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Goals

Profit seeking organization
Not for — profit

.organization

( )
.(Return on equity — ROE)



Social profitability

Private profitability

Objectives
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(Making — decisions)



Participation

Management control

Operational control



Fedback



Coordination



4-..4_1“_-:'_":'5 L_J\.a'l 4,

;[ < galt au;lJJ:gL_-E\t[

sl 3N

/

A4 5 oy

| N N _,m—

\/

50U i )M Cailla gl ¢

\’\

-

-Strategic Plans



-Long range planes

Long —
.term budgets

Short range
-budgets

Budgets



Organizing
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Labor cost



Activity cost



Uncertain
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Relevance



Reliability

Verification

Representational faithfulness



Neutrality
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Inventory cost



Managed Hierarchical Enterprise



Andrew

Carnegie

.(Kaplan, R, )









Dupont Powder co.

.(Rol Du pont
Du pont



General Motors (GM)

(The user Decision making approach)



The information economic approach

(AIS)



Risk Analysis
Uncertainty

Agency
.theory

( ) Principal (



Agent
Utility function

Conflict of interest



Just — in — Time systems

Jit

Jit purchasing
Production

Computer —

Integrated manufacturing system (CIM)
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Transfer prices
Cost/ Volume/ Profit /

Budgeting



Compensation system



Performance system

Communication system



Controlling costs

Responsibility accounting

systems

Standard costing

(JIT)

Value — added activities



Non — Value — Added activities

Pricing

()



()

Transfer prices

Generally accepted
.accounting principles (GAAP)



Direct costing
Full Variable costing
GAAP Absorption






Accounting information systems (AIS)

(AIS)
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Timeliness

(AIS pulators)

Lag of )



(time
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) Throughput time

Strategic cost
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Full costing
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Cost drivers
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.(GAAP
Efficient market theory
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GAAP

Exogenous variables



Sensitivity Analysis

Spread

sheet
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Certification &

-Ethics

Management Accountants
Certified
management accountant

National association of accountant (NAA)



CMA

Institute of

certified management Acc

NAA
CMA



.Competence

-.Confidentiality



.Integrity



.Objectivity



Cost accounting standard

board (CASB)

CASB



(CASB)

Cost accounting standard (CAS)

Criteria
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Value



(Cost )

The Event
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Actual

The national association of cost

) accountants (NACA)
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Expense

Amortization



Capital expense

Tangible
Intangible
Deperciation
)
(Depletion
Amortization
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Expenditure



Budgets

Capital Current



Depreciation

0

()
Declining — balance Straight — line
The sum of the
The years digits

combined declining balance & Straight - Line

Multiple straight line

- Jones, Ralph conghenour, effects of price level
changes on business income, Capital & Taxes AAA,
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Costs In

.relation to the volume of activity



Cost Behavieor

-Fixed costs
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(Shutdown costs
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-Variable costs

%

%

%
%



/

Cost Driver



%

(%

)

%

C7)



) %

(% )



Setup cost

)



%

(%

%

(%

(1)



——— £ : Ss

N 7 n O 550 CARSS s (o) I -/

%

Unit cost Total cost



%

%

%

%




%

%

()



()



=%

%

)

Costs in Relation to the :(

-activity unit (or cost traceability)

Indirect cost Direct cost
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Three

:Manufacturing cost elements



-Direct materials



:Direct labor






Indirect

.manufacturing

.Overhead costs
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.in relation to accounting period



Period costs
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Actual accounts

Nominal accounts

.Product costs

Inventoriable

.COSts



.Period costs

Inventoriable costs
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Manufacturing costs

Marketing



.COSts

.Administrative costs



Estimated costs Historical
(Margin)
Avoidable cost Sunk cost
Implicit

Explicit
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Statement of cost
of goods manufactured and sold (SCGMS)



Income statement
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Finished goods inventory, Nov.

Period
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Dependent variable

.Independent variable

Cost driver )

Engineering approach



Cause

— and — effect relationship
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Linear function
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Nonlinear

.function
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of fit
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The engineering
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Linear

Non linear substitution

The graphic

.approach
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Regression ()

analysis

.Simple regression

)



Multiple regression

Regression line
Least square

) line



SPSS
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Correlation

C

WH

Regression Analysis

matrix

OH



WH OH

/)

(., ) -

(Constant = , )



VAR. REGRESSION COEFFICIENT
WH

CONSTANT
STD. ERROR T(DF=10) PROB.

0.54 =
257.63

3.247 0.00876
STD. ERROR OF EST. =101.69

r SQUARED=0.51

SOURCE SUN OF SQUARES D.F MEAN SQUARE FRATIO PROB.
REGRESSION  109038.19 1 109038.19 10.545 8.760E-03
RESIDUAL  103399.48 10 10339.95
TOTAL 212437.67 11
SINGULAR MATRIX STANDARDIZED RESIDUALS
OBSERVED CALCULATED RESIDUAL -2.0 [ 2.0
1 1100.000 934473 16553 | : * |
2 890.000  961.547 7155 | * |
3 975000  1026.524 Bl ] *| 1
4 1020.000  923.644 96.36 | | * |
5 1200000  1042.768 15723 | 1 * |
6 1100.000  1026.524 73.48 | | * |
7 987.000  1091.501 10450 | * [ |
8  889.000  956.132 £7.13 | * |
9  987.000  1026.524 3952 | * | |
10 1019.000  1090.959 7196 | £ | |
11 897000  901.985 498 | * 1
12 650000 - 731.421 Hla2 . | £ [

r =072

DURBIN-WATSON TEST = 1.2999
(Microstat) gl » ¢ pldoawly SEY LE Ap) J{,,.




(Student test
(T — test)

.DF
Degree of freedom (DF)

Durbin Waston (D. W) =



Autocorelation

Historical simulation
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OH=o+B WH +e.
(observed)

(Calculated)

(Reskual)



(Ex — anti simulation)
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( 7)
() ()
()
Multipule /

.regression analysis
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OH

(MH)

WH MH

OH OH MH

(i)



OH
WH |
MH :

(WH) (OH)
(OH)
(MH)
( /)
OH= , +WH- , MH
(, ) (,)
D.F= R =, SEE= , D.W= |

(t) OH WH
.(MH)



.SPSS*

WIL
MH
CONSTANT

SOURCE
REGRESSION
RESIDUAL
TOTAL
SINGULAR
1 1100.000
2 890,000
3 975.000
4 1020.000
5 1200.000
6 1100.000
7 98T.000
s BEBD.000
@ 987000

10 1019000
11 B9T_000
12 630,000

REGRESSION ANALYSIS

HEADER DATA FOR: A: BOOK LABEL:
NUMBER OF CASES: 12 NUMBER OF VARIABLES: 3

INDEX NAME MEAN STD.DEVY.
1 WH 1327.00 183 87
2 MEL 3054.83 295.01
DEFP. VAR.: OH 976.17 138.97

DEPENDENT VARIABLE: OH
VAR, REGERESSION COEFFICIENT STD. ERROR T(DF=9) PROB. PARTIAL R*

055 .19 2.947 0.01629 0.4911
-L1SE-02Z 0.12 =0.09% 092333 0.0011
2B4.71

STD. ERROR OF EST. = 107.13

ADIUSTED R SQUARED = 0.41
R SQUARED = 0.51
MULTIFLE R =072

ANALYSIS OF VARIANCE TABLE
SUN OF SQUARES D.JF. MEANSQUARE F RATIO PROB

109150.60 2 54575.30 4.755 0.390
103287.07 @ 11476.34
212437.67 11
MATRIX STANDARDIZED RESIDUALS
CALCULATED RESIDUAL -2.0 o 2.0
936,933 163.07 1 I - |
959,722 69.72 1 - 1 1
1030228 -55.23 | v L | 1
924,953 95.05 | | - I
1045 380 154.62 | | - 1
1018 6356 81.34 | | - 1
1093.630 -106.63 | L | !
954,133 65,13 | - | |
1027.856 —40.86 | - 1
1090.447 -71.45 | »* | 1
BUD 309 -2.39 | - |
732.672 -82.67 1 - | 1

DURBIN-WATSON TEST = 1.3188
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Learning or experience curve
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Hilton, Swieringa, Turner
Demand function (q) = —pforO<P<

Cost Functions
(Not shown to subjects)
Deterministic, Linear:

Cw= + ¢
Deterministic, Nonlinear:

C@= +q/
Stochastic, Linear:
Cl@= +
With probability
Stochastic, Nonlinear:
+

With Probability

C(@= +q /

With probability



Sensitivity Anal. Of Optimal Solut,

Rev Cost Net Pro Pro. Level Price
2475 950 1525 45 Unit 55 %
2475 1000 1475 45 Unit 558
2475 1055 1420 45 Unit 55%
2475 1115.5 13595 45 Unit 55%
2475 1182.05 1292.95 45 Unit 55 %
2475 1255.255 1219.745 45 Unit 55 %
2475 1335.781 113922 45 Unit 55%
2475 1424.359 1050.641 45 Unit 55%
2475 1521.795 953.2054 45 Unit 55 %
2475 1628.974 846.0261 45 Unit 55 %
2475 1746.872 728.1286 45 Unit 55%
2475 1876.559 598.4415 45 Unit 55%
2475 2019.215 4557855 45 Umnt 55%
2475 2176.136 298.8643 | 45 Unit 558
2475 2348.75 126.2505 45 Unit 55%
2475 2538.625 -63.62451] 45 Unit 55%
2475 2747.487 -272.4871 45 Unit 55 %
2475 2977.236 -502.2359 | 45 Unit 55 %
2475 3229.96 -754.9595 45 Unit 55 %
2475 3507.956 -1032.956 45 Unit

55%



Sensit. Anal, Of Variable Cost

Rev Cost Net Pro Pro. Level Price
2475 450 2025 45 Unit | 35 $
2469.75 489.5 1980.25 4405 " [55.5 $
2463.398 531.7951 1931.602 43.05 " 1 56.05 $
2455.711 576.922 1876.789 43345 " [56.655 $
2446.41 624.8706 1821.54 42.6795 " [57.3205 $
2435.157 675.5679 1759.589 41,94745" | 58.05255 %
2421.539 728.8591 1792.68 41.1422 " | 58.85781 $
2405.063 748.4936 1620.579 40.25641 " | 59.74359 $
2385.126 842.0458 1543.08 39.25206 " | 60.71795 $
2361.002 900.9779 1460.024 38.21026 " | 61.78974 $
2331.813 960.4963 1371.316 37.03129 " | 62.96871 $
2296.493 1019.545 1276.946 35.73441 " | 64.26559 $
2253.757 1076.728 1177.029 34.30785 " | 65.69215 $
2202.046 1130.227 1071.819 32.73864 " | 67.26136 $
2139.475 11777 861.7755 |31.01251 " [ 68.9875 %
2063.765 1216.154 847.6106 |29.11370 " | 70.88625 $
1072.155 1241.793 730.3577 27.02513 " | 72.97487 $
1861.308 1249.852 611.4563 | 24.72765 " | 75.27236 $
1727.183 1234.325 492.8581 |[22.20041 " | 77.7996 $
1564.891 1187.737 377.1537 | 19.42044 " | 80.57956 $



Cooper & Kaplan
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Objective

First — in — -
.First — out (FIFO)

Last —in — -
First — out (LIFO)

.Average cost method -

Specific -

.identification method
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.Lead time

.Safety stock



Carrying cost
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.Unit Control

.Pound control









Order

.cycling



The Min —
-Max Method
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Cost Centers
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.Allocation Rates
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Plantwide overhead
-rate (single) method
.The direct method
Step — Down
.allocation method
Reciprocal allocation

.method
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Activity — Based costing

.Activity Focus



External cost
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