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Introduction
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With the increasing comploxity and sixc of busin within a
difficult businces climate, the necd for tight and more do-
tailed financial planning and contzol is bocoming more and
more easential. In ncarly every decision the businoss manager
makes, hc has to consider the present financial situation of
the company and the financial impact of his dccision. In
addition, a number of factors oxist today which make financial
activities morc vital than in the past

Administrative costs are rising at faster ratos than
revenucs and profits

- Larger, moro complex and rapidly changing organisational .
‘structures
- Increased complexitics of products and sorvicos
- Extended necds for reporting duwe to influence eutside

of the company
- Incrcasing levels of competition .
- Incroasing costs for capital, raw materials and ehorgy. ‘
Becayso of those factors, all enterprices have to considor
fastor and more comprehensive systems in thotarca of finan~

clal managoment., Najor parts of such a syatom are financial
and cout accounting.
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Cogt Accounting Development:

The former goncral accounting systems do not satisfy the
raquircements of modcorn business managcment. Current and
up-to-date information about thc budgotary eituation in the
cost conters and about the variable and fixed costs charged
to the product are prorcquisites for a functional control

_ Systam. Varianccs causcd by changos in prices, in production
quantitics or e¢fficluncy must be identified and analysed

because they are the Input for urgent management decisions.

This rocoguition lod to the introduction of the 2-circle
accounting systom, Lhac means to a certain degree seéeparating
cost accounting from financinl accounting. Todny cost accoun-
ting nrormally works with standard pricas while financial
.accounting is rcquired by law to actual prices. The advan~

tage. of independence in regurd to time pordod and valuation
must boe scoen against the disadvantage that this system re-
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gquirceo the accounting department to adjust between both.

Yo make the results more meaningful {t. became noccssary to
divide the cost in a proportional and a fixod part. This
allows to display the dependcnce and correlation betwoen
charged cost and producued goods and delivers the critical
boundary (contribution margin) where the production no longer
covers the variahle cost. On tho other hand this splitting
leads to a doubling of the data to be handled. Another method
for improving the mcaningfulness is to increasc the numbor
of cost typcs and, as far as it ig scnsible, the numbor of
coast and work counters.

.
fhe accounting gystom of a medium sise company works today
with abcut 200 - 400 difforcut cost types and 400 - 600 cost
centers.




In addition tho calculation procoss is done simultancously

by means of

Actual ; Standard Cost

Planacd Cost

Standard Pricos

Absorption and Direct Cost
Standard and Actual Quantities

All this date can no longer bo handled manually and there-
fore this administrative work is transmitted to the computer.

The capability of tha computoer to process a tremendous gquantity
of data gives us the opportunity to use different assecssment
methods ranging from tho simplest wvay of a fixod amount up to
.the iterative method. Beyond that it will doliver consolidated
cost centeor rcports for all hicrarchical levela and according
to the organization of the company, specifically conaidering
the socondary cost. The benefits of a computerised accounting
system can only be employed if measures to essurc data socurity
have beon taken. Data communication facilities iupport the

date sccurity by rccording all transactions on o log-tape and
by controlling the access to the stored data by codes and
authority-tables. Data basecs furnish advantagecous features

such as;

Data Independonce

~Logical Relationships
Reduction of Data Redundancy
8econdary Indicces

Data Comptression

which iro prerequisites for an intogreted control system
including all applications of the production arca as well

ag those of the financial arca.




-5 e

dnterfaccs of Cost Accounting to Fingncial and rroduction

Arcas

Cost accounting is the connecting mosaik stone between the
applications on the production side and those on the business
managocment side. Its procoessing is involved with

.- Cusitomer Ordor Scrvicing
o Pricing
] Egtimates (in terms of cost, quantity, mach.
utilization, burden) for calculation

i "o Control of product cost variances
- Enginvering and Production Data Control
o 8tandard costs basod on standard quhutltlon -

taken owt from Bill of Material - and Reuting
Data Basc

o Information from and to Naster Data Base
- Plant NMonitoring and Control
o Production bata Entry during processeing and

completion message which triggers tho end-
» calculation and the posting to the finished
goods account '

- Procurcment and Storos Control

[ ) Naterial Roquisition Data

® Acceptancce Nessage for Valuwation of incoming
Naterial
o Valuation of stock




- riuancial Accoun tlng‘_

® A lot of accruals and variances muet bo_‘o‘,djoctod
between F.A. and C.A.
° Oporation performance result

- Short Range Planning

o Cash Nanagoement based on Axpenses and Reveuucs
by C.A. . _

o N dudgeting is tho preroguisite for the creating
of planncd cost.

&ven these few above montioned Jntoitacol show that there
will be no Punctional Control System without dntogreted
Cost Accounting based on a common DB and considoring the

dntesfaces to production end ANF areans.
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