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DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

-

) % i ( E . .
I P S S
B o
' e R T LU ET.
S

C N e indiatirisl Devete ginent Grgieiaten B4 spms) 1T
.
vty on Bedustny Preiilen

1t Lebanamg § < 7 Vg 90

A BST © RN ©F Kot

I4
A Pregaretery Wote fue o
*Malytionl Profiles of Maeforturing umss‘-w

e BB serestartot

o

Thie decummmt 0 boen Sugretosed WWlewt fosund oBitiag

43



—

We regret

copy of

this

that

some of

repirt Mav At

legibility srandards  suen

COPY was

e

[ Y

BPrepar ing

'

he ap oo

the mas! or

ti

the pages 'n the mi. . rofi he

the pr.per
Hesugh 1 he hegr

poresible
e




ve. /e e

Page §

1.

TN - GNP ASEVFLYR AND ABALYTISH
PR LD OF I PDOPMLLL TNPRRPRY SN

CANEE™T OF COOTE 17 COOT ACCOMIELM

RASC it €LTBURIVE ¢ P 20T

L4

eOE P CIIFTHE LOOWNTING A9 PROBICY CDUPLIS

AL OF SO DU auOUITERR & PROERY SIS
A, sy imming ~ud werring mll

B Vagetihle vi) wafincry

€ Map Fastory

A Owgammic choa cals

L Buperpbegphits plant N

-»

-

o
-

s & 3




Mo ¢ vpoae of Shss pupe® i34 be Srerrine, vacy Wrve. ;. the fh0t inebioy
Pundure: -4 remimi . f iaduetriil ese’ senct Mg W b 3 Yoew be
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SF Wid T a3 b Bham 4w A wosm R 4 R R S ™
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vt ed mumnuhﬁmd—u—-ﬂ-‘
e alssmation concbdered tapert st ia e centest of Giagnesie md
v v 2raming of industrial plante. OGunemai seeount ing souerds tend %o
Tooame vasions finameial and inetitudionsl facters that often obosure e
rer beokmo—-eeonemie rPelationelipe 37 iaduete: | produstion. Werin
" erpRiee or entabiishment, svet scesunting ie o oug tomm»y mesng of

o ling dats free Prem gueh facbefs and merve medistely wneful for ibe
ternal desision maliing purpeses, such as detormination of seliing prieee,
eramment of the preductivity in variows departmenta, ovaluation of new
fevedtment prepesals, eobe.

Wiie Yhe prineiples wdoriying seet ascoumting seom to be well
“tuderd) sed, the manners and precedires in whish theos principles ave
+ tually applied widely var ' Frem ome ontorprise o anether. In enderpstong
frelatively small sive, and partionlarly theee with relatively meagre
iawerial sbaff, ful'y-fledged amalysie of plant performances ia tesms of
rost sesewnting is Parely wndertaten. Bven whore soat acoounting is
Fractiond a8 an important senagement routine, the 1aformation secpiled wndng
thin reutine 16 strietly eonfidential and intended Vo sovwe iy cneh
pirtieular entorprise’s ow purpeves.

Therefore, if soet secounting Vochniques are %0 bo Lntovdmetd withia
the framewert of entorprise or ootabdli vment poefiles, great sare sheuld Vo
“xcPClged 1n drawing wp & schame of data celleetion and analyeis that ow
be applied more or lese eommonly to difforent onterprises. sk s ochame
cught te be sufficiently simplified 4o maet Juet the speeific purpose of
the Prefiles prograrme wa ihout thecatoning the commereial intorest of
participating enteryrises.

Nerecver, 1a erder o warrant the veluntary participation of miorpeione
in the amalytical evercise, it would indeod de impertant Shat the Profiles

preframme be institutod as a joint study ef the taff of the progremme and

the enterpri so management whereby the latter bemefits ia the forw of
protiuctivity sdvisery services on a t8te-\-1ite dbasise.

™e information
complled by sweh a jeint study weuld only partly - and in a
restralized fowm -

properly
be utilised for the rescarch interest of the governmentel
Thoritien pegardiag the inter~Tirm (and inter-country) comparetive
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udttane of Wo evterprtom cdGurnd e WMo grugrtely of e antianald
h agher and pelicien fr Ladwdvial Susnlepment.

Ia e fellowting, fired, She sonsept and $he viwemture of soote in
MO8 asvomnting, 80 Sistinguiched From Weee of snpenditures amd SHPpONENe
b gemaral amd finamcirai ssoounting, are drrefly dsesribed (oeetim 11),
Move, sttention 1o draum to Whe 'newtrel” sapences whish are te be
eliminated for seed soomunting purpeses and the "siditrienal™ or “puted®
wots dhioh are net ineinded in genaPul asseumting e or rapertend v
et ascoumtLang purpeons

Seciton [I] Shen desoridos Whe snin satageries of soet % Vo

oanei dured and WMeir bshavieuwrsl harestePistasos ta torne of Biresd and
tadi reet waete. It heuid be wbted het, while the types of vest % Mo
harged 2x i rert seets depond on She crganisvti mel 8t o of aeneunting
M adivide | enterprisrs, She Wla of sosts-oupentes tonds %o beheve 4n
e form of everhend seets, and that s maia part of She SO0% LAg SHOFSLOD
MERSi st n praperly stiribubing he overlende be relovnet depertnents and
produrts (s» preduet Liree)

Wun, Section IV rofores %¢ e "veed cantres” ot which She conte
SesPeiig 1t different precessing wmnide are LAamdi?ied. AfVer all e
Polovant seets, ineiwding olninistvetive sverhends, have hoen duly allonghed
$e reupec 1ve waet comtres, iV bovames presibie ts determine the seate amd
PPéoss of "awrious producis st Latevmadiate and fini stapes.

T™he 7pical precodurss for preduet sooting wd prising are illestreded
ba She fina' Boction Wy five esampios. Te meet the apecifie \ndovente of
e Wrsing Party, these cnamples are drswn fren e followiag five amber
prises in Aifforent dranches of induetry:

\b) Heel eembing, spimu..g and weeving
(81) Vegetadie sil refinery
(441) Swep maring;
(tv) Owganis chemicals; and
(v) Moephate fertiiisers (nosmsl superpi.agphnte).

32 ench of Vheoo emmpics, Tires, the flaput —ovigut charestartiotice of
WA )P preceseing depertments are bPLsfly dosorided. Then, a sshambie
sost statement, My 000t \rpoe and coet sentres, is ‘obumloted. Ranlly, e
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unsr 1o dhidD WUn selling gRlene of Gurtetddie goudte are Gdentend 00
) mvonetgbed .

cor gl - BAE Fl, Pl .
Daaatial 2agmiiag reeeete sil Sownecstions selsted %o stoohs and

“pplies «a wsll ae al]l cupenses and revenues sseruiag Muring m sccouting
r"'F’“”

iV Roops am eseet ponord of We finansinl roscuress oi » conpang

i aePvee mumagement te sentrel and maintain She company's finameial
v gaidity, Financi -1 aseounting is a sonespt of periosdieoqnl secounting.

™e same helds true for EMEPL ARCOLHINL, WAiGh serves mere gomesnd
- rRoeres of an enterpPisct 0.8, it Purmishes all infermation roquired Wy

e like shareholders, ereditere wd tax sutherities whe de not have

vPoaicess he She eompamy 'e ivtermal peenri-. Prefit and lose statomente

weil as bylamee shucts are prepared for sweh purposes. Wile goneral
SAUTARE.Y B TR T VRV d06i o) on-making purposcs, iV 10 to provide a

remat r of the performwnces of an RYOPPrine 38 & whele, Pather thas s
rolytical toe! Pop internal Plavning and decizion-making

Cegl 3CCOMMLINE 15 aloe & eoncept of periodieal aeevunting
T aralytieally eriented taeks

il

IS bae
It Roeps track of a)l the servises

‘ered and produ-ts produced and sold ov sonruned 1nterially, in relatiom

¥

¥

TPetliic a8t eentres and jobq/pmdue\a within am enderprise, where the

cEpmIag eoats are 1dentified And compiled for eval.ition purpeses.

1

+

vt ing 18 thus A teel fup Raageriil deeision~tar g, It e e
i120d Yo cheech tha efficioney ond prefitadility of easeh d-partment op

TP ocentee, wd iy prevides the basis for prodact eco=ting and

1]

pricing.

Ia cost aceomiing, eoste are defined a8 the 1nput of value whioh i

trpared for the produciion of guods or services. ™e sum of all revenues
PR LA

frem sales of products w.d serviees 13 eqaal te the turmmever of an
S % I his cerrespends 1o the total value of preduction in the
A Lsuitaug peried, sfier the ad justment for net changes in the inveatorise
«t cemi-finishod and fin,shed preducis. It should be noted that the

trmewer 1n the above sense doee rnot inelwde RSUIERl revenuss, 1.0. revemuee

‘Twing frem the enterprise's operutions net asseciated with the predustion
of grec: and services.
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Base wete we %ind ¢ smstesy wmite, 0 fer %0 i e iaget of
wabas. IV o \pertapt %0 nons thet onder aosmel eendi tiene sl ingribe
POguLred Far the preduction of gonds 0F Sorviees sonediinty ovuts. Sa Whe
following, attemtion ie drawn e the 4iferunee Metwe-a the Shooe sclRuplode
“eoete’, "ongend i tures” e snpengest,

Bapornditupes are all smounts thet ure puid iy the oatermprise feo
Beteria. and niv-matarial Lupvty. e the eapentituran Muring an sosvurt ing
poried o met iiweyn n0cessur.ly casvenpend te the acgie asorving in ithe
same poar: od Eract observations and recording of *he bime- Lo Betwoun
smponiitarcs and ecstn iy of zveat impeptance Tor the weciprey of acgte
wtoouwrt Ly . Uests are celated %o o008 mcstunting, wiile weponditupes ape
A eomecy’ of finameinl assountiing. An oppesite sountorpart to onpendi teres

e recaip g®,

e following distiartive thaparterintion of "sonte” shouid bo asteds

(») me

[ SN Conswnption »f gosda sequired fre¢ of shargs
(s.g. hrowgh Anheritance sr mepriage))

* IMepesis ci oquity eapital romunerations for wapabd worr;

o Imputod depreciation cv-p and abrowm Mool velws dop reistion
= Wilisation of walf-meral netured gowde ia the
enterprin:

() Smenfiter:e 1ot a0 g0t gepte

Of: = Goeds which thoush seiuired, were net conouned
bt only utiiised (pmﬂon site )y

> Bupenditwre: loading te comeumption »f goods,
whieh, however, were net caused wy the
produstive ohjective of the nterprise

e Bupenditures not leading $o eenpens i py income
for the onterprive (o.g. incons taa dedusted
8% sowrce, private expenditurcs, distribution
of poefita).
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(*) Damadituca nd smute e et amteshin o Stae

» Ounbe befome spendi‘epus o ommpunption Yfwes pagaaud
(6.0 wogpwe, sents, tomms puid sbouguant iy ))

® fords after cipenditures of conownptim subending sver
Sevor.  periads ([ @ ¢. sbesh of matemal, wtilisetion
of 1,04 samets, @t

Cost: wr- v.lued a4 current et vaduss) cupenditures 34 e
agead el e,

Bapenscn w0 cpiavniont b the senssplio of Polds i servieey
revepective of whetbed W ae®  this wine of daput avLeee withia e
oo PR o the eNtabliwhment's o) jmetive ™he tatnl amemd of oupenase

oREE o p ed aam Ba Adwided b W el -g‘mk ey

The opcrative ewnenaes copm.apand to the sonemplior voauitiag Ppam
the ent-Pupime's 0b jectives and sre ineiufed sa Phe Voba) conts hartag an

<ot lng pePred, Houbral supenses have Ge he separated foor sends, oo
will be ampl ained below

Bxpeness re » eomeept of gonc, ~i wecwnting) they ire relabod b
Feats Dud they we Aol necess et )y identisal. Aa gpestite %o capontes
ia  pavennes fonts identifisd for oseld aBosunding prrpeses ar: dertved
from Wha ckpensc scoownts for a defined peviod of Vine w» [igld of
pepaty wn ( deprtment ),

Comd rccowmiimg in mainly Dased en figures derived frem geneval
roswmting, bR partiewnlas frem Sie eupenses showm in the periedie prefid
il loss accowmt, Al MAELRL. 20ty wet seneidered ia poness] aseound ing
1Ave 40 b wAdad, While 21] newtPul expemees have bo b al.mimated. Nt
s o oy,

@@W"%ﬁ - fiﬁ“ﬁi ’“‘; . ﬂm eial to nﬂi
Loy
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Page 9

“Msheml. e ,

SN tienei » oypbenmtasy Wote Fpseat ol) am wess Bid e
Mmum‘hmma We Nlbowiag fow ase
he muin “viditional e u" be be sonsidssed in *ngt nevuund i ng

(a) mgi«ggpggrfs* g Tor the enbrepranewr wd s8] lader ting
mom eve o bk F o e aee met L - ORPRLRG 6 B! oy ed
Mplsyess of ke enterprime (Wae HPUSati M 10 enly veird
in bhe ume sF W o PR R« R P mewrelhi W;m”)‘

(») S 0 Lty tatiam AR g be 0P 120 bV w deprec .t an
Y T T Tothe ret amd Jaku geemunt o an the
,.-* {" ‘Q@og [71ER] *Qu!‘f“'“* .NQ HM‘KF] m‘f o wf f*!“ ‘ﬂ“*.
(7] EP e 1 vy by g s PERA -snég%ﬂi\:i Toug pe A

“) ti:i Wit ered oo e s aulared [me phe ol jramred woug by
APt (equity 1 ramerves' it rhme SR Pitu of 1uSerest
Wil b Rae te Re patd For Lews enp) haly

“) R RN A8 LR Purpar Yt smesth Whe time 41 stribuvion
of hums Makg AW secwr Trreguinsly La the foem =f ogtop-
Sr iy sxpampen

Those tmpnt-d oretn will bo nont oned loter ia o Li¥ie men Gotet) 0o
SO Wl om Ath Lhe ‘ww (mm T’!l).

The onterprion's ob jantives o well o0 @estal conditions seinted %0 e
PPoiunsion process sheuld be taben 1ade scoowt e dsborniaing e
Rewdral ity ¢ certsin emperges

Bonbew] ex onces san B i vided 1409

(8) Dupenscs not ralated 4o the wmiorprise's sh entives, swdh ag
Ppers -8 Por wminten-nce of *pa gmant Wikiodh ne lonser 1g
roguired for the speretion of the sampariy i  wagit.l o eetiel-
pediens not Paga . rud f the P g of She Sus:irenay
ahloce 1umg bo Bataid Lep e Sy cce Tar o secial awe 1ot Leme,
e

) B pnordirasy v . meeurr R € RPORONY
Mough boive 6 amed .y werai sann of the snterprise, thad o
PBOUFPE - 1 et Pagmital cu asemml, @ ¢ ¢ men o |ese of
preperties. im wone ot L g L apeted ke tace sure of
BtR snnes, 8 2w e ment T, PRees R s, re N,

arantess, sacvlhange Ponoes, ot
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Grectly 2fPst the sovanue sbde. Dok cupenens inelale
b tes, Ynases wd oilher Sufandd Wind we goanted Wy e
aberprine wd buecvs:on We PFepwsti s Surnsvers.

" lwelien

Poe'dse "Mens wculbtn]l wid AP Sienal onpanene, stbtentin should be
te sagarog Rt APe 4 e Teww | and S0 Smanear e “we] seet ssereial
PiErg A N SPONRRLLNg PNl and o SNNNPE Wi aea fakitineal of e
LEPPAES’Y Sliretite s e e onl pesenati g te 27 8 Bore due mrentumy
Cie ot pefiecte the pret searee of tPpnasetien: x epepst e o 4
ot aetemliy Sulan pleee. Cort mosudntong 38 of sa rmetmumental Aatepe
e 1V sePves od an Ln@tramen’ of muier i emd ThewePars Feena slrew«l
vivant rervhod grtaca "hed Lagmi s lasiate e ol jert be oopeseiabte
o Plvsteas @ sy twe walue of wabegi. v onepned oeg BE Lo ettt ad
Fo T T wflinat ol dE o mach 8 way et they eult Bp Pally vapienisncd Pap the
atiana fae Wpe Pollowing pawred.

Conts aum Be sinerifies in swwicun wags. Me S puspose of aed
tes seeewnting md prefiuet costing, 4 40 Smmka) % W etivguieny
otvacn @ eeey eovle ard indireer s i

cragh el
Pireet conte are oaots %ot mug de Gipenile whiagad b0 gy el shinel
crrduet of product line. Mo ertond S0 whioh 0000y may be Parged oe
frrect evets depcode Lavgely on the svems i sad towal set-cup of Yhe suommting
Riem 6f 2 eemp g .Phe grector tha prepost e ¢f sovis Yhat <m hs ohapred
dirvet e¢orly, the 610 asceusnie 4ill hbe the onlonl - on of produst asueta,

The mims inpars .t diruct costs ape ”Mﬁ*ﬁi’&ﬂ&" ikidl®" Wiaet
T oam inteqral part of e finidbed weonaests. Vige® poradie ga g

s 0Pk BB1 8 8. wue3 Ve be prid peeportien-lly % a el Fasm e el
‘unt Bf weRK prfommOf iuil MR HAs 8 LAGRBY e. A1 vcet asety. in provdiee,
Revever, suel 41rerd Lalows cedg e [ wmited 00 susmed spetntiong, Sl -
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Pige 11

-—umﬁnum»m-w of indireet cogt
G % cortain emplopennt ragulations. Operstives attond: -, M’ BLhePy
2ght be clanmified 26 marual werhers for OMe purnoses. Tt Por eowd

BSOS ARA ing puirpeses partieulsar.y when 2 job iavoises relat vely substantial
onpital conts, Hheir w.ges ars esuatomarily elaseificd inte 1ndircet labows
osoute.

WW, weh as speeial piekiag frr partioular markets,
Sarnover tanes, alc e directly ohargeadle to specifie produwets. Cugstoms

Sotice for imperted meterials afe alme Supeeptihic to ~ gimilar treatment.

Iatinact asst: (svartoads) ‘

Indipect ooets are cnste that sanmet be oharyed directly to o mpoeifie
predet op mervice wut Tiits generaliy eontribute to the cost of production.
Bamts, nowramce promiume, interes.s, hoating sests, ote. nre tha mos ¢
oWWious enams | oo Im fact, a great part of factory couts "Cther than eegtd
of dirert produetion it erials) have mere eop less aonrecintie shoructorieties
of iadirect vonta wmd vre treated as factory overheuds The allosation eof
e overhende te specific produste salles for a dugrec ° approximation.

fpirt frem the S wt 0o on Petween direet i indirect conts, it im
oustemary %o identify iifferent sest categeries acoording to thair charwier
100100 in Somme of ubilimabion. Material cost, personnel ~oxt, scapital
*o0t, service charges, wd taxes are the major sitegories frequantly
Wilined \n ha prepurat om eof 830t statemenrts. In the fellewing, thess
M jor categorios are mly briefly deseribed.

Mis bneludes both direetd fateriale whieh are prececsad and enbedied ia

semm~finidhed and finished productis, and indireet materials which it is
S ffioult s oharge 16 spueific preducts.

e soncept of “material” 1s not enly applied 1n enternrises eoncormed
w1 th mannf setwring Mt ilec 14 repair and 1netallation works and ether
PEPVINE 20 well. In onmmercial estabiishments, material s an article of
o raind) ge. Ia en‘erprigoe iaged bOth in maruf .cturing aad in commereial
Triiiage, Sheee d1ffergmens 1 terminology must be sccurat-ly ebeerved,

LN
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i.e. Win" saly fevr commuretal Sranssctions aad Natertal” enly fup

menafastacing activitlien, '
The mor: aovrately rhore ascoumting 13 handled, the mor: material L
fuertifialle av Jirelt wooverials, Jdch in tvin vosult in « mors ' .
cura te ke rellable eontlig,
Igegy wateriala ipa Charped diroctly te Yhs imdividual produet of the
intureriegd sirces uney torm . 1mogrLl part of e Gdepuse Ak s rale
direet materizle ro conoriect O yaw metorials.
Tho tewm indjpuc. weloainly vefees to material that te nesded for the
wlctien f the produci tul canuot bw charged dircetly to spocifie wits,
Ly OF producta, '
Maemdln oy viiberiol™ or "accewsory material™ refere to the material
sich, thewh belng necestory for tho mauoufreturing ef a product, uruzlly is
% ehargad as @irect material, boowase of ite low valuo or Jow muantity .

cecossary for the manuferturing of tho product.  Txomnles rret solder, |
ccnitheg, coiday edrasic g, ele.

Faotory HE&?!J'? iuclo s those nutsrinle vhiech 2re nooc.oo ror the

e

ibion and mainvenuee 57 machinamy grd cquipmont ar the production
Cotusa. Db g peesibic te dutemine 1o whet axtent given lactory supplies
used for A spocific produet or for o particu’or order. bub, in
roctiee, Jactory supplics nre often treated am overhoad nosta, Oxamples
¢ lutrioonts, ropair miterial, heuting iaterial, powsr supply not

cresbily chargeable 10 product, eto.

e ororanl eoute
O - U 1ot A W gl

Components o7 perconmnol costs may be elaseified woerding 40 their dasis

'ocerual s followss

(e) ¥aric rcuiieration for normel setivities (e.2. wages and
Zalanea).

(b) Alloime s cel vrestume for syecial nctivitiaes
Aecordire Lo tope of o tivity, sueh allownces relate to, ’
for C Y 3‘11,-' walt In dv,l!‘(t’ }"."u:tt, coldn 138, uark dctrimnf&l
to hen' LE (kexd, COLROL, radlnuctiviby), wuerk in hich
altitud:z, Y50 turace operatione, etc.: allowansos for
errore (caahior), toois wnd clothing, travcl allowance,
moal cllowince, ~cecunodation llowance, ete. are ~lao

/...
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natdered here. In relation o time of activity,

‘allowances for night 1ork, Junday and boliday work w.d
overtime aro also included hure.

(O) Po;’gl Pyyments: Paid holidays, gick leave, payments
oFr birtta, veddinesg, etc., as well a8 parment of wages

and saliri s fer idle timg (duc to lack of work,
wnsuitabl. weather, delayed supply of material, etc.)

(d) Other reputap Raymert compounnts
Pavmonts in 1.1 fre. ccommodation, allowances in kind, ete.

Preaium wipeys premiun for ]owep wastage ratae, output honuses,
etc.

(o) Sgcurity ~ogt: Compulsnry (based on social security
legialution, collect ivo bargaining, or epecial agreomant )
or vnluntary payments.

Personnel costs are also classifiable, acoording to types of mployment,
inte wage costs ang salary cosian.

Yage costs connist of

(l) tha bamc w3 (piyment for time worked, pioge-work, and
Promium phymcnte, ovortime plus cvertime pramiumg, holiday,
Bunday ad night wopk tonuses nd variousg tvhes of promiuns,
which are (e gy o tfurrad to abovae), ard

(b) gupplemont aper 1r - cuet s, These are all thoa. pursunnel
costa whicl wrisw 31040 b Pusly with g Wifs aud which
eith r dir. *1y o inlireotly devond on 10 monnt ! the
wages to Lo 9 Lnpleyeptg contribtution Yo gocin)
security .« cxanple that g dircctly dopendent o the amount
of wyros o1, Th lensth of e F7Lze An 4 piveny viterprise
is often aecd ng o 4 518 for caleulating epecial a1lotmentg
under o oprofit shirive schome,

Salary costa are part of the factory overheads and tha admini strative
overheads. In exceptional Cuses, hovever, ni.lar,.g may algo be directly
L]
charged to a fpenific product (c.p. salarice of coenstructors whone work is
connected ... th the imstallation of specific productys). “dary costs will
also 1nvolve "supplement gyt componants 18 in the ¢ .5u of WoLen, supple—
mentary gal iry costes depond either directly or indiroctl]y on the frinount of

salarics to be paid.

In the case of sm~ll firms 1n which the family memb rs of the owners
often participate in productive aActiviticg without having o recosnized

status of employee on the pPay=roll, imputcd r.m nerutions for theic work

Oought to b included in broper cost accounting. The imputation of such

unearned remunerations will be based on what thd cost vould bo if theee

[eos
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people wers suwbetituivd ¥y nermal empleyees of ocmparadle adility.
Howaver, imputed entropruneur's romunerations should not be confusod with
the private expenditures which 3 firm owner mighi wish to make on the fimm's

account fo other purposss than the produciion objeetives.

3. _Capitnl costs E

In trade znd industry, capital as a produstion factor has gained
incroasing importance. Lapital ie nacossary to Iinance .ae investmonts : y
necesgary in ~m unterpriss, both with rogard to Tixed asseta and with

regard to currnt ugsets.

In eost ccounting, preat core shc'ulzi be exsrcised in idenvifying the
rart of the capital coats whieh should bo considered aos ancruing in a given
secmmtine period. Irovtation should be duly periermed 4o corrcet the
rnsufficionces or distortions cccurring in the finanzial and feneral

rcoounting recorde.

(2) Impntd devrecisation

Imputcd dopreciation differs from book dcpreciation in the sensa that
it intonde to amsess ths contribution of fixed asscts to mnnual production
indeperdently of legal provisiona. Imputod dapreci-tion is arplicd ag
long as wn asset i3 uscd by the enterprive. Asgets hoving al-oady beon
fully depreciated on the Yook tut st:11 toing used Tor vroduction PULTDOIN
may, therefore, sontinue to be sudjc-t to imputed depreciation.  The basis
for liputed depr.ciation is the replacenent value. I{ an ontorprise
Biucouds in rocovering imputea deprecistion in addition to other cosuts,

roplacerent fo ruarantead.

In erder to determine imﬁuted depraciation it is necescary 4o Keep A
fiyed-asscts rosict r or ledger. Thia shows t}nrorig.;jzlc-.l purckase value of
ceeh fixed aosct, the date of purchaso and its expectad economic life.
Friquontly, 7i-zed assols which have already fully or larecly becn written
off are showu nt their prosent narket valuos which practically reszulls in

making nidden reseorves visible. The progent arket values of such fixed

asscts arc t-ken into nccount for tho determination of th: adjusted nat
warth.

[eoo
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Por the snke of simplicity, the caloulation of depreciation chorpes
is ummzlly based on the asaumption of continuous utilization.  From the
standpoint of cost accountiag, however, it weuld bo HOTe fecurate to rolate
depreciaiion chreres to the porformance as weil as ilke age of the assoiy
(o.g. dupreciation of a ¢or chnould not te based on time but on the amount
of wiles truvell. )

(b) Irputed intorent

Squity capital is subject to imputod intercats in conmt aocotnting, 1t
hag to he cssumcd that the capital remources invested in an enturnrisg
Yield at least the wmarikol interant rato, , The calowlodion of iwputed datorest
charges is based on the adjusted not vorth equity copital (i.o. not wvorth
includin~ reserves ). They conmtituty "additional " op suppleicntory conta,
i.0. they ere on.ly used fep cost accounting purpos g, intorasls naid on

loan capitzl are actusi Cxpensas and are rondily ine;aded i cupital eonta,

Tho intercut rate at vhich imputed intercats are calculatod corresponds

to thw average bunk rate Ter leag-torm deposits.

(G) ].’.'lp\lt cd riekg

Irprted risks constitute a premiva for purt of tho righa that ie not
ingurcd :nd t:kos ‘ho form of occaaional oxtfnordinary or non-recurring
expanoes, Tuputation will be baged on the averome valus of sush OXpPInses
(cases of locs) recordaed durirgz preceding yeaps, Sy vaine averaza valuos
OnC assures o mere egunl distritation over Zilfercrns accountirg pleioda of
the costs which actunlly acceruc in varying emounts over tiie. Imvured
risks are algo part of the supplementary costs. When thege arc inclnded in
coets, the actunl extraordinary . penscs should ba considerad as "noutpa)"

evnonana ard (lir inatead from coate
ypon ancoeld DAL T coagre

Imputed risks nre to he included in cost accouniing cither as overhunds
Or as purt of the profit mar<-up.  They are only to Lo calculated if thege

risks cannot v covered by an insurance.

Exzmples of inputed rigkas

~  Inventory viskss: lossus coused Ly shrinkage, docrease in
quality and deplciion of naterialg
~ Fixed arsets risks: breakage of mechinery;
= Cuarontcc riszs: services requiraed during the guaranteed period.

[eoo
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4. Sexrvice chargeg

-

Theso include costs for transportation, rent, leaso, power oconsumption,
patents, licunscs, consultant services, otc, as long as thoy aro not inoludod
under other types of cogts. In almost all casos they constituto overhoads.

5. Tax cogts

Thece include 2li taxcs other than inceme and profit taxcs.  Turnovor
taxes are considerod as a direot cost. Property taxes, employment taxes
and 6ther (non-income) business taxos constitute ovorheads.

[ 4
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IV, QOBT CENTRE ACLOUNTING AND PROIUCT COSTING

Cogt centres

Cost centres usually cerrespond to the departments of an enterprise to whicn
coste arc charged as thoy ere incurred to them during an accounrting pericd. In moat
ecases, cost centres are identicnl with productivn unitls or deporiments locaticnaily
60 identifiable, e,g. turnery, fourdry, finishing, etc. Additicnally, there cre
rest eentres created by {ho crignviization of aceounting, nou refery ing to any

specific location but reprosent functional units of on enterprise, such as marketing,

The moet conmon cosi COTLTOr QLo ,

- Stores (raw materials, intermedicte end finished products) ;
. - Production (e.g. turr vy, cutting, etc.): and,
= Manngement end ndmiaistration (1nciuﬂing soles wnd purchase departmont,
degigning, cost acounting ersvnncl, etce.).
54 ‘1] £y I 7
Within a cost centre, production activities are seldom homogeneous but often

involve:

- Different kinde of production process: e.g. manual and machine work; aud,
= Different kinda of product rarmfactured or services rendered: €.8. furniture
magcning, consiruction carpentry, eic,
Ccet centres shculd he set~up in such o way that cach centre ia equipped wiih
tn employee who keepa irack of all ithe costs arising there.
Cost centre accounting is i nuny snglances carried out on o schemetic cogt

stotoment. .

SCHEMAIC COST STATEMENY
fost_types Storegs - Producticn I, II, IIT ..,  Administration

(Material ccsts)

Perscnnel costis
Capitel couts
wervice charges
Tes
(fpecial sales coet)
e

Total overhead
costs

[eos
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Examples of such statement arc given in the following sectiom.

Producl ecosting and pricing

‘The products manufactured or the services rendered by ah enierprise aro either
intended for sales cr for internzl consumption. Ultimately, all costs have therefor

to be charged to iue products or cervices rendercd.

Products or services intended for internal use or consumpticn such as self-
produced machinery and tools, maintenance and repair werks by own service personnel
create also overheads as well as direct costs. These have to Le contrelled and
prcporly eveluated as murketable products. Only in this way 1t is possible to
d«.termine whether it is chcaper to have the desired product manufactured within

the enterprise or to purchase it from outside.

Basis of any pricing policy should be the manufacturing costs of the
entcrprise, lhe supply and demand structure of the market us well as the economie
policy of the Government which strongly influences the price streucture through
subzidics, customs dutics and price fixing. The price, at which sales actually
tske place, is not often ecuivalent to the "calculated" price. Tt is the task of
managenent te gradually find the price that may be carried Ly the market. This pric
should at least cover all cests eceruing (cost-covering price) sinse only this
guarcntecs that depletion is avoided. Only in the case of wonopoly, on enterprise
may freely calculate the prices of the individusl products or services, i.e. sell
such produets or services at prices which include a desired merlun., For enterprisese
which do not enjoy a monopolitic poeition, p}icing policy is morce than calewlation:
they have to try to realize the highest possible profit by continuously weighing
the obtainable prices against the accruing ccsts; their pricing poulicy has thus to

rcly on the necessary .information from the market as well as from cost accounting.

feoo




Abecrption costing and partinal costing

In reg.rd {o pricing, twe different costing procedures should be notoeds
”UﬁCrption costing aud portiel costing. Either actual (hlatorical) croto or

sndord ecnla con be applied to both procedures.

The combiaation of ancerpticn costing and hisiorien) oot data in the

oot ermmon o uutlrc. This is based on the principle thnt all the coustw that
ve arerued vang a given accounting period shculd he chorged te the products

imonfaetorced or services rendered within the namz period.

.

L1l coct data w111 be cocllccted hy typen of costs (or categoriens of cont).
t ok may then be churgud eithcr directly or andirectly to the respective rrofvate.,
Yoorens the Qutermineticn of direut costs (mainly direct Jebeur, direct reterials,
novir Lax) duos not eroote un; difficulty, ihe chare of each perticular producs
v the total fectory overheads (indircet costs) cannct be detormined exactly, bui

1t can only be estimated b way of eeproximation,  The attribuiion of the Taciory

Ao to wiritws spaeific products is thug performed tn iue form of rolas

ol curcharge. !

In this context, it is convenient 1o nee cost centre accoun'ing. Foer

veot controlling purposes, indirect ccsts are first cellected at those ccat centros
Vioparteonts) wpere “Mey havs secrued and have been s recerand,  The factory
cveriecads thus identiTicd at an indyvidunl ccat centre ig then sboorbed Ly epoeific
vroducts nendled by that centre accirding to certain criterin, cuch as rel ~tive
richine hours or process iime, This list phase wctually s procuct costirg.  ‘ihe
oo direct and indirect costs, as well ag of exirnordinary eists and profit
merk-up, which must te carricd by e: g product in one way or anciher, is ithe basis

roropreauel pricing policy,

o

in this context, it sheuld be cmphesized again that the resultec of any costing
cyotem will be the more accuratle, the greater the number of cost itemc that can be

ciaryed divectly. This dcpends upon the organizaticn of an enterprice, and its

’ /ooo’
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oooraing sl seevirAing rentiaes,

.

T™e inc caning shape of fized ovoete 18 the aia of produstion fantere
Coeeaally anosume braiches of industry (mechamisation, smtomation) eawees She
h st Of faetory overheads (indirsct sosts) 16 grow, and the shace f dirset oeste
Coyeeiadly the rhore of dipcet lobhcur) e decrease. This advermely affeets the

o lichility of proanct comting,

Pigant cr nertial _eomtige elrovmeent this probiem.  Tuis spproach eonsists i

]

dpaceing eost rocevary o priciag policy to the effect) ve market price strusture,
so vlaburats product costing would lese 1te significance . f the product could ned
bosald et its calouluted price. The objecliva is not to get the highest pomniMe
p o for every ndividunl product, it to odtain effective pricea «f all produete
pach ooway that they cen 1eld o total revenue coverirng all rosta apd sentaining
Secevor a perliave profit mey be pessible. Im the shri-run or vwice epecind
carenvetances, it can be permiltod te mel! at & price that covers all variable cente
b e oduet it not wll the fixed costs, Within a given plam e ~1ty the sum
P D d eccie i consddered 0 e anverieble, IV dres not mpeecsrarily heve te be
carad byoevery individucl product,  The cbtainable prices whisk yieid more shan the
cun of varizble ersta, con only contribute to the reecery «f (ised ¢ ats
(rragma) eonveibution) . Therefore, the acceptable mipim.m price waild be eqgunl te
the sum of varieble cests. The difference Letween absorpti n eost: snd direetd
fporial) costs, whic eould not be covered in a given period, ought to be ceveped

cventually in subcoguent pgriodas,

In the long-rm, it 1= abuolutely mrecosanry that Bth fixed ni varishle cestde
o> covered in order to wnintain the viability of the euterpriae, With rartial
¢ oting, hewever, the pricivg policy of an enterprise becomes more ciastie wnd is
mich mere adjustabie o short-term market fluctuaticns, rartial costing ie theopes

tronlly justified by the bohavicur of coats 2t varying levela of ecapacity utilisstion

_‘_/" It should Ve notod that the twe types of costing just d:mcribed ref-r to aetbual
costs thal arii. durirg given acccuntimg period., Provided ao changes ceeur, the ot
cestang figures vill Lo applicable in the [lllowimg period, If, however, ohanges
are to be expectcd, they should be takem into aecoumt i1a pricing. The costing

bascd on expucted cLate is often referred 1o ae !tmgm i‘*’ﬂ“ﬁ .

/...
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Pt% complen mmmd‘o“hmﬁ“
presodusres !n“l“*n“h“mw
st oenires), alleseting Whe afnintestrative svarhoots 4o Yheme Soparemsnte,
sosting different pre@usts produced u o ghven bapartasnd, wmd “ad ol st ing Do
seliing prices of final predusts s woil e Wepe of intorusitets predusts w o
spplicable.

L J
Mmmmmmm.mwu.mmmn
urope.  Altheugh She figures are net tedeily Pletitious, ey are rebher
hypothetivel in netwre, and ne reforence vaiuws ought bo Be sttavhed %0 e
tagnitude of oest paransters inveived in hese !m.l"f
.

The five onamples refor te f1ve mberprises in &ifforent Wweansbew of btey

4t Vool aimdrag, spraning and weawing
Be Vogotabie il refinery

¢ twrd ooy

B Organie shoniesie

B Superphenphate.

mmw(l)wa*ummmbﬂnh“*

a single predust uthmmnﬂ.‘w*b
intagrated,

Exangle A dsais with & case hare GfMPevant powese Spertasate ere e
weil balmmsed in Vheir reisttve cqpasttias; ® o sanuit, comn of Sheir interundlste
prodwss are partly seid w the narbet end oeme epe ougplemmnited W prefuste
parchased frem other entoryrices.

L The et of ewrremey ‘aveived ia %he veies Gube e
LA these oxampies. dowever, for sosh o -i i
firwres, it Bight Do Deipfui &+ aete WMot 'he veies Gnte hes doem prepered
¢ "arvensy Wit eguivaiont vo chowtd 4 §.5. sente.
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apie § 4o ehun foun & cun tomdeing SMMPweand Younle of gouland
oubjost Vo Gifferent Wi copte. P Be Gpartaand predasiang Saen, 0 swlew
aseowmtiing bes Ve be wmdertasben, in sbiitien e presess senting, in ordew b0
ellesste the manul wtwring overhonds of %he Gupartammt %o Whe respest ive
Srands of produst.

In Snanpie ¢, Vhe anbtamprice sulls par® of 00 tntevumliiote pradupt o
o senpetitive (pro-—Fined) saw w priee, Wik Dagposs %0 %0 lower han Whe PPbee
o8 whioh %he full soet of the predutd (iemiuling afniaistrelive overhond
ad Surnover tam, net Vo spnehk of nevmai prefit margia) could Yo resevered.
hﬁhmh,ﬁonﬂb&hﬁﬁh“ﬂﬁ*h‘iﬂd“ﬂ
priotng of the finai preducts,

Teampieo D in the nest sephistiontad of the five enamphes. The emberyrice
has not only its mm elostrie:ty and sboan gomarstion wite, b alee 100 prevess
dopartnents preduss o range of Sifforent gpes of produnt. %o pomait Whe certing
of difforent produst Linen, Jub ewwler weommting to Wil'sed wbensiveldy ia this
emanple.
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The w@torprioe has thres processing departmente, esch producing eme rpe of
CTpwE Sily. Them, ek departnont cem employ precers eost aseevating, Omly
fiel sonbe are cormidered ar diveet eortsy emd turvover trren ce direct sales
w b~ "reea are mes added te the "Vetwsl everhead costs' in Lo w.hesat it cosl
Cwont o The gemern] eoverheads recordsd 1 the "Adininistretion and scles”

Vb

® related ¥ the tetal mamnla.tu ng eout in evder tr esiatlish the
- eu-aharge (6.5% wer cank) to ba apgliad to the comting o7 the interuediate
Lol produets woid (Lops and fabrien), Ter the “drinietrative overneads,

trovbmomt i2 a-plied te all $he rc;na.,iraing; ew=iplen,

Prre coul comiing deperiment processas 10,000 kg of suw weol (p:rice: 20,~)
1y 10 kg of Sepa. Only 2,500 kg of Yeps reeeive further 1 eatront by the
st The remaining guentity is seld te smother coapany,

" spingd g deparvment mamwfesteres 2,000 kg o yarn frem 24530 ¥g of tops
need up the weel-semdisg departmemt, 'ile vty iu used YLy the vesviag
roment, together wivk sdditisual 4,000 i of suim puieheare i rom outside,

et

rve ts the veawing departuent, the w80l-ec bin: dAapartnent 18 overe

timd a1 the pp snine departeent i under— spw itied. Howevor, it so happene
T vvmdialio purercre poaes of yio s equal ‘o Lie cost of Yarn irnlerm:lly
tored sad $rere 13w varket fer the rurplue tops. Therafcerae, the antery ise
siring immemtives o ~erreeting the sxistiags iubzlamce Letween the three
CE Ry fepan beemt,

o per cant profis margin A 4 per comd tupmower t3v arc acsumed in
Careing Ve “eelewlated melliag prices”.,
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(as Spiming snd weaving mill)

SCITTATIC COZ™ STATTIITTNT

cosT CiwRls
‘ TOTAT Veol-<enblng  Spinnirg Veavine Adminisiration
Ve depaxtim. depzstm, departm, end salsg dept.

cost TYPUS

S

Hater ol cegis

— =, .1

Raw wool (200, €00) (200,000) .
Ysvn (2on,000) (200,000)
Parnopnel oomts .
We.res 16,000 4,000 2,000 10,000
Salaries 23,600 4,804 1,000 5,000 12,300
Capital expendi‘tures ' ’
Imputod dcpcoiation 114,000 22,000 30,000 60,000 2,000
Toputed fnterest 11,400 2,200 3,000 €,000 200
imputed ricks 17,600 1,800 2,000 14,
2’_‘{‘1’(‘13 chry ey
Connultrnty 000 5,000
Foatago 2,060 2,800
Dectricity 11,000 4,000 2,000 8,000
Laen 15,000 : 15,000
Special salss contn |
Tucnover tex -~ {35,000) ‘ (35,ooc:g/
POrAL OVINICAD co:s:sl’v 216,680 38,500 4C, 000 100,0¢C 37,880

- Py dr o SRR ERRE SIOTR BT Em N I N SR TS S W AT A LA TINIEN M SR g T A T R I S T B B T S A I TR I T 1 MM RE T S 3

_/ T:mlude overhevAs  oaly. Direct costs are indiceted in parenthesis,

;," Mnis charse is proportional io the value of products actually rold within the
a.cc'ountng period.

Busic for computation of sur-chesge: Menufoacturivrg costs
Hanufoocturing costes of wool comdbing dopu'tmnt 233,600
+ Overhcods of cpimmins depeartment + 40,009
Purchased yora for weaving department 200,000
+ Overhcads of veavinz department + 100,000
« Ranufacturing cootr = 573,300

Rate of sur—chiorpe for adminmistrotive overheads:

Overhends of Adwinistretion and =ales dept. x 1CC 31]_,_8_80 x 100 6 .
o aoturing coste ~ TwiEwss - = 0+35 per o

[eoo




(A:; Spinning and weaving mill)
CALCULATION OF SELLING PRICE

“O0L-COMALIG DEPARTIITT

Total
Input of raw wool: 10,000 kg b 20, 200,000
o otnd o zrhead wocl-combing Gepartmont  + 38,800
= lonufscturing costs of wool--oombing = 238,800
dopaxtnant
Topa produced | 9,990 xg
TPTINING DUPARTIIONT
: _ .
Input of tops: 2,500 kg b 24.- _ 80,000
+ Total overhead mapinning denartnent + 40,000
= Manufuoturing cosis of mplrning = 100,000
depactmont
Yarn produced 2,000 kg
AV DTPANITTNT
Input of yorn: 6,000 kg h 50,- 300,000
+ Total ovarhead vaaving dopartoent + 300,000
= Meaufacturiag ooets of weaving = 400,000
dopartnont
Cloth preduced 1,000 a

STLLING PRICTS
Ag Tops
P) Febrice

oy Tops (7.450 k‘)
Manufzoturing ocot
+ 6.55 per cont adminisirativo overheed sur—ohergo
Profit wargin (10 por cent of the above total)
+ Twmover tcxx (5 per cent of selling price)
= Calculete? selling price

ID/MG.57/4
Page 25

- Unds oosts

+ + <

2U.-/xg

”o—/ ]

400.-/n

24-"/“
1.5
2.56
1.48

29.61/xg

[une
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26
(A: Spinning ~nd weaving mill)
1) Fabrics (1,000 m) '
Henufacturing cont
6.55 par cont edminisirebive overhead sur-oherge

+ Profii wargin (10 per cent of the wbove tctal)
+ 'TPrnCViﬂ;@fiﬂilifp cant of nelling‘egice)
+ Colcouleted selling prico

*

. ’
P
*
L
.
;17 "
5 ®
* % %
-
4
*
- ’i—
£ : o
* &

400.~ /a
26,10
42.61

24,64

493.35/m

+ + »-

%

; ,ooo
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Exemple B: V’.“M"Iw[“ OIL RUZTIIRY

-o-—-.-.-

Oil-pressing is preoeded by cleaning ceeds, grains and other oil—ocarrying

material to romove foreign meitters ond porcsites. After the molerial hes boan
shelled it is peesscd and ervde oil is extracted. In thie perticular process,
10,000 Ly of raw matorial et 10.~ per kg were processed, yielding 6,000 kg of
crude oil.,

Qil-refining ie a process to neutrelize oils, i.c. to oxtiroot froe acldity,

wagh, bleach and de-odorize oile in order to produce edivle oils., This cogt oenter

prosesses the total output of crude oil and’ preduses the following n:nounts of

inrec dif'ferent brends of ediblse oils:
Brand A 3,000 kg
) Brand B 1,000 kg

Brand C 1,000 kg,

]
The relative prosess tiwe roquired to produce Bronds A, B, end © is in the ratio

5:A:1. Brands A #nd D are sold waile brond C will receive additional treciment.

The turnover fex amounts to 5 per cent of the selling jiice. &
10 per cent is assumed,

profit margin of

The total output of brand ¢ (1,000 kg) is Tuvther prooegsed in the

boiling depertuent, resulbing in 700 kg of finzl product., The profit rate eg wcil

es the turnover tax zrs the same ac for produois A& and 3.

The tot-l o0il-milling process is chargeterized hy the fect that each
tepartnent (= cos? contre) producer ouc proivct only vith the erxception of the
cost conlre "lelining" which has 3 differont types of culpul. Pivcess cost
cecownting, similar to that shovn in Tranmple £, 1s apolicable in this nxample, but
o the cost cenbre "itefiuing", it hos to te supplemeated by job order acceunting
Lo estublish reletive production cost s of the three brinds of oilg produced in the
department ,

As in ihe case of Example A tho "Adminictretion wnd sales" overneads are

related to the czloulabed menufacturing coste in orde» to establich the rato of

[een

sor-charge to be applied to various marketable products,
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(B: Vegeteblo oil refinery)

SCILTUATIC COTT STATIMANT

COnT CLITREES

COST Pt

PTP
dﬂ'

‘v»

Refinirg Bolling Adninistration

Hateirial coalc
Raw meterials
Auxiliary meterial
snd supplica

Personnal cogts

Wages
Salaries

Cepital cxpanditures

Imputed depreciation
Impuied intorest
Imputei ri-ke

Service chure

Nent
Telephcne + Pogtage

4-‘-».-

Texee

17* nent  dopartment  deprrtiment  ond goles dept
‘!V 'Ux'\ \\

15,000

469,000
205,040

190,000
40, 090

s

180,000

460,000 170,000
82,400 3, 000
55,000 25,000

40,000
25, GO0

40,000

Szooi 2l pales costp

furnover taox (85,000)

YorAL ovmuiiy nestsY 1,400

MEOIM A W IT IR TG T I IR I N Y TR nw A

000 £70,000 4C 1,000 309,000

LTI TR BT SIS & R R A TSI e R TR IS SR BT 3 PR LR Ay

Zires).

the rwoounting perioed,

260,000

jj Sumnation oxeluding divest costs (parentherized fi

g/ Aoorucl fop the products scld during

Basis for compuaticn of ndministr:itive overhend sur-churge:

Nenufecturing costs

600,000
400,000

Total cesta of prescing depertment
* 4+ Overhoads of retining du)a.rt rent +
+ Qverhards of beiling departacnt +

AL

00,000
L 1 '300'00(.)

= Menufoctovive coosts

m‘ @ of edminirtrotive ovorhs ds sur~chare:

——t . —— 3+ . A ¢

Overheads administrotion rnd saleoc depertment x 00 260,000 x 100
m‘* = 20 per o
lianufecturing costs » 300,

oo




(B: Vegetable oil refinory)

CALCULATION OF SELLING PRICE

PRESSING DTPARTIIINT

Input of raw meterizl: 10,000 kg a4 10.~
+ Total overheads pressing denartment

B

= Monufooturing costs of pressing
dopartment

[

Crude oil output

REFINING DTPARTMENT

Input of rew moterial: 6,000 kg & 100,-
+ Totel overheads refining department

Totol
+ 200,000
= 600,000

6,000 kg

+ _ 400,000

= Manufecturing costs of rofining
departient

Caloulation for the costing of the threo produots:

Tuantities

Relativo weight
Brand for oosting produced
A 5 3,000
B3 4 1,000
¢ 1 1,000

Nemufeoturiag costs per nboountinc unis;

Kammufacturing costs per kg of dbrand
" Ag

50." x 5.'- - 250.—
B 50.—- X 4.~ = 200,-
C: 50,= e = 50,=

Acoounting
unitse

15,000
4,000

1,000
20,000

1,000,000
55,&5

ID/VG.57/4
Page 29

Unit

- 50.-

Quontity Manufecturing cost
produced Nefining
3,000 kg 715G, 000
1,000 ke 200,000
1,000 kg 50,000
1,000, 000

Moo
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(B: Vegotable oil refinery)

CALCULATION O™ SELLTIG PRICTS P72 KG OF BRANDS A AND B

A 2
Menufecturing unit costs 250.- /xg 200,=- /kg
+ 20 por cent ~dminietrative overheads + 50.- + 400~
4+ Profit margin (10 per cent of the above totel) + 30.- + 24.~
+ Turnover tax (5 per cent of selling valis) + V1.3 + _13.89
= Calculated selling price 347.31/kg 271.99/xg
R I IR MR RS RIS IR N W mamnE SRS
L4
L3
BOILING DEPARTIIIT ' S
Input of raw moterisl: 1,000 kg Brend C A 50.~ 5C, 000
+ Totzal overheods boiling depertment + 300,000
» Jlonufasturing costs of boiling dapurtmont = 350,000
Output: Quontity 700 kg
Unit cost 500.~/kg
. :
SKLLING PRICE OF BRAND C APTIR BOILING ' .
S
Menufaoturing unit cost %00.~ /xg
+ 20 per cont sdministretive overheads ¢+ 100.~
4+ Profit morgin (10 per cent of tho sbove totel) + 60,-
+ Turncver tox (5 por cont of selling price) o+ 3474
= Celculated gelling price . 694.74/xg
BRI X T RIS T I AT TSR L4 1 ¢ 3 g

oo




Exomple C: SOAP PACTAY

This case is similer to Ixample B in regord o the costing of different
brands of produot produced in one department. It clso rescmbles Tizemple A in

thet en intecrrediale product is pertly sold on the mrrket, but this case neods
o differert {rectnent four the cosling of the internally procespod part of the
intzrmedicie product, since its mcrkebladle price is ro highar then its
manufrcturing cost (exclnding administrotive overhard ond prefit mhrgin),

The cnterprise comprises twn dopartmonts: refine~y and cooling proal/
curd soap productiocu, The rafinery processes raw motorizls worth »00, 000
into 90,000 kg of soft soap. 29000 kg of scft soep is £0ld on the moskat.
The selling price for soft soap is pre-fixed at 30.—/kg, which is no higher
than ihe manufacturing unit cost,

The e£elling of soft soep =t this price faila, thorcfore, to recover evon
the turnover tax and the ~dministective overhead charsor.  Thus, to shift
thic port of the cost burden to the sibsequent prececzing dopartment, the
turnover tax (3,000) and 10 per cont profit mergin (6,7°6G0) for the rold soft soep
are cherged against the monuficturing cost of the D000 ke of soft soap to ba
further processed internally. Jince all this is intended to csteblish a correci
sclling price for the finel products thot can rocover *here "losses", the
adniristrative overheads not recoverel in the soles of poft sozp is entirely

absorbod in the costing of the finnl products,

Curd socop production wutilizes the romaining queniity (8,070 kg) of woft

g e el

sonp, yielding 6,000 kg of curd-sosp. “hres types ere prrouwced. The process

tima required to produce Brends 0o B i € ds in tha retic of 3102 5 A4,

The quintities produced are 4: 4,000 kg, B: 1,000 kgy end C: 1,020 kg Brend C
iu exported, rosulting in extra pocking costs of 2.- per "z. & 10 per cont
profit mergin as well as the 5 per cent scles tax ere to bc inoluded in the
pricas.

o | Jous
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" {C: Seem frwiory)
ECTTUTIE 05T fINTITwY

L e e
COET CTUTTE

~\e i - - - ——

COoT TIPS g cefinery  Cetlinz amd curd AMmialet »stien

.y ot prduetion L nl
- N1 30 S50 1o A S n a-len
n S0Y et

T

-

Low meterind (z°r,000)
‘ ,'l,i l&l.)"'"" T \,': a?i ’Ll 3:’ ’(JU) 15,‘“{)(‘) m,(’ﬂ)
ippiies 15,000 $,000 10,000

Conteiaity 3,000 10,00 23,200 .o

-

ol oey t_x;'

TR 85,(% 35.@ ”.fm
©rios 132,000 8,000 20,000 "y 00
v
LA ,1....0.%6%_?!.25

puted diprooistion 90,000 20,000 0,000 %, 00
“uted interosi 11,020 $,000 7,000 B, o0
creed ks 5,000 2,000 3,00

P T,
(RS RAWAE SN0 ©
BBRPCLI TN 0L

v OA BRINGE 11,000 ‘ 6,000 5, %%
Y g 20,000 : . 80,00

- 10,000 0,00
ol =olling comte
T sKing (2.00() ‘ - (h‘"» v,
Ao tax { 35,000 (35, v
- e - ‘r C e — PRI - -
ST YD CUBTS S 40,200 103,000 200, 000 150, %
T TTIARERASEIIIRT T VRIS S T ety K P SR TR A N e I

Couthe tha direct oo ta (porenthesizac [mures),

Correcponds %0 the cotusl selog proseads dwring the asecvmting peo.ind,

u or computetion of gur-uhrngy Smafadvziig e

YMenuf sotu-ing coets n? refinery 00, 00C
+ Ovarheads of Looling and cwrd secp

WS .3 A% CL Ik 12 ). veii) e RO

= lanufcetuoing ocets e 500,000

o A ind -t o N
arge for sdrinistrotivy overheods

o;zmqwmstrﬁ;tlou ond melos deparimens A _m . m R 5 Jﬁ) 2 .y .
’ i

mufacturing coets
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BAT. 9 /4
'* Sapte & SN COCHS

Nie atenpstes bean e prevess dapartnsnis: esterisstiten and refinery. Dwt
Nase Spartamte profume o v:risty of preduwsts. Ian sweh a seade, the "precess soet
weowhing” iemmmstreted ia the s:rlier oemamples is not suffieient for preduct
ssnttng Bdut it has Ve be wyetometically supplenented % "job erder costing”,

e codP ststomens, whioh covers the entire predwetion lines of the entorprise,
twwolves five acat emtren, of which twe relate to $he "Tleetricity generation
Sopartment’ wnd ‘he "Steam gemerstiom depriment”, rempectively. (ilote that im $he
sariier sxrmpies "eloetrisity” was treated a8 2 cost eategory). To estoblish
separate eost semtron fer i-ese suxilisry preduetion departments is partievlarly
dosirable since the rate of sonsuaption of eleetricity amd stonm varies frem eme
product (ov preduet line) teo mmethcr evem within given presess dev=rtment,

™e allvestion of dopartiint overhoads 4o spesific preduets roquires the
tdemtifiention of the magnitude of jeds perfermed on respestive products in cash
process department. [n $hig prrtieular example, “preduction hours" are onpleyed
for WAin purpsse im dath Taterisation amd iefinery departments. The oveorhoads
of she Fleetriaity amd the Svenm deparctmonts are allserted sweording fo k'
sensumed and tens of steam ¢onswmed , respeetively,

iR Whe caloulation of preduct eost—pries, a domengtretion i givon with
reforemes 49 only ems of the varieus preduet lines in the Mmte.prises, i.9,

U4 of 1w enter (in the Deterisation dopartment) vhieh results in 90 t of
refined aleensl (ia lefinery dopariment ),

For Shis predust line, the m&&i..ﬁﬂmmm produces 100 tons of raw
sster ovut of /5 tema of fat aleshol ~nd 2) tens of orgrnie aeid. 95 tons of raw
eutor are rofined; 5 Vonu of row ester are stored for the time being (intsrmediate
s%eres). )2 tems of eteam md %00 K'Y (f 2:901rig}4y Neve te be gomarcied Wy She
Plamt's own fawilitieos. The precess of esterisstion Vakes 10 hoyrs,

The dofIASrY Vhen, precessss the ) Vems of rew oster inte 9 tons of refined
produrts (aieohel), %% toms of whiek zce distillad, 5 tons Being prt in intermediate
*orage. 1.5 tems of seda lye (15.- por tem) md 2.9 tens of sulfurie aeid (5.~ por
Yom) are required in this presess. The refinery cenoumes 2 tens of gisap and
TXOER of oleiZigiyy. ™he refining precess Vakes © hews. The prices of the

refiaed products iasiude a 20 Por csent proft mergin s well as the 5 por eent surnever
am,

fooo
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Pace 37
(D: Orgenic Chenjcals)
Pepis for job order eecovntings -
(e) (v) (e) (¢) (o)
Production Production o [ Tone Totel
hours; hours, produced : manuficturing
oouts:
1,900 he 2,000 hr 1,000,000 mn, 20,000 tong 3,200,000
8 of overho~d oharpw:
(a) Qrarhoads Tetortention HE . 202,400,
roduction hours ’
(»)  overhords ~ofinery _ 1,200,000 —_
“Product ion hours y 000 §co. ﬁlfi
()  Overhucds Genoration of eloctrioity _ _ 620,000 .
T 1by T:W: = 0,620
(e) a2ndi Stew . 260,000 |,
m:.;ron.g_&m oo - 1 /te.;
(o) Q_orhaads"&dmin_gs_tmt ion and mrles" x 100 _
Hanufecturing cogte — ¥ W o 8 por oems,

® Total manufactiy irg coets:

Rew matcria) 3,200,000
Patents 10,000
Overhords Fsterisction 53, %60
Overto:ds Tefinary 1,200,000
Overhceds Tlectrioity 620,000
Prerhoads Stesm — .
Nemufaoturing costs 9,886,%0
. -

IDA'G. 5774

’n.




(D: Orgenio chemioals)

CALLUTATION CF STLLING PRICE FOR RUN ToTTN-ALCTHOL PRODUCTICN LING

'QT?'E"T.'JATIO?.' DIPAIT AR : Input Valuo of
T por ton of inputs par iun
Toted output of output
Input of raw matorials: ;
75 t £2t :lechol A 200, 1%, 000 159 kg 150,

23t orgrnic acid A 15C.- * J4%0 + 230 kg + M.%90
=(18,4%0) - 980 xg =(184.50)

+ Comt of onoryy:

321 of mteom A 13,= 416 320 kg 4.16
U RN L 2 \ [} 5 KN + 3.9
. (7“) - (7026)
b Menaufoe 2 conl ol esterisntion \
dopartm.nt:
. 10 hr X 282,40 R 2.21 ' * !2:25
Laalacturing gosts of 100 t of - 22,000 N ® 220 e
raw euter sasvenss ' Penswaes
[ ]
Rl o
Input of row mnboriale
95 1 rew emter )\ 220,- 20,900, 1,055.55 kg 232,22
‘05 * sda l’. 1 15.= L n.” * '6-67 kg L 0.26

g b eulforiy nold M Jes o120 ¢+ _ T8k e+ _0.4
=(20,935.-) =(1,10.- kg)  «(232.61)

» Lot of emcrpey:

158 of s'ccn d 1)@ 325.- 221,17 xg 3.61
10 K of sleotrieity X 0,62 62~ " M+ 0.6
- (.-) e (4.3)

+ liemaforturiing eosta of refinery:

O N 3 ¢ LSOO~ o Al

Costs of 90 t of re’incd predust = 24,322 .= e 270,24
(+lochel) sseseens seasee

et

N —

S
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Page 39
. .(D: Organio ohomicals)

Cost per t of rofinod product 270.24

+ 25 por cont cdministrative end solling ovorhoods + 67.%6

+ 20 per cent piciit(of tho sbove total) + 67.56

? + Turnover tox (5 per cont of sclling price) + _21.33
‘ =» Caloulated solling price = 426,69
I B WA WP I S TR e T O T SN an
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Exemple T: SUPERPIOSPHATE PLANT

This enterprica produces nornal supcrphosphates.  This is the simplest oase
in 211 tho five examples presented hero. Tha output concistis of one type. The
atforont prosers depnrtments heve muiunlly balanced copocitios so that thero is

colo of Intermclinte product. Sulphuric toid, ce well as row phosphate, is

"". \1 fIUm Ouu ;d v e

shis excrple gives, in additizn to the results of ihe nornal process oost
canting, o ealewletion of prremcters rimiler to thosc used in job order
eunting. T'or thoe purpose of cocting tho final product (normal superphoaphate)
b nrosedure is not quite nesersary.  However, thoge peranct: rg might -
oo ddorod an useful for intor—fira comprricons as well as for oveluetion of the

vt Lawign and work orpznization,

Tho Crinding and ciftir ; deparimont procesezoes 12,000 t (5.~/%) of phosphate
v yieldiug 10,000 L of ground raw phospheto which 1is thon processed in the

crcimporition chembers, 2,000 ¢t of sulfurie weid 18 required for thiis process.
sout poar ton of sulfurle ncid is 10,~, Aftor conpletion of thim procoss the
bl oveighs 2,000 ¢, 2,000 working hours wore recorded during the acoountiag
HRITs I8
This oulput s thou crushed in the mixor end the drum. The runaning time of
o tenl anountod te 4,000 hours, Approximately % per oont of the matericl Ampwd

v Iort during this process,

Tro 21007 4 nidling »osults in an cdlitiencl loec ¢f 10 per esnt. The
renang tine of the mill wag 3,000 hours,

Paockin: ie dona menunlly, wige ~ cmounted to 30,C00 ond thie particular eest
component is tractod as "direct cost' ‘n this oase,

The selling price per ton of phorphate is to be calculated innluding a 10 per
«b profit margin and the § por cont turnover tax,

fooo
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Page 42 '
(®: Bupoiphonphate plent)
Honufaeturing ovorhends relavivo to Jperformenca: :;:ﬁ‘:::n l
Porformeneo  of performe:,.
(v) Grinding end sifiing plant Output ‘
10,000 tong 2.~/ton i
(b) Decomporition chombors , Machine hours
2,000 by 10.=/np
(¢) Mixor oud drum . Mechinoe hours
4,000 hr 8.=/n1 ;
(4) Mi11 ‘ S ® Krohine hours i
. 3,000 hr J.=/ar
{e) Packing ' Dl ot wegos
30,000 150 por oont

(t) Administratiom and sales department

Henufesturing couts;

Naw phosphato - 60,000 . i
Sulfuric necid 20,000 |
Diroot wager 30,000 ‘
Ovorhecds of grinding plaat 20,000 *

Docomposition 20,000 *

Mixor . 20,000
mill 9,000 ‘
Loeking - 43,00

Nenufturing costs 224,000

Qrerhonds fdninistrotion ~rd s-1.m ‘w

HemwSacturing couvis

- 4,500 00 )
ﬁ‘ﬂzm—- 20 por eeat

b d D T T

feoe
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Z: Supcrphosphato plent) Page 43
”, CAILCULATION OF TH® SCLLING PRiICE
: T —— ‘
GRINDING PLANT AND SIFTING , _
Tot Cont per ¢
Row matorial: 12,000 ¢ raw phosphate A 50— ’ =
+ Total overheods grisding and rifting plont + 20,000
{10,090 ¢ of output » 2,-)
= Manufocturing costs of grinding end sifting = 80,000 8=
plent
DECOLPCSITION IN CHAIBERS
Raw antoriels:
10,00C t row phosphrte N 8, . 80,000
2,000 t sulfurls acid A 10,- + 20,000
¢ Total »rorho.ds docomposition in chambers
L?_,OOO heurs ‘:__1_0.-) * + EO.G)O
* Mawfactvring costs of decomponition in = 120,000 60~
chambs rg
WIXE: AD DELZS .
Raw m~torials: 2,000 ¢t A 60,- 120, 000
4+ Total overheads mixor and drum
{4,000 hours B 5,-) * + _20,000
e MNanufacturing costs of mixer and dra = 140,000
Input 2,000 ¢
= 2 per cont loss of weight - 100 %
« Output quantity 1,900 ¢ 73.68
Rew meterialaes 1,900 ¢ A 73.68 : 140,000
¢ Tetal overhoods mill (3,000 rours } ),-)® . 000
e Remufieturing ecstc of mill - = 149,000
Input 1,900 4
= 10 por cent loep um - _190 ¢
= Owtput quoatity 1,710 % 0.1

,ooa
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Foage 44
(3 Sgoryhoopiete piam)
o)
Row matcrtales 9,710 ) 07.9) - WP,xe
+ 'agoes (direei) ¢ I\ox
+ Tot.d everlends poeking :
(1.3 timos of v o) o LB
= ZNwmufasturing eeets of peehing « 504,000 L X )
20 por eant ndr ‘nistretive overhonds o ».» E
.
%0 por oomt profit wrogin R , % . ] #
S por e.nd turnovar trx of salliag prige $.% i
e o s - A ——— ——-— '
= Calculated selling priee .o
L ]
% .

*ummumummumm Wese praaten
vhiek nxe.nunwumutﬁwdmm
Bt quite 1o0emsary ia the celouletion of wall couts fa Whis encaple.
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