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éACCOUﬂting is an essential field that intersects withé
évarious other disciplines. Its principles andé
éapplications extend beyond financial transactiOHS,é
éinfluencing decision-making, business strategy, andé
éeconomic policies. Below Is an overview of howé

accounting relates to other key disciplines:
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1.Accounting and Economics

Interrelationship:
eEconomics provides a framework for understanding market
behavior, resource allocation, and financial decision-making,
which accounting quantifies and reports.
«Concepts like cost-benefit analysis, demand-supply dynamics,
and inflation directly impact accounting decisions.

Example:
eInflation adjustments in financial statements.

«Cost accounting helps businesses allocate resources efficiently



2.Accounting and Finance

Interrelationship:
eFInance relies on accounting data to make investment,
budgeting, and risk assessment decisions.
eAccounting provides financial statements, while finance uses
them for valuation and forecasting.

Example:
«Financial ratios (ROI, liquidity ratios) help investors analyze
company performance.
«Capital budgeting uses accounting reports to evaluate project

feasibility.



3.Accounting and Management

Interrelationship:
«Management depends on accounting for budgeting, planning, and
performance evaluation.
eManagerial accounting aids in decision-making through cost
analysis, financial forecasting, and variance analysis.

Example:

« Budgeting helps managers control expenses.

o Performance reports guide strategic planning.



4.Accounting and Law
Interrelationship:
« Legal regulations, such as tax laws and corporate laws, influence
accounting practices.
o Accounting ensures compliance with laws through financial
reporting, auditing, and tax accounting.
Example:
o Companies follow GAAP/IFRS standards to meet legal
requirements.

e Tax accounting ensures compliance with income tax laws.



5.Accounting and Information Technology (IT)
Interrelationship:
o|IT has revolutionized accounting with software like Tally, SAP,
and QuickBooks.
eAccounting information systems (AIS) streamline financial data
processing and reporting.
Example:
«ERP systems integrate accounting with business operations.

eBlockchain enhances transparency in financial transactions.



6.Accounting and Mathematics

Interrelationship:
eAccounting relies on mathematical concepts for financial
calculations, cost analysis, and statistical forecasting.
«Mathematics helps in financial modeling, risk assessment, and
trend analysis.

Example:
eDepreciation calculations use mathematical formulas.

eProbability helps in risk assessment



/.Accounting and Statistics
Interrelationship:
o Statistical tools help accountants analyze financial trends and
make data-driven decisions.
o Sampling methods are used in audits and financial forecasting.
Example:
o Regression analysis in financial forecasting.

o Auditors use statistical sampling to verify transactions.



USERS OF ACCOUNTING INFORMATION

Accounting information is essential for various stakeholders to
make informed financial and economic decisions. These users are

broadly classified into internal users and external users.

1. Internal Users

Internal users are individuals or groups within an organization who

require accounting information for decision-making.



(i) Owners & Management

Business owners and managers rely on accounting information to
assess profitability, financial stability, and operational efficiency.
Helps in making strategic decisions, resource allocation, and
future planning.

(i) Employees & Trade Unions

Employees need financial data to understand the company’s
profitability and job security.

Trade unions use accounting reports to negotiate fair wages and

benefits for workers.



(ii1) Internal Auditors
They use financial data to check the accuracy and compliance

of accounting records.

Help in detecting fraud and improving internal controls.




2. External Users

External users are individuals or entities outside the organization
who rely on financial information for various purposes.

(1) Investors & Shareholders

Investors analyze financial statements to assess profitability and
future growth before making investment decisions.

Shareholders evaluate financial reports to determine dividends

and stock value appreciation.



(i1) Creditors & Lenders

Banks, financial institutions, and suppliers review accounting
Information to assess the creditworthiness of a company before
granting loans or extending credit.

(il1) Government & Regulatory Authorities

Governments and tax authorities require financial data to determine
tax liabilities, ensure compliance with laws, and regulate industries.
Agencies like SEBI, RBI, and Income Tax Departments use

accounting information for oversight and policy-making.



(iv) Customers & General Public

Customers analyze financial stability to ensure long-term business
relationships and product/service availability.

The general public, including researchers and analysts, use

financial reports for economic studies and comparisons.






