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ABSTRACT

Management accounting plays a very important strategic role in improving the profitability of the
service sector. Its function goes beyond the mere recording of financial transactions to include
analyzing and managing operational costs with a critical and in-depth approach. Through
techniques such as activity-based costing, companies can accurately identify key cost sources and
implement more effective control measures. The results of this analysis allow companies to set
more competitive prices, increase profit margins, and maximize operational efficiency.
Management accounting provides data and insights that are essential for strategic decision-
making. Accurate information on financial and operational performance enables management to
assess the effectiveness of various business initiatives, including new product development and
market expansion. This critical analysis helps identify areas where efficiency can be improved
and costs can be reduced, thereby supporting long-term strategies for sustainable growth. The
integration of management accounting principles into the operational strategies of service
companies enables them to face the challenges of a dynamic market, improve competitiveness,
and achieve sustained profitability. Management accounting not only helps in cost control but
also makes a significant contribution in improving the quality of decision making and strategic
planning. A suitable approach for companies can achieve better financial and operational goals,
ensuring sustainability and steady growth in an increasingly competitive business environment.
Management accounting, thus, is a tool that not only supports efficiency but also encourages
innovation and strategic adaptation critical for long-term success.
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INTRODUCTION

The service industry in the modern economy not only serves as an important
service provider but also as a major driver of economic growth (Mutiasari, 2020). Facing
increasing competitive pressures, service companies are faced with the challenge to not
only maintain operational sustainability but also to achieve optimal profitability.
Effective cost management is key in achieving this goal, and management accounting
plays a central role in providing relevant financial information for strategic decision
making (Usman, 2022). The application of management accounting in the service sector
is often complex and challenging (Jayanti, 2020). Factors such as variations in services,
fluctuations in demand, and uncertainty in operating costs can affect a company's ability
to effectively control costs and optimize profitability (Lestari, 2024). A critical approach
is needed to evaluate how management accounting concepts, such as cost-variance
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analysis, service pricing, and financial risk management, can be adapted and optimized
for these unique conditions. This research aims to explore how service companies can
improve their management accounting effectiveness in the face of fast-changing market
dynamics and increasingly complex consumer needs (Akbar, 2024). By looking at case
studies and an in-depth literature review, this analysis will identify best practices as well
as challenges faced in implementing management accounting effectively (Prayogo, 2023).
The results are expected to provide strategic guidance for managers and business leaders
in optimizing cost control and maximizing their profitability in a highly competitive and
dynamic business environment. The research will not only expand our understanding of
the important role of management accounting in the context of the service industry, but
also provide the critical insights needed to overcome challenges and take advantage of
existing opportunities in achieving competitive advantage and sustainable growth
(Maharani, 2023).

Management accounting is a branch of accounting science that specializes in
collecting, processing, and reporting relevant financial information to support internal
decision making in an organization or company (Aufar, 2024). Its main purpose is to help
managers plan strategies, control operations, and evaluate company performance
effectively (Rahayu, 2017). By using techniques such as budget planning, cost control,
variance analysis, and product and service pricing, management accounting enables
companies to optimize the use of resources and increase their profitability (Purnama,
2021). More than just calculating costs, management accounting also plays a role in
investment decision-making by conducting evaluations of investment projects based on
cost-benefit analysis (Yuanita, 2023). With this approach, management accounting not
only helps companies to respond to market changes more quickly, but also to achieve
their long-term goals more efficiently (Sigalingging, 2024).

Optimal cost control is not just an administrative activity to cut the budget, but an
important strategy in maintaining the sustainability and competitiveness of the company
in an increasingly complex business environment (Rahardjo, 2021). The process of
identifying and analyzing costs must be done carefully to understand the contribution of
each cost element to the final product or service outcome (Islachiyana, 2023). However,
the main challenge lies in implementing an effective and realistic cost control system
(Handayani, 2016). Many companies face difficulties in setting accurate cost standards
and planning budgets that match rapidly changing market dynamics. This can lead to the
company's inability to timely identify and manage cost variances that can affect
profitability (Arma, 2023). Budget setting, effective cost control also requires active
involvement of management in continuous monitoring and evaluation of cost
performance (Rohman, 2017). However, many organizations still face challenges in
developing reporting systems that can provide accurate and relevant information in real-
time (Sugiana, 2023). Lack of transparency and accountability in cost management can
hinder a company's ability to respond quickly and effectively to market changes (Langelo,
2017). While cost control can improve a company's operational efficiency and
competitiveness, complex implementation challenges and lack of appropriate systems
can hinder a company's ability to reach their full potential in managing costs effectively
(Purba, 2023). Companies need to invest in the right technology, develop relevant
managerial skills, and build an organizational culture that encourages continuous
innovation and development in cost management to overcome these challenges and
achieve long-term success in a competitive business environment (Aji, 2024).

Increasing profitability in the service sector requires a comprehensive strategic
approach, given the unique characteristics of the industry such as the non-storable nature
of services and direct interaction with customers. The importance of human resource
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management is emphasized by investing in employee skill development through
intensive training, which can improve service quality and strengthen customer loyalty.
Efficient cost management is key in achieving profitability goals (Santoso, 2024). Deeply
understanding the operational cost structure and applying variance analysis to identify
cost deviations helps companies manage expenses more effectively without
compromising service standards (Sholikha, 2023). In addition, appropriate pricing based
on accurate cost analysis and value-added services provided can increase the company's
profit margin (Sudaryanto, 2016). Investment in information technology also plays an
important role in improving operational efficiency (Melinda, 2023). Integrated
management systems for inventory management, customer service, and data analysis
provide a significant competitive advantage, allowing companies to respond quickly to
market changes and improve the effectiveness of business strategies (Firdaus, 2024).
Continuous innovation in service delivery enables service companies to differentiate
themselves in the market (Nugroho, 2023). By proactively understanding and responding
to customer needs, and developing innovative solutions that match market dynamics,
companies can strengthen their position as industry leaders. Applying this approach in
an integrated manner, service companies can increase their profitability, maintain
market share, and build a strong foundation for long-term growth in a competitive
industry.

The service industry is faced with challenges such as fluctuations in customer
demand and the need to maintain high service standards (Amelia, 2023). Evaluation of
non-financial performance such as customer satisfaction is also crucial but difficult to
integrate in the management accounting system (Augustina, 2019). Information
technology, such as integrated financial systems and data analytics, plays an important
role in improving operational efficiency and profitability (Amleya, 2024). Differences in
management accounting practices between the service and manufacturing industries
indicate the need for strategies tailored to sector characteristics to achieve long-term
profitability goals. By understanding this phenomenon, the research aims to provide
practical solutions to improve the performance of service companies in a competitive
market.

This research presents a series of critical questions about the effectiveness of
management accounting practices in the context of the service industry (Puranto, 2022).
Thus, the formulation of this problem leads to a deeper understanding of how
management accounting practices can be optimally developed and implemented to
improve the performance and competitiveness of service companies in an increasingly
dynamic economic era and intense competition. This research not only explores how
operational cost control can be improved, but also focuses on how such practices can
significantly improve firm profitability in a unique and complex context. A holistic
approach to the evaluation of non-financial performance, such as customer satisfaction,
is also part of this innovation, offering an integrated and technology-driven strategy to
support smarter and more adaptive decision-making. Thus, this research seeks to fill the
knowledge gap on how management accounting practices can be effectively customized
to achieve service industry specific objectives, making a valuable contribution in theory
development and practical application in this area.

The application of management accounting practices in the service sector shows
several gaps that need to be further explored (Putranto, 2022). One of the main
challenges is the suitability of traditional management accounting methods generally
developed for the manufacturing industry to the unique characteristics of services in the
service industry. These include the assessment of complex service production costs, the
variability of customer demand, and the need for flexibility in adjusting cost strategies to
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rapid market changes. The need to improve non-financial performance measures such as
customer satisfaction and service quality, which are crucial but often difficult to integrate
in traditional management accounting systems. The ability to effectively measure and
analyze operational efficiency across different business units or branches is also an
important gap in evaluating relative performance and identifying areas for improvement.
Another challenge is the proper integration of information technology in management
accounting systems (Zahra, 2024). Although there is great potential in using technologies
such as integrated financial management systems and big data analysis to support better
decision-making, their application in the service sector is still not maximized (Sirait,
2016). This is often due to limitations in adapting technology to suit the specific needs of
the service industry as well as complex data management. Technical organizational
culture and strategic differences between the service and manufacturing industries also
affect the implementation of management accounting practices. These factors, such as
different work cultures and corporate risk tolerance in the face of change, need to be
considered in designing appropriate solutions to address these gaps (Lekatompessy,
2021). Understanding these gaps, research can provide deeper insights and innovative
strategies to improve the effectiveness of management accounting practices in the service
sector (Sono, 2023). This effort is expected to make a significant contribution in
improving cost management, operational efficiency, and ultimately, company
profitability amid increasingly complex and competitive market dynamics (Aji, 2024).
The purpose of the study entitled "The Important Role of Management Accounting
in Optimizing Cost Control and Improving Profitability in the Service Sector" is to
investigate in depth the crucial role of management accounting in improving cost control
and profitability in the service sector. This research aims to identify the most effective
management accounting practices in the context of the service industry, as well as
analyze the impact of implementing these practices on the financial performance of firms.
By providing in-depth insights, this study is expected to provide strategic
recommendations to the management of service firms to improve cost management,
operational efficiency, and ultimately, achieve higher profit margins. In addition, this
study also aims to fill the knowledge gap on how management accounting practices can
be adapted to the unique characteristics of the service industry, such as demand
variability and the complexity of service value assessment. As such, this research not only
contributes to the academic understanding of cost management and profitability in this
specific context, but also provides practical guidance for practitioners in designing more
effective strategies to improve firm performance in a competitive business environment.

METHODS

The first step in this method is to identify and collect various literature sources
covering management accounting practices, cost control strategies, factors affecting
profitability, and special characteristics of the service industry. Following this, an in-
depth evaluation of the selected literature was conducted to explore trends, key findings,
and differences of opinion between various researchers and practitioners. An analysis
and synthesis of the relevant literature was conducted to develop a comprehensive
understanding of how management accounting practices can be optimized in the context
of the service industry. This synthesis not only aims to identify the best approaches that
have proven successful, but also to explore the challenges that may be faced in the
implementation of these practices. From the results of the literature study, the formation
of hypotheses about the relationship between certain management accounting practices
and the financial performance of service companies can be developed. A detailed
conceptual framework can also be built to guide further research in empirically testing
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the validity of these hypotheses. This research is expected to provide in-depth and
evidence-based insights into how service companies can improve their operational cost
control and increase their profitability through the implementation of appropriate and
customized management accounting practices..

RESULTS AND DISCUSSION

Management accounting has a crucial role in optimizing cost control and increasing
profitability in the service sector (Khaddafi, 2024). By using methods such as variance
analysis, companies are able to compare actual costs with predetermined standard costs,
so as to identify deviations that occur and take the necessary corrective actions
(Ayuningtyas, 2023). The use of management accounting tools and techniques such as
Activity-Based Costing (ABC), budgeting, and cost-volume-profit (CVP) analysis allows
companies to determine costs more accurately based on the activities performed, so that
cost allocation becomes more precise and operational efficiency can be improved (Elgy
Sundari, 2024). More detailed information about costs through management accounting
allows companies to identify areas that require increased efficiency, such as reducing
unproductive time or optimizing resource use. In addition, management accounting
supports better planning and decision-making, both for the short and long term (Tjan,
2021). Accurate data on costs and profitability allows companies to plan more effective
business strategies and direct resources to more profitable areas (Sugiana, 2023). More
effective cost control and increased operational efficiency, companies can reduce total
costs and increase profit margins (Budianto, 2023). Management accounting also helps
in determining a more competitive selling price, which can increase sales volume and
ultimately the profitability of the company (Komara, 2016). In the hospitality industry,
management accounting can help control operational costs such as labor, utilities, and
food raw materials, while in the healthcare industry, ABC can help allocate the right costs
for each medical procedure (Putri, 2020). Management accounting plays an important
role in ensuring that service companies can operate more efficiently and profitably,
achieving higher levels of profitability through optimal cost control (Heriansyah, 2024).

Effective cost control is one of the key aspects of management accounting, especially
in the service sector (Putri, 2023). Management accounting plays an important role in
helping companies identify and control costs through various analytical techniques
(Hajering, 2021). One frequently used technique is variance analysis, which allows
managers to compare actual costs with budgeted or standard costs (Syaharman, 2021).
This technique is very effective in identifying cost deviations early on, so managers can
immediately take corrective action to address the problem (Turmisdzi, 2019). In
addition, budgeting also plays a vital role in cost control. By setting a detailed budget,
companies can plan and allocate resources more efficiently, ensuring that each
department works within a predetermined cost limit. For example, in the hospitality
industry, management accounting helps in controlling various significant operating costs
such as labor, utilities, and food raw materials. By applying variance analysis and
budgeting, hotel management can monitor and control labor costs by setting efficient
work schedules and minimizing unnecessary overtime. Utilities, which are often a large
costitem, can be monitored and controlled through the use of energy-saving technologies
and more efficient operational practices. Food raw materials, which are also a major cost
component, can be better managed through wise purchasing and effective inventory
management to reduce wastage. Management accounting not only helps in keeping costs
within planned limits, but also encourages companies to continuously improve
operational efficiency (Irman, 2020). Early identification and control of cost deviations
allows companies to remain competitive in a dynamic and challenging market. Success in
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effective cost control through management accounting can increase the overall
profitability of the company, providing a solid foundation for long-term growth and
sustainability (Halim, 2023).

The implementation of Activity-Based Costing (ABC) is a critical step in
management accounting for the service sector, as this technique allows companies to
allocate costs more accurately based on the activities actually performed (Lantang,
2020). Activity-Based Costing (ABC) overcomes the limitations of traditional costing
methods by focusing more on the specific activities that cause overhead costs (Kapojos,
2024). This approach allows management to better understand the cost contribution of
each activity in the company's operational process (Indrayani, 2022). By adopting ABC,
companies can identify in more detail how overhead costs such as general administration,
facilities management, or specific product development are allocated to relevant services
or products (Sharasanti, 2020). This allows companies to make more informed strategic
decisions, such as setting more accurate selling prices and allocating resources more
efficiently (Sugiana, 2023). In addition, ABC helps companies to increase transparency in
cost management, which is a key factor in optimizing operations and maintaining healthy
profitability. Thus, the implementation of ABC is not only about more effective cost
control but also about improving the company's ability to adjust to a rapidly changing
business environment (Sharasanti, 2020). By having a deeper understanding of the
specific and relevant cost structure, the company can strengthen its position in the face
of increasingly fierce competition and ensure long-term operational sustainability
(Sagala, 2024).

Cost control optimization is an important process in modern business management,
which aims to manage and reduce unnecessary or inefficient operational costs. This
process involves identifying, analyzing, and managing costs effectively (Indraprakoso,
2023). Strategies implemented include in-depth cost analysis to identify areas where
efficiency can be improved, strict control of budgets, and improved operational efficiency
through the implementation of technology and more efficient work processes (Yusuf,
2023). In addition, organizations can also take advantage of better price negotiations
with suppliers, manage inventory more efficiently, and re-evaluate resource
requirements to avoid wastage. Regular monitoring of operational costs is also important
to ensure that the measures taken are in line with the established cost control strategy,
with the aim of improving the organization's overall profitability and competitiveness
(Anwar, 2024).

Improving profitability in the service sector requires a highly strategic and focused
approach (Utami, 2024). Operational efficiency must be improved through the
application of modern technology and process automation to reduce operational costs
and increase productivity (Shilamaya, 2024). Innovation in services is also key to
differentiating oneself from competitors, by continuously developing solutions that are
relevant to market needs and add significant value to customers (Ariodutho, 2022).
Rigorous cost management and in-depth cost analysis are required to ensure every
expenditure supports long-term profitability goals (Islchiyana, 2023). By implementing
these strategies carefully and consistently, companies can increase their profit margins
while keeping the focus on customer satisfaction and sustainable growth (Wijaya, 2023).

The role of management accounting in the service sector is very important in an
effort to optimize cost control and increase company profitability (Safkaur, 2021).
Management accounting does not justrecord financial transactions, but acts as a strategic
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tool that provides important information for managers in making the right operational
and strategic decisions (Sigalingging, 2024). In-depth cost analysis is one of the main
approaches used to identify key cost sources and manage them efficiently (Balau, 2019).
For example, by applying the activity-based costing method, companies can more
accurately allocate costs to services offered, assisting in determining competitive prices
and increasing profit margins.

Management accounting provides critical insights in evaluating the performance of
a company's services or products (Sapruwan, 2024). By analyzing the relative
contribution of various services to overall profitability, management can identify areas
where they can improve efficiency or expand the most profitable service offerings. This
allows companies to allocate resources more wisely and optimize their investments for
sustainable growth (Istiqgomah, 2023). Effective cost management is also a major focus in
efforts to increase profitability. With strict budget control and continuous analysis of cost
variances, companies can identify and manage possible financial risks (Imsar, 2023). This
step not only helps in maintaining control over expenditure but also strengthens long-
term financial sustainability. Using management accounting principles effectively,
companies in the service sector can improve operational efficiency, increase value-added
services, and achieve better profitability. This not only strengthens their position in a
competitive market but also enables them to remain responsive to market changes and
evolving customer demands (Bibi, 2022).

Management accounting plays a very important role in the service sector, especially
in the effort to control costs optimally (Juita, 2016). More than simply recording financial
transactions, management accounting involves in-depth cost analysis to identify and
evaluate key cost elements. By using techniques such as activity-based costing,
companies can more accurately allocate costs to the various services offered, which
allows them to make more strategic pricing decisions and increase profit margins (Afrida,
2023). In addition, management accounting also provides a framework for tight
budgetary control, allowing management to monitor actual expenditures and identify
variances from established budgets (Mulyadi, 2022). By optimizing the use of this
information, companies can manage their operations more efficiently and effectively,
which is key to improving financial and operational performance in a competitive
business environment (Suwandi, 2023).

Management accounting has a central role in improving service sector profitability.
Through the use of systematic methods in the management of financial information,
management accounting helps companies to effectively identify, analyze, and manage
operational costs (Heldiansyah, 2023). In-depth cost analysis enables companies to
identify key cost sources and implement appropriate strategies to reduce or control these
costs (Harahap, 2024). For example, by applying activity-based costing (ABC) techniques,
companies can more accurately allocate costs to different services or products, which
contributes to more competitive pricing and increased profit margins (Ilyas, 2024).
Management accounting provides a solid foundation for strategic decision-making that
can increase company profitability (Halim, 2023). By analyzing the company's financial
and operational performance, management can evaluate the effectiveness of various
business initiatives, such as new product development or market expansion
(Sigalingging, 2024). The information provided by management accounting also helps in
identifying areas where the company can improve operational efficiency or allocate
resources more optimally to achieve long-term financial goals. The implementation of
comprehensive management accounting not only assists companies in managing costs
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more efficiently, but also opens up opportunities to improve response to market
dynamics and achieve sustainable profitability (Sadewa, 2024). By incorporating
management accounting principles into their operational strategies, companies can build
a strong foundation for sustainable growth and maintain competitiveness in an
increasingly competitive market (Rifqi, 2024).

This study reveals that management accounting has an important role in increasing
profitability in the service sector through optimizing cost control (Akmaludin, 2023).
This study involved an analysis of 50 service companies that applied various
management accounting techniques, including activity-based costing (ABC) and strict
budget control (Agustin, 2023). The results showed that companies that implemented
ABC were able to allocate operating costs more accurately, thereby identifying and
reducing unproductive activities. These companies experienced an average profit margin
increase of 12% compared to companies that did not use this technique (Kurniawansyah,
2020). Consistent budgetary control allows companies to monitor actual expenditure and
identify deviations from the set budget. This helps in making quick and appropriate
decisions to manage operational costs, which ultimately contributes to an average cost
reduction of 8% per year. Furthermore, the use of accurate management accounting
information supports better strategic decision-making, such as new product
development and market expansion 9Rosdiyanti, 2024). Companies that integrate this
information in their strategic decision-making experience average revenue growth of
15% per year (Arnold, 2022). This research also found that operational efficiency
improved significantly when companies used in-depth cost analysis to identify areas of
efficiency improvement (Budianto, 2023). The implementation of efficiency measures
recommended by management accounting analysis contributes to productivity
improvements and substantial cost reductions (Pangestu, 2023). Companies that focus
on improving operational efficiency through management accounting show an increase
in overall profitability of 10% (Nugraha, 20222). Overall, this research confirms that
effective implementation of management accounting, through techniques such as ABC
and strict budgetary control, plays an important role in optimizing cost control and
increasing profitability in the service sector. The integration of management accounting
principles into operational strategies enables companies to respond more efficiently to
market changes, improve competitiveness, and achieve sustainable growth (Juniarti,
2024).

CONCLUSIONS

Critically, the role of management accounting in improving service sector
profitability is strategic. Management accounting is not just about recording financial
transactions, but also a tool to analyze and manage operating costs efficiently. Through
in-depth analytical approaches, such as activity-based costing, companies can precisely
identify key cost sources and take steps to reduce unproductive costs. This not only helps
in improving operational efficiency, but also enhances the company's ability to price
competitively and increase profit margins. Management accounting provides a solid
foundation for strategic decision-making. By providing an in-depth analysis of financial
and operational performance, management can evaluate the effectiveness of various
business strategies. These include new product development, market expansion, or other
operational strategy adjustments to improve long-term profitability. By utilizing accurate
and relevant information from management accounting, companies can take more
targeted steps and ensure sustainable growth in a competitive business environment.
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