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T 
IHTRODUCTIONî   -    1> »    w^o .-'   * :V", -wp« *«»   obviously, f 
lo S-ve a clcmr .mtrrunr.diné   yf   cn^t accounting and 
budgetary tPchn--uor for pnu-ti-.^n,; and potential 
ÏÏnagereT   Con,u,^,uvp   I  inun'   tn confín.- myself to 
the bare oga^ntí ii   «; i/.jut *-inr  into too r;..ch detail. 
For those who   ,-   int i   ^<;    ir  a «oro  «wrlous study of 
these technique,   '   •-ior   t:,,-*   :O   the vnrinue  textbooks 
which givo a PKT-.-  ri,^'0U2  Irta tree-it of  the  subject«. 

However,  I sma"l «ndo-ivovr   m tria short paper to 
givs annwrra  to  tu   :\úl ••>*•! r* -.;.«. T.» ione :- 

1. What ar*    \ ,<; osi   x- ìTCW; and budgetary 
technique ,.r.d t.O's tr"   ti'ey  rolitod   to the 
Other OLCUüiLri^   locî^i-i^ùOP? 

2. that at« pa ar>  ».nvj.ivo-l  in installing oost 
aceounti.»i,-  "n<<  burt^-v-.i-y ayatfas*» 

3. What art   th.   tyion of  co^t systems and budgot»? 

4. Lastly,   ¡Ww ."in m-irvwniont nako use   of these 
new tcchn:.q;:u3 in deci ru on naking? 

I.    flflM» ACCQUWTIN^Fnv-^TNfí Ap THJSIB RELATION TO OTHER 
i^jiiïisiiiWmsÊSmfi 

Cost accounting and budgeting techniquua are a pert of 
what is now known a.« Management Accountancy which also includi! 
financial accounting «.Urial  control,   labour jo«*«*! 
production contri  -md the r^ortír* e.v atone.     Th° ^f^•* 
Sow is to use-  -a.,   w.-^ technique* toother to aasist various 
levels of ffl£.n^i;ûunt t    • their aro.^ of r< sponsibility 
more efficiently. 

There arc B<V< n :.. j-r r^cfssoM in/olved  in management 
accountancy tectmiq>>cnj- 

1.     Porr~u.iti;v 

In t>--   î'f"'   two noivtioncl  procesóos we decide 
what  3i ut'. L«:   J-ni'ï  und prepare plana to aohievt 
thr deliro ihi^'ti" o*, 

3, Organatili-:  Defin    authority and responsibilities 
clearly. 

4, Motivati«*:: KuuM.bhiiv; sound leadrship «»* 
gettin/.c  th.   r.oBt out   '...f oraployeee  through a high 
at andar-J   >f moral.« *md co-operation, 

5, Co-ordin'«tlnr:    AH   ^e activities of a project 
should b   co-ordinated in euch a way that all 
unitB  or-ìPitr at the  highest degree of efficiency 
and produci,' mximum profit« 

6, Controlling:- This involves comparing actual 
performance with the  standard to ascertain 
whether there &M any doviationa and taking 
corrective aotion. 

7, Communicating: Transmitting instruction» and • 
information, not only within the or^niaation, 
but alia, f<- outeiidcrs like customers, suppliera 
and oth'-rr» 



In other WM";.   A:.-- 
in ta important rolr.  ' i .,   * ^ 

inoonoeivabl    fcr ".¿y "'   ,       :' 
Without the ail •;'   Vu?»v   ;«„'.!.•. • ,v ., 

xi. foe IH iwgrAL^i„^i;i n m.r: :. :. 

il beine introduces,  ch'-.„.> ^'^ "«••£•' 

_ ; '    vr- 
.' v  end •* t  :.o 

.»trcl nyetern 
.r.'iii T • followed:- 

À.    Survey cf exit :'-r.r   •   ^   -'  t;v^" P"*lem8 

B.    Prep^m^ .n vT ..r/• » -    ' ^'   C   .r. "~a job 
d«B0Tip-'-Or!i. 

0,    Denicn ilyB«it"i  • 

fron ti*  poi:v.   o* or^ ^ up to   the poir 
of loonier; "-r-   *-vl. ; f : on »tore, 

the prooaiu:..*    „ •   atniimt to payin? 
out v/avT:ü'i' 

j# PlnaitcAn.l '';>•' *-'•*- 
accounts     ' •»   -.«>>':fj' 
vovichhre 1 

-.  (chron. of 
iorr;.'» and 

4. COD4; '.-co ,.it:..-      . 

•: ,   ,/i i..   V\c .M.-.. And   coding of: 

..     ,.- '      i>. c .arta 
, •-J -,    :  r :i Iruiroct 

--i -.. i   f.* "» 
• li. irect labour 

.  -t» -( 

j-  Z*t.<» and 

.,3 r.<\d vjuchorB 

,.•* ':„-min rasando an* 

0. Bafir.o tra4.i•••..'• 

F» Implome^t tl^ • 
tee etrrff. 

0« Follow-up thi  uyiix-ti 

•rl'TUti   ¡\ und   —lining 

It ehould or ;í^aro,t   ¡vi.  ..c'.  '.•er-/ ?•£~V J?" 
•at th«M ¡yetemi iarleoontaú,  ùo,n, cc^aiu-j; have only 
Ä-SSoffll SoovnUng mid  cv^uil o-t eyotens.   And 
SÎ.^SÎdîeît SS ¿y,  theo«  no.*•!** cannot bonefit 
ÏSlly froi actual coat vm-iw unieno «hoy ww 
lüpli«.n?.i in oonjuotiou with Uul,Mmry end standard 
ooejt •/•teM« 



III.      TYPES OF COS? W"MH~    Cont »ocouncin« 
ÄW   ÏÎIWlEloïu'. iy lì vidua into.« 

- St?t;dnr i l^.t.tfí 

- ,Jro Order Coetp 

- Pre OP st   Cojtn 

Howovor, in pncii^i  experience,  combination« 
of all thjvc typo Mil  bo found, 

TYPES OP BUDGETS t- Budr, t.i aro used for future 
planning "and cor.Crol -uni   they consist of the 
foilowing i- 

A«    Operating budgetc.    Thooo show planned 
operations for the  forthcoming period« The 
operations includet- 

i) Sales 
ii) Production 

Hi} Stocks 
iv) Purchasing 

Y) Labour 
vi) Costs 
•   Manufat turing 
- selling * distributing 
- Administration 

vii) Forecasted profit and  loss 

viii) Balance  Shoot forecast 
These will show physical auantitieB and 

monetary valuoo 

ix) Fi nane i i i   Budgnt, snowing the 
anticipât, jd sources and uses of 
funda,   (cash Flow) 

x, Capita]   Bud(,ot showing planned 
change in fixod Assets« 

XV.«    POST ACCOUNTING. BUDGETING AND MANAOIMBNT DBCTSIOllfl 

I have alnndy indicated the importance of 
coet accounting and budgeting to management.    Hero, 
I an going to *;ive nomu examples of the value of 
costing informati un in arriving at conclusion« which 
allow management to maxima te profits or minimi «e 
losaos* 

AB you may be aware  one of the main problems 
in decision making is to pro-deteruino.  the effect of 
a given dociaion on th<; long-term efficiency of the 
business,   Some  of the problems which may be solved 
by tho use of cost accounting and budgeting techniques 
are:-« 

1) Profitability of dspartmonts or 
products 

?) Pricing of products 

3) Suspending activities (closing down) 

4) Ma, o or buy decisi >nt 



5) Expariü or buy J*.CAUI J.VS 

6) Compurnif; Mitciunea   uu(  ritual   labour 

A* AB an example  of j.roi\tabjy oí   ¿i parteen-e or producta, 
oonsidor compar.y  S  whicn i:.iuuf*.c ,ui- :   f.ireo  products A,  3,   fino 
C.    The cost of .'.ici. .;   '-H fcl;. ,*f.- 

ifU 

>J.''«X' 

Direct Coats 
(Direct Matort' 
direct labour 4 otr.tr 
variable extensos) ',6.000 

inlJ, 

b 
ii» 

»COOP 

Contribution 
Jl Contribution 
te-Stolu  

112,000 

Wî>.... 

U.Sha 

¿22*002. 

*O.OM 3?iW 
50,000 

62* 

28,000 

Product A in moro profitable   that, the other two. T- 
othsr words,  the more of product A that the company produces, 
the more profit it make« if the market accepts excess 
quanti ties and if  othor cc-oporat.vn* factors like labour and 
saohlnea are ava i labio« 

•• Frloln* 

Ai a rule,   the manngomunt of any conpany ahould be 
•try cautious when fixing tho pnce  for arty new product. 
Alternative oourses of action should be considered,  that 
!• «hat percentage of profit should bft adopted.    The 
following oxample will illustrato the  situation. S Company 
is «arketing a new product, ar.d  this io the information 
presented to tho mañanaron   of the compon: :- 

1. Percentage of profit for other products 
of the company'  is 25* of total costs. 

2. Tho quantity that can be sold if fi*"}ce 
is fixed at a profit margin of 25* is 
estimated at 10,000 units. 

3. l'ha unit cost of this product is 20/- 
at this expected level of production. 

4« Tho quantity that can be sold if the 
profit margin is 15/ of costs is 
estinated at 20,000 units. At this level 
of production the coet por unit is 
U.Shs. 13/- 

5. The expected quantity to be »oldif 
profitWffin <B only 10* is 100.000 
unite and cost por unit at this lsvel 
of production i a U.She« 17/- 



Decision:- 

(1) * of Fro fit 

(2) Expocteu  «,j.iiitu- 
to be  8c Id 

(3) Cost per unit 
(U.îîho) 

(4) Selling Price 
(u.ShfO 

(5) Total Cost of 
•xpoctcd qu-vntitv 
to be  3old(U#ShB/ 

(6) Sales     (U.Shs) 

JèSL 

i?0/- 

J£¿. 

10,000 21 ,000 

25/- 

¿00,000 

2^,0000 

13/- 

¿0/70 

360,000 

114,000 

N«t Profit  6 - S(U.fihg)     50,0'X-      54,000 

JOL 

100,000 

17/- 

18/17 

1,700,000 

187,0000 

170,000 

It  is clear   th ;t  r\-\x¿\rj ::..>.• ai will  find   the  du ci ni on to 
produce  100,000  units   that r;\v, bt:   9">1J at  a profit of 
10* is the hf ot. 

These  two   • •xanr.lcs give  n  ii ir.pl«.  idea abrvut   the 
importance rf co:.-'t   md  buiicotir^ irii".>nration for decision- 
making and offici'.ut   nu^in^ of "i company.    Other examples 
can be given for*   t/.i.      Or.r  pr•-\>\..T.'-:  lifted  nbevo« 

Tn   conciliò':   n,   1  wiuh  •^   •> ; ;-cru; the hap;»   that in 
this ahort pa; >.;r,    '   r.iv .rivn   i  > in.-.r picture   of  there»» 
techniques of ••r-\t   -i-muntane y and   pudpe^iiy oyster»»« 
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