
DIFFERENCE BETWEEN FINANCIAL AND MANAGEMENT 
ACCOUNTING 

Financial accounting and management accounting are two distinct branches of 
accounting that serve different purposes within an organization. Here are the key 
differences between financial accounting and management accounting: 

1. Purpose: 
 Financial Accounting: The primary purpose of financial accounting is to provide 

information about the financial performance and position of a business to 
external stakeholders such as investors, creditors, government agencies, and the 
general public. It focuses on producing financial statements, including the income 
statement, balance sheet, and cash flow statement, which are used for decision-
making by external parties. 

 Management Accounting: Management accounting, on the other hand, is 
focused on providing information to internal management for planning, decision-
making, and control purposes. It helps managers in making informed decisions 
related to the day-to-day operations, strategy formulation, and performance 
evaluation of the organization. 

2. Users: 
 Financial Accounting: The primary users of financial accounting information are 

external stakeholders, such as investors, creditors, regulatory authorities, and the 
public. The information is presented in a standardized format to ensure 
comparability and transparency. 

 Management Accounting: The primary users of management accounting 
information are internal stakeholders, including managers, executives, and 
employees. The information is tailored to meet the specific needs of 
management and may not follow standardized reporting formats. 

3. Time Focus: 
 Financial Accounting: Financial accounting typically has a historical orientation. 

It records and reports past transactions and events to provide an accurate 
representation of the financial position and performance of a business over a 
specific period. 

 Management Accounting: Management accounting often has a future-oriented 
approach. It involves budgeting, forecasting, and planning to assist management 
in making decisions that will affect the organization's future performance. 

4. Regulation and Standards: 
 Financial Accounting: Financial accounting is subject to external regulations 

and accounting standards set by regulatory bodies such as the Financial 
Accounting Standards Board (FASB) in the United States or the International 
Financial Reporting Standards (IFRS) globally. 

 Management Accounting: Management accounting is not subject to external 
regulations and has more flexibility in terms of the methods and techniques used. 
There are no universally accepted standards, and organizations can tailor their 
management accounting systems to meet their specific needs. 



5. Reporting Frequency: 
 Financial Accounting: Financial statements are typically prepared on a periodic 

basis, usually quarterly and annually, to meet external reporting requirements. 
 Management Accounting: Reports can be prepared as frequently as needed by 

internal management, ranging from daily to monthly, depending on the 
organization's requirements. 

In summary, while financial accounting is primarily concerned with providing information 
to external stakeholders for financial decision-making, management accounting is 
focused on providing information to internal management for operational and strategic 
decision-making. 
 


