80

Information technology application | 40 90

ability

Cost control tool application ability | 35 95

Practical problem-solving ability 45 90

4.3. Improving Enterprise Information Systems

Information system construction provides the technical backbone for applying management
accounting in cost control. Management accounting must process a large volume of cost data
involving procurement, production, and sales. Traditional manual processing is inefficient,
error-prone, and fails to meet the timeliness and accuracy requirements of cost information.
Robust information systems can realize real-time collection, transmission, and processing of
cost data, thereby improving both accuracy and timeliness. Enterprises should increase
investment in information systems by building comprehensive enterprise management
systems such as ERP, linking management accounting modules with production, sales, and
procurement modules to achieve data sharing and integration. This allows management
accountants to access cost data quickly and accurately. Enterprises should also strengthen
system maintenance and establish sound data security regulations to ensure safe and stable
operation, preventing data leakage or loss. This provides reliable technical support for
management accounting and enhances the efficiency and quality of cost control work.

4.4. Establishing and Improving Relevant Regulations and Systems

Sound regulations and systems standardize management accounting activities and ensure they
are carried out in an orderly manner. Enterprises should establish comprehensive regulations
covering responsibilities, authority, workflows, and methodologies. For example, they should
introduce clear job responsibility systems for management accounting positions, define the
scope, methods, and procedures of cost accounting, and establish cost control systems
specifying objectives, responsibilities, and incentive measures. Enterprises should also
strengthen supervision and enforcement by creating dedicated oversight teams to regularly
inspect and evaluate compliance. Violations should be strictly dealt with to guarantee effective
implementation. Through the improvement of regulations and systems, enterprises can
provide institutional guarantees for the application of management accounting in cost control,
thereby enhancing its standardization and effectiveness.

5. Conclusion

Management accounting plays an irreplaceable role in enterprise cost control by providing both
informational support and methodological tools, laying a solid foundation for effective cost
management. Its application in cost forecasting, decision-making, control, and assessment
offers clear and targeted pathways to achieve refined cost management. However, to fully
leverage its potential, enterprises must attach great importance to management accounting,
improve the professional competence of accounting personnel, strengthen information system
construction, and establish sound regulations and systems. With the continuous improvement
of enterprise management practices and the advancement of management accounting theory,
its application in cost control will become more comprehensive and in-depth, providing strong
support for the sustainable development of enterprises.
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