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Introduction 

With  the increasing coup J exit y and aise of tosino** within n 
difficult  business climate,   the need for  tight  and more de- 
tailed financie! planning and control  is bo coming mora and 
more essential,   m nearly every decision  the bumlnoaa manager 
make»,   hv haa  to consider tlw promeut  financial   situation of 
the company and  the financial  impact  of hi» deciaion.  In 
addition,  a number of factors oxist   today which make financial 
activities «ore  vital   than in  the pustt 

Administrative costs are riming at faater  ratea  than 
revenues and profits 

Larger,  moro complex and rapidly changing organisational 
structures 

Increased complexities of products and sorvlcos 

Extended needs for reporting due to Influence outside 
of the company 

Increasing levels of competition 

Increasing costs for capital,   raw materialm and energy. 

Because of those factors, all  enterprises have  to consider 

faster and more comprehensive systems in thofaroa of finan- 
cial management.  Major parts of such a system are financial 
and cout accounting. 
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Coot  Accounting  Development 

The formar general  accounting Systeme do not  astiafy  the 

roqui rements of modern business management.   Current and 
up-to-date information  about   the budgetary situation in tho 
coat contors and about  tho  variable and fixed aoata charged 
to the product are prerequisites tor a  functional  control 
ay a torn.   Variances caused by changos in prices,   in production 
quantities or efficiency must  be  identified and analyaed 
huea um*  they are  the  input  for urgent management  decision». 

Thin  recognition  lai   to the introduction of  the 2-circle 
accounting system,   that mentis   to a certain degree separating 
co ut  accounting  from financial  accounting.   Tod o y coat accoun- 
ting normally  workc;  with  standard pricoa while financial 
accounting is  required by  law  to actual  pricoa,   Tho advan- 
tage, of independence  in  regard  to  time    period and valuation 
must bv seen againut   tho disadvantage  that   this  system re- 
quires   the accounting  department   to adjust between both. 

To make  the results more meaningful   it  became necessary  te 
divide   the cost  in u proportional  and a  fixed part.   This 
allowu   to display  the  dependence and correlation betwoen 
charged cost  and produced goodn  and delivers   tho critical 
boundary   (contribution margin)   where  the production no longer 
covora   the variable cost.   On   tho other hand  thia  aplitting 
leads   to a doubling  of  the  data   to be handled.   Another method 

for  improving  the meaningtulness  is  to  increase  the number 
of cost  types and,   aa  far as it is sensible,   the numbor et 
cost end work centers. 

The accounting system of a  medium sise company works today 
with about  200  - 400 different coat  types and 400 - 600 cost 
centers. 

I 
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In addition  the calculation proeoao ia done slmultancoualy 
by meen» of 

Actual  t Standard Coat 
Planned Coat 
Standard Prices 

Absorption and Direct Coat 
Standard and Actual  Quantitiea 

all  thio  data can no longer bo handled manually and  there- 

foro thitt  administrative work  is  transmitted  to the commutar. 

The capability of the computer  to process a  tremendous  quantity 
of data  gives us  the opportunity  to use different  assessment 
methods  ranging from the simplest way of a fixed amount  up  to 
.the iterativ« .method.   Beyond  that it  will  dolivar consolidated 
coat center reports for all  hierarchical  levóla and according 
to  the organization of the company,   specifically considering 
the aocondary cost.   The benefits of a computerised accounting 
system can  only be employed  if meaaurea  to aaaure data  security 
havo been   taken.   Data communication facilities support   tho 
data  aoevrity by  recording all   transaction* on n   log-tape and 
by controlling  the access   to   the stored data  by codes  and 
authority-tables.  Data bases  furnish advantageous fmaturoa 
auch aat 

Data Independence 

Logical  Relationships 
Reduction of Data Redundancy ' 
Secondary Indicée 

Data Compression 

which aro prerequisites for an  integrated control  system 
including  all   applications  of  tho production area am  well 
as  thoae of  the financial  area. 

_¿> 
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Interfaces of Cout  Accounting   to Financial  and Production 
Are*» 

Coat  accounting  im   the connecting moanik   »tono botwecn   tho 
applicationa  on  tho production  aide and  those on  thm buoineas 
management  aide,   J ta procosuing ia   involved with 

Cuittomcr Ordvr Servicing 

o        Pricing 

o        Estimates   (in  tetma of coat,  quantity,  mach. 

utilization,   burden)   {or calculation 
e        Control   of product coat variance« 

Bnginocring  and Production Data  Control 

o        Standard  costa basad on standard quantitioa 

taken out  from Bill of Material   - and Routing 
Data  Uaav 

• Information from und to Maater  Data Basa 

Plant Monitoring and Control 

o        Production Data Entry during processing and 

completion meaaage which  triggora tho and' 
calculation and the posting  to   the finished 
food«  account 

- Procurement  and atoros Control 

• Material   Requisition Data 
m       acceptance Meaaage for Valuation at incarnine} 

Material 
o        Valuation of atock 

I 
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Financial Accounting 
i 

i 
•       A Jot of  accruals and variances must bs séjustmé 

between  P.A,   and C»A. 

o       Oporation performance result 

Mhott Rungs  Planning 

e   Cash Management based on Kxpmnsaa una Revenues 

by C.A. 

o        Budgeting i M  tha prerequisite tot the creating 

oí planned)  cost. " 

Even  those few above mentioned interfaces show that  therm f 

«ri J i be  no fune ti on« i Con tro J Syst*» without integrated ¡ 

Çoat Accounting bit nod on a common  OB and considering the 

interface»  to production and AHt areas» 






