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ABSTRACT 

This research report is aimed at testing the relevance of Plaut 

Activity Based Costing, at a time in the international management 

accounting domain when debates are rife as to the future 

direction management accounting should take. 

Relevance was tested using nine parameters. These nine 

parameters were acquired from contemporary management accounting 

literature. Questionnaires were sent to a population of Plaut 

Activity Base Costing users, who had to rate it as an approach 

to management accounting for its relevance against each 

parameter. 

The findings of this research report are that the Plaut Activity 

Base Costing concept gives a superior degree of relevance. Of 

specific significance is the highly positive effect it has on the 

profitability of the companies that employ it. The findings also 

show that enhanced profitability is the product of the effective 

addressing of a wide range of issues within an organisation. 

Plaut Activity Based Costing also tested highly positive on the 

other eight parameters for relevance. 

The aim of the research report was achieved, and it can be 

unequivocally stated that a management accounting method does 

exist today that ensures relevance to its practitioners. 
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Abbreviations: 

ABC 

ABS 

ACP 

BOM 

CMA 

CUM 

EDP 

FCA 

LH 

LHM 

MH 

MIS 

SAP 

OP 

OR 

PC 

PH 

PPI 
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SH 

SQM 

SUH 

TK 

Glossary of abbreviations ana terms. 

Activity base costing 

Absolute value. 

Analytical cost plan. 

Bills of material. 

Classic management accounting. 

Cubic meters. 

Electronic data processing. 

Fixed cost absorption. 

Labour hours. 

Labour hours maintenance. 

Machine hours. 

Management information system. 

Systems applications programs - a German software 

house. 

Operating. 

Organising. 

Planning and Control. 

Planning hours. 

Plan price iteration. 

Return on investment. 

Support hours. 

Square meters. 

Set-up hours. 
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Terms: 

Bills of material - a list that indicates all the raw 

material, semifinished parts and purchased items that are 

needed to manufacture a product. 

cost accounting - see management accounting. 

cost driver - that function/activity that a cost centre 

performs that results in its expense pattern. 

Classic management accounting - the traditional approach to 

management accounting, using mainly direct labour as an 

allocation base. 

Direct cost centre/activity base - a cost centre/ activity 

base of which the costs are charged directly to the 

receiver with a standard cost rate. 

Indirect cost centre/activity base - a cost centre/activity 

base of which the costs are allocated indirectly by means 

of standard allocations to the receiver. 

Non-measurable/secondary indirect cost centre/activity - a 

cost centre/activity of which the authorised budget is 

determined as a function of its receivers' activities. 

Plaut ABC a comprehensive approach to management 

accounting that utilises cost centre accounting, product 

costing and contribution margin management. 

Primary cost - a cost is a primary cost when it is incurred 
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initially, i.e. an expense that triggers a flow of money 

out of the company. 

Primary cost centre/activity base - a cost centre/activity 

base of which the costs are allocated or charged to a 

product. 

Proportional cost - that part of total cost that has a 

linear relationship to the cost driver of the cost centre. 

Relevance - the degree of practical pertinence supplied by 

a management accounting method to an organisation. 

Routings - a sheet that indicates the 

operations that a product must pass 

manufacturing process. 

total number of 

through in its 

Secondary cost - a cost that is charged, allocated or 

settled within an organisation i.e. this implies the flow 

of money within an organisation. 

secondary cost centre/activity base a cost centre/ 

activity base of which the costs are allocated or charged 

to other cost centres. 

variable cost - that part of cost that fluctuates over 

time, fluctuations are independent of cost centre activity 

levels. Variability are normally addressed in the Plaut 

ABC concept by the use of standards to smooth cost rates. 
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Chapter 1 

1. Introduction. 

In this chapter the historic background to the research report 

and an introduction to the topic will first be given. In this 

regard and in defining the topic, I relied heavily on Relevance 

Lost, The Rise and Fall of Management Accounting by Johnson and 

Kaplan, 1987, in which an excellent exposition is given of the 

historic development and the decline of management accounting. 

The introduction to the topic will be followed by a statement of 

the purpose of the report and a detailed definition of the 

research topic. Next, the scope of the research report and the 

constraints on the report will be discussed. 

The chapter will be concluded with the hypothesis to be tested 

for and the plan of development for the report. 

2. Historic background to the research topic. 

Although bookkeeping has been around for centuries the demand for 

management accounting information information about 

transactions occurring within organisations - is a much more 

recent practice. In the centuries prior to the lSOO's businesses 

tended to be small privately owned entities, with not much of an 

organisational structure and conducting business as buying and 

selling of goods or just selling a service, for example a 

blacksmith. Such a business, if in need of labour, would 

purchase it from the market. 
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In the 19th century, the industrial revolution brought gains to 

larger organisations through economies of scale. This resulted 

in larger firms with hierarchical structures. These 

organisations needed to be managed more thoroughly internally to 

ensure long-term viability. 

The price of output from internal operations and the viability 

of internal services as opposed to purchased services became 

increasingly important, thus was born - management accounting. 

These early systems focused on conversion costs and produced 

summary measures such as cost per hour or cost per ton. This was 

normally the product of direct costs such as labour and material 

and an overhead allocation. The goals of these systems were to 

identify the different costs for the semifinished and final 

products as well as information on efficiencies and productivity 

measures. Formal financial statements did not have pre-eminence 

at this stage. 

These early management accounting systems were established in the 

19th century railways, textile and steel conversion industries. 

They were primarily intended to ensure the effective and 

efficient execution of the mono-activities of these types of 

organisations. Financial accounting and management accounting 

were still operating independently of each other. 

Towards the latter half of the 19th century management accounting 

got a further push from the scientific management movement. The 

production standards developed by Frederick Taylor and the like 
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were easily converted into standard costs. This was used for 

management decision making - primarily pricing. The final 

developments in management accounting occurred in the early 

decades of this century with the emergence of multi-activity 

diversified corporations. More intricate measures became 

necessary to manage these organisations as the number of products 

produced and markets serviced increased. The development here 

was largely done by engineers for their own use. The information 

contained a lot of detail and was highly suited to product 

costing and management decision making. 

The problem of how to allocate capital to multi-activities was 

effectively addressed by F. Donaldson Brown from the Du Pont 

Corporation (Kaplan, 1987, p. 11) by the introduction of the 

return on investment (ROI) concept. ROI was used to measure 

upper levels of management while departmental levels of 

management were still measured on efficiencies and productivity. 

By 1925, virtually all management accounting practices used today 

had been developed: budgets for cash, income and capital, cost 

accounts, flexible budgets, sales forecasts, standard costs, 

variance analysis, transfer prices and divisional performance 

measures. (Kaplan, 1987, p. 12). 

3. Introduction to the research topic. 

In the decades following the 1920 1 s management accounting systems 

did not keep up with the continued diversification in products 
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and increased complexity in production processes. 

This can mainly be attributed to three factors: 

- The emphasis placed on financial accounting at the time, 

to the detriment of management accounting. 

- The lack of electronic data processing (EDP) capabilities 

in the decades following the 1920 1 s. 

- The costs involved in maintaining an additional system 

for management accounting. 

The end result is what Johnson and Kaplan (1987) dubbed: 

'Relevance Lost, The Rise and Fall of Management Accounting'. 

BY implication, management accounting has reached the stage in 

the 1980 1 s, in practice, where it was of little or no use to 

management for planning, control and decision making. This 

applies in all three areas of application in an organisation -

namely operational, managerial and strategic. 

4. A detailed definition of the research topic. 

While financial accounting rapidly grew in stature after the 

1920's, management accounting systems fell into neglect. 

This is partly due to the fact that family-owned businesses were 

replaced by large shareholder-owned businesses. The vested 

interests of shareholders, pressures from capital markets, 

regulatory bodies and records for taxation purposes resulted in 

a lot more emphasis being placed on financial accounting and the 
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financial reports that it produced. Thus was born the public 

accountant who had a keen interest in establishing well-defined 

procedures for corporate financial reporting. 

These auditors had little interest in the relevance of 

information for internal planning, control and decision making. 

Their concern was rather for the impact on reported profits. 

Inventory valuation for example, would be governed by 

conservative accounting practices based on objective, verifiable 

and realised financial transactions. This had two major 

implications: 

- A too aggregate approach to product costing was adopted. 

- Allocation bases were often incorrectly used and over 

exhausted - for example a 700 % overhead burden on labour 

costs. 

This injudicious use of allocation bases was further aggravated 

by the reduction of the labour component in production and the 

drastic increase in the use of computers and robotics in the 

latter half of this century. 

The lack of EDP technology in the first half of this century did 

nothing to stop the stagnation of management accounting from 1920 

onward. The cost of maintaining an additional system for 

management accounting also added to the degeneration. 

Management accounting ended up being a system dictated to by the 

external reporting mentality of financial accounting. This 
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resulted in it supplying information too late for effective 

control, with too little detail. Its focus was also distorted 

to that of period related short term profit reporting. 

This resultant irrelevance is apparently assumed to apply in the 

1990 1 s in management accounting on an international scale. This 

is apparent from the debate amongst international academics on 

the current state of management accounting as well as the 

seminars and conferences being held worldwide to propose 

solutions to the current problem of irrelevance. 

It seems to be accepted as fact that there is no management 

accounting method available today that ensures relevance, i.e. 

all have fallen prey to the regression of the past 70 years and 

the financial accounting syndromes that have captivated 

management accounting internationally. 

This report questions this broadside levelled at management 

accounting in general since the mid 1980 1 s. It will attempt to 

show that what is currently envisaged by I enlightened 1 

practitioners and academics alike, to restore relevance to 

management accounting, is unnecessary since a management 

accounting method that ensures relevance has been in existence 

since 194 6. 

Is it really necessary for managers to develop new systems 

parallel to their financial accounting systems on Personal 

Computers (Kaplan, 1990) to restore relevance? Or to try and 
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bridge the gap by patching their existing classic management 

accounting systems (Porter and Akers, 1987; Bromwich and Bhimani, 

1989; Ferrara, 1990; Piper and Walley, 1991). The latter first 

having to overcome its intrinsic flaws (Kaplan, 1987; Cooper and 

Kaplan, 1988; Johnson, 1988; Cooper, 1990; Dugdale, 1990; 

Ostrenga, 1990; Morrow and Connoly, 1991). 

The management accounting method that will be tested for its 

relevance is the Plaut Activity Based Costing (Plaut ABC) 

concept, instituted in 1946 by Dr. Plaut in Germany. By the end 

of the l980's the Plaut ABC concept has been implemented in just 

over 2300 companies in 7 countries, namely Germany, Austria, 

Switzerland, the Netherlands, Italy, Namibia and South Africa. 

The concept is therefore an international one that should be 

considered whenever the relevance of management accounting is 

addressed in the 1990 1 s. 

s. Primary purpose of this report. 

The research project will evaluate the Plaut ABC concept for its 

relevance as a management accounting method through empirical 

research. This will be done by testing for its relevance against 

the parameters for a relevant management accounting method. 

The primary purpose of this research report is therefore to prove 

that Plaut ABC is a management accounting method that ensures 

relevance in practice today. 
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6. The scope of this research report. 

This report does not attempt to prove that management accounting 

in general has not lost its relevance. The irrelevance of 

classic management accounting (CMA), as taught and practised in 

cost accounting today, is accepted as fact. What was said above 

on the section on historical development and by way of 

introduction to the topic of this report, is considered to apply 

specifically to CMA. The irrelevance of CMA has been thoroughly 

debated in the last few years (Kaplan, 1987; Cooper and Kaplan, 

1988; Johnson, 1988; Cooper, 1990; Dugdale, 1990; Ostrenga, 1990; 

Morrow and Connoly, 1991) and even staunch proponents of CMA have 

admitted to it lacking (Porter and Akers, 1987; Piper and Walley, 

1990; Ferrara, 1990). 

The scope of this report is an international one and will, in 

addition to its primary purpose, also attempt to highlight two 

additional facts: 

- Cooper and Kaplan either committed a serious oversight 

(wilfully or unknowingly) or their scope with 

'Relevance Lost', in 1987 was too limited to be able to 

come to the conclusions which they did with regard to 

management accounting today. 

- The debate currently raging on supposedly •new' solutions 

to the problems of management accounting, such as 

Kaplan's Personal Computer approach to ABC, is an 

unnecessary re-invention of the wheel. 

The research will further be carried out within the constraints 
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as set out below, and any expositions and interpretations of the 

results of this research project, outside of the said 

limitations, should therefore be considered as subject to certain 

assumptions or as purely hypothetical. 

7. The constraints on the report. 

The research project was only carried out amongst multi-product 

companies that have implemented the Plaut ABC concept since 1946. 

A multi-product company being a company with 20 or more end 

products. It therefore follows that the results of this project 

do not directly apply to other versions or interpretations of 

Activity Based Costing. 

The questionnaires were addressed to the Managing Directors of 

the companies for completion by them. The results of this 

project should therefore not be considered as indicative of the 

Plaut ABC concept's ease of management accounting application, 

since such information would only be available from the 

management accountants themselves. 

Only 10 % of companies outside of German-speaking Europe returned 

questionnaires. German fondness of detail and their culture of 

precision and thoroughness might well be a factor in the 

successful implementation and maintenance of the Plaut ABC 

concept. This statement however is not intended to diminish the 

results of this report but to ensure that all factors are 

considered, since with regard to this matter the Plaut ABC 
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concept and the accompanying software are of the more complex in 

the market today. 

e. Methodology and hypotheses. 

The parameters for relevance will first be gleaned from 

contemporary management accounting literature. For each of these 

parameters a standard will then be determined that represents the 

degree of relevance of CMA. This standard will form the base 

line against which Plaut ABC will be measured to determine 

whether it gives a significantly higher degree of relevance than 

CMA. 

A statistical test will be done to establish the significance of 

the difference in relevance. The nil and alternate hypotheses 

that will be used in testing for the difference between two means 

are: 

Nil hypothesis: The degree of relevance for companies 

that have implemented the Plaut ABC concept is equal 

to the degree of relevance of CKA. 

Alternate hypothesis: The degree of relevance for 

companies that have implemented the Plaut ABC concept 

is not equal to the degree of relevance of CKA. 
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9. Plan of development of the report. 

In the next 6 chapters (Chapter 2 to 7) a detailed discussion on 

Plaut ABC theory will follow. Chapter 8 will contain an 

exposition of the parameters for relevance from contemporary 

management accounting literature as well as a discussion on the 

design of the questionnaire. 

Chapter 9 will describe the procedure followed in gathering data. 

Chapters 10 and 11 will contain the findings of the research 

report and the discussion and analysis of findings respectively. 

Finally, the conclusion to the research report will be given in 

Chapter 12. 



Chapter 2 

1. Introduction. 

This chapter will serve as an introduction to Plaut ABC. A short 

historic overview of the company and its product will be given 

as well as its current standing in the market. In section 3 the 

Plaut ABC concept's focus, objectives, its requirements and 

functions will be highlighted. 

This will be followed by a discussion of the basic cost 

relationships underlying activity based costing as seen by the 

Plaut organisation. An introduction to planning in Plaut ABC 

will be given in sections. 

Finally, the chapter will be concluded with the areas of 

application of the Plaut ABC concept. 

2. The history of the Plaut organisation. 

2.1. Introduction. 

Hans Georg Plaut was born in· Hanover on 11.2.1918. His 

tertiary training started of in mechanical engineering. He 

was subsequently employed as a Quality control engineer. 

While in this capacity, in 1942, he was drafted to assist 

with the introduction of a management accounting system. 

On completion he joined a consulting practice in Hanover, 

the Michel Institute for Manufacturing Science. 
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2a2e Plaut ABCa 

In 1946 he established his own consulting practice, known 

today as Organisation Plaut AG. The main purpose of the 

f inn was the development and implementation of control 

systems for production and service industries. 

Plaut initially had mixed successes with academics on his 

ideas concerning management accounting. In 1948 he teamed 

up with Wolfgang Kilger, a lecturer at the Gutenberg 

Schule. Through the years Kilger penned a number of books, 

the most noteworthy of these probably 'Flexible 

Plankostenrechnung und Deckungsbeitragsrechnung 1 an BOO 

page explication of Plaut ABC theory, which first appeared 

in 1961. 

Plaut does not lay claim to conceiving the activity base 

costing concept, but he does lay claim to a comprehensive 

approach to management accounting. This approach involves 

a unique blend of historically founded concepts and novel 

approaches to management accounting practice. The approach 

will be explained in detail in subsequent chapters. It is 

interesting to note that the 1 Plaut ABC' acronym, is a more 

recent phenomenon and are mainly used by English speaking 

clients of the firm. In German-speaking Europe the concept 

is generally referred to as 'Grenzplankosten- und 

Deckungsbeitragsrechnung', which have a much broader 

meaning than the term activity based costing. 
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2.3. Electronic data processing. 

The complexity of the Plaut ABC concept led to the early 

identification of EDP needs. Plaut himself published 

articles on the subject as early as 1951. 'Lochkarten und 

Elektronik im Industriellen Rechnungswesen' was'his first 

formal writing on the subject, it appeared in 1958. 

Subsidiaries to the Plaut consulting firm, Plaut Software 

AG and Plaut Software GrnbH, were founded to develop 

mainframe software specifically for Plaut ABC. 

In more recent years the Plaut company entered into a joint 

venture with a leading German software house, Systems 

Application Programs. The latter is the pioneer of and the 

world leader in 1 rntegrated on-line real-time' mainframe 

software. 

2.4. current standing in the market. 

The Plaut consulting firm has grown since inception and 

today employs± 500 people. The company is considered as 

the consulting firm on management information and costing 

in German speaking Europe. 

Some of the 2300 companies that have implemented the Plaut 

ABC concept are BMW, Bosch Siemens, Birfield Transmissioni, 

Lufthansa, DAF Trucks, IBM Germany, Hoechst, Kodak, Mobil 

Oil, Michelin, Pirelli, South African Airways and Porsche. 

The information on the historic development of the Plaut 
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organisation was obtained from Scheer (1988, p.3-15). 

3. The Plaut ABC concept. 

3.1. Its focus. 

The Plaut ABC concept has the intention of directing an 

organisation's focus on three aspects: 

- Future oriented through planning. 

- Decision oriented through timely, relevant 

information. 

- Case oriented as opposed to the traditional 

financial accounting approach of being period 

oriented. 

(Plaut seminar notes, 1991, p. 1.10-01). 

3.2. Its objectives. 

The three main objectives are: 

- Cost control. 

- Profit control. 

- Management data information preparation. 

(Plaut seminar notes, 1991, p. 1.10-03). 

3.3. Requirements to support it. 

The requirements to meet these objectives are: 

- An accounting system. 

- A planning system. 

- An information system. 

(Plaut seminar, 1991, p. 1.10-02). 
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The word 'system' above does not mean computer software, 

but rather implies the concept or philosophy. 

A further requirement is that of an EDP system. The 

following is a summary of the needs that an EDP system 

should satisfy: 

- Up to date. 

- Integrated. 

- User friendly. 

- Adaptable. 

- Stable. 

- Secure. 

(Plaut seminar notes, 1991, p. 1.30-01). 

3.4. Its functions. 

The functions of the Plaut ABC concept are the following: 

- Planning: The planning process is normally referred 

to as Analytical cost Planning (A zero-based 

approach). 

- Control : This is done by means of a flexible 

budget, generally referred to as the Authorised 

Budget. 

Analysis : This entails the review and 

interpretation of variances. 

(Plaut seminar notes, 1991, p. 1.10-04). 
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4. Cost relationships in the Plaut ABC realm. 

(Kilger, 1988, p. 38 - 40). 

- Fixed costs to activity quantity. 

As can be seen 
Figure 2.1 

from Figure 2. 1, 

planned fixed COST RELATIONSHIPS 

costs will not 
FIXED COSTS TO PLANNED ACTIVITY 

cosTs~--------------~ 
vary with the 

1 e V e 1 0 f 

activity. For a 

specific planning 

period and for a 

given level of 

planned activity 

the total fixed 

0 

ACTIVITY QUANTITY 

cost, to supply such a service, will not change. 

'"" 

Fixed 

costs will however have a stepped relationship to activity 

quantity over the long term, i.e. at a certain higher level 

of activity output, some capital investment is required to 

further increase output. (Vikas, 1991, p.40). 

- Proportional and fixed costs to activity quantity. 1 

Figure 2.2 illustrates the relationship between total costs 

(fixed costs and proportional costs) and activity quantity. 

The theory here is that for an activity, which a cost 

1 Refer the section on glossary of terms for an explanation 
on the difference between proportional and variable costs 
within the Plaut ABC concept. 



centre produces, 

there exists a 

linear 

relationship 

between the 

activity quantity 

being 

a n d 

produced 

t h e 

proportional 

costs incurred. 

That is to say 
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Figure 2.2 

COST RELATIONSHIPS 
FIXED AND PROPORTIONAL COSTS TO ACTIVITY LEVEL 

COSTs~-------------~,~,..,~ 
PROPORTIONAL 

o._ _____________ _.._ _ _, 

ACTIVITY QUANTITY 

that for each unit of activity there is an additional cost 

amount needed to produce it (within a given fixed cost). 

This amount is equal to the amount needed to have produced 

the previous unit of activity as well as the amount needed 

to produce the next activity unit. (Vikas, 1991, p.40). 

- Activity unit cost to activity quantitye 

As can be seen from Figure 2.3, for a given amount of fixed 

cost, the cost per activity unit decreases as the level of 

activity increases. The figure also indicates that for a 

specific planned activity level only one activity rate 

exists. The standard rate calculated for each activity at 

the beginning of a planning period remains at the 

calculated value for the whole planning period. This 

standard rate comprises a proportional component and a 

fixed component. This has the implication that producing 

less activity than planned, will therefore result in the 



under-recovery of 

fixed costs and 

producing more of 

an activity than 

planned 

result in 

will 

the 

over-recovery of 

fixed costs. 

Note that an over 

or under-recovery 
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Figure 2.3 

COST RELATIONSHIPS 
ACTIVITY UNIT COST TO ACTIVITY QUANTITY 

COSTS 

0 ~---------------~. 

ACTIVITY QUANTITY 
of proportional 

costs cannot occur. (Plaut seminar notes, 1991, p. 1.10-

07). 

- Actual costs and Authorised costs. 

Figure 

indicates 

2 . 4 

the 

relationship 

between 

actual 

the 

costs 

incurred for a 

given level of 

activity and the 

authorised cost, 

i.e. the costs 

that 

actually 

should 

have 

Figure 2.4 

COST RELATIONSHIPS 

ACTUAL COSTS AND AUTHORISED COSTS 

COSTs~---------------...,.-~ 
ACTVI.L COSTS PROPORTIONAL 

A\lfflOlllllED =!Yr 

J.CTVI.L PLA11 

ACTIVITY QUANTITY 

been incurred for the actual level of activity. Note that 
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in this instance the actual level of activity was lower 

than the planned level of activity. It could however also 

have been higher than the planned level, in which case the 

authorised costs would have followed the natural extension 

of the linear total cost curve. The variance, in the 

instance illustrated, would be the difference between the 

actual cost and the authorised cost for the actual activity 

level and not the difference between actual and original 

planned costs. In Figure 2.4 the actual costs are markedly 

higher than the authorised costs but only slightly above 

the original planned costs. This illustrates the use of 

flexible responsibility reporting. (Vikas, 1991, p.48). 

Sa The planning process in Plaut ABC. 

The planning process is a very important step since it serves to 

direct focus towards the future. Standards that will apply for 

the rest of the planning period will also emanate from the 

planning process. 

During the Analytical Cost Planning phase the planning techniques 

indicated in Figure 2.5 are used. Costs are classified by virtue 

of their magnitude into the A,B and c categories per planning 

object, i.e. per product or per cost centre. These 

classifications determine to what level of detail cost accounts 

will be treated during planning. Category A cost accounts are 

measured or calculated to ensure accurate planning and effective 

control. Category C cost accounts could be estimated due to 
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their insignificance. 

Figure 2.5 

Note - Category A cost accounts are the± 5 % of 

accounts that account for± 75 % of total costs. 

- Category B cost accounts are the± 15 % of 

accounts that account for± 15 % of total costs. 

- Category c cost accounts are the± BO% of 

accounts that account for± 10 % of total costs. 

From Vikas (1991, p.35-39). 

The planning process will be discussed in more detail as each 

area of application of the Plaut ABC concept are expounded on 

further on in the report. 

6. The areas of application of Plaut ABC. 

The Plaut ABC concept concerns itself with the following five 

areas of application. 

- Cost centre accounting. 

- Product costing. 

Profit contribution margin management. 
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- Cost and profit simulation. 

- Operating results analysis. 

From Plaut seminar notes {1991, p. 1.40-01). 

Figure 2. 6 gives a schematic overview of the total area of 

application of the Plaut ABC concept. More specifically and with 

reference to the next three chapters, Figure 2.7 shows the areas 

of application, cost centre accounting, product costing and 

profit contribution margin management. Figure 2.8 shows cost and 

profit simulation and operating results analysis. 

7. conclusion. 

From this chapter it should be clear that the Plaut ABC concept: 

- Has been in existence long enough not to be considered a 

recent development as an approach to management 

accounting. 

- Has sufficient subjacent theory developed. 

- Are extensively backed up by the latest technology 

mainframe software. 

Has been implemented in manufacturing and service 

industries internationally. 

Finally, having laid the foundation for a discussion on the 

theory of Plaut ABC, Chapter 3 will begin the detailed 

theoretical discussion by an exposition of cost centre 

accounting. 
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Chapter 3 

1. Introduction. 

In this chapter the prerequisites for cost centre accounting will 

first be discussed. This will be followed by some examples of 

activity base planning for different types of cost centres. The 

processing of actual information will be discussed in section 4. 

The chapter will be concluded with a discussion on cost control 

and variance analysis in cost centre accounting. 

2. An overview of cost centre accounting. 

Cost centre activity base planning as an output from cost centre 

accounting is a major input into product costing. Cost centre 

accounting is also important since a large component of total 

cost is normally incurred here. This is especially true of 

overhead costs which are within the activity based concept 

controlled and allocated via activity bases. By using the actual 

act'ivity base quantities to obtain authorised budgets, control 

can be affected, this will be further illustrated below. Actual 

costs, which include some costs from internal works order 

accounting, are contained in the cost centre report together with 

the authorised budget to generate the overhead cost performance 

reports. 

Secondly, from cost centre accounting, the information that will 

be used for strategic decisions such as the 'make-buy' decisions 

of services is obtained. 
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Figure 3.1 (Vikas, 1991, p.28) gives an overview of how cost 

centre accounting fits into the Plaut ABC concept. In order to 

effectively explain how cost centre accounting works, a small 

model consisting of a few cost centres will be systematically 

developed in this chapter. First however, a discussion on the 

prerequisites for cost centre accounting. 

3. Prerequisites for cost centre accounting. 

3.1. Introduction. 

The following five concepts must be in place to effect the 

proper introduction of cost centre accounting: 

- A chart of cost accounts. 

- A cost centre structure. 

- An activity base structure. 

- Internal works order accounting. 

- A standard price system. 

(Plaut seminar notes, 1991, p. 2.21-01). 

As an essential part of an integrated real-time on-line 

system that runs on a mainframe, these are some of the 

characteristics that sets the Plaut ABC concept apart from 

some of the other options being promoted in the market 

today, namely that of a parallel system on Personal 

Computers. 

Each of these concepts will now be discussed in more 

detail. 
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3.2. The chart of cost accounts. 

The chart accounts, or specifically the chart of cost 

accounts divide costs into two major categories namely 

direct costs and indirect costs. This is illustrated in 

Figure 3.2.A. (Plaut seminar notes, 1991, p. 2.21-02). 

Direct costs are all those costs that can be 

directly assigned to a product, for example material 

and purchased semi-finished assemblies. 

(Kilger, 1988, p. 19). 

These direct product costs are budgeted for and 

controlled against product budgets, the latter being 

the responsibility of product managers. Direct 

product costs that are planned and controlled on the 

product budgets do not form part of a cost centre's 

budget. The only time that a direct product cost 

will be planned and controlled in a cost centre, is 

when such a direct product cost is also a cost 

driver in a cost centre. Labour cost for example, 

is a direct product cost, but it is almost always 

also a cost driver in a cost centre as well, in 

such an instance the labour cost will be planned and 

controlled on a cost centre. (Kilger, 1988, p.20 & 

102) . 

- Indirect costs are costs that only end up on a 

product after it was incurred in a cost centre or on 

an internal works order. (Kilger, 1988, p. 19). 
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On a cost centre, to produce its activity or, on an 

internal works order when an event or an object's 

costs are separately accumulated and only then 

booked to the product. Budgeting and control of 

indirect costs on cost centres are by means of 

activity base budgets. The example of labour cost 

mentioned above will be expounded on to explain. 

Although labour is a direct cost to the product, it 

is treated as an indirect cost because it is a cost 

driver in a cost centre. It is here in the cost 

centre where overhead costs are coupled to the cost 

driver. The labour cost and related overheads are 

planned and controlled on the cost centres. Labour 

then serves as the activity for the cost centre 

(e.g. labour hours) and is booked to the product as 

such, the activity rate then includes the overheads. 

Indirect costs are also budgeted for and controlled 

on internal works orders where applicable. 

Figure 3.2.B (Plaut seminar notes, 1991, p. 2.21.02) 

illustrates a further distinction which is made between 

costs in the chart of accounts, namely that of primary and 

secondary costs. 

- A primary cost is a cost that is incurred initially. 

(Kilger, 1988, p. 21). 

A primary cost is therefore a cost that is incurred 
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in a cost centre, on an internal works order or 

product for the first time. This expense event 

triggers a flow of money out of the organisation. 

An example of a primary cost is the consumption of 

direct material by a product, or labour expense in 

a cost centre. 

- A secondary cost is a cost incurred by a product, 

cost centre or internal works order from another 

cost centre or internal works order. (Kilger, 1988, 

p. 21). 

This therefore entails the flow of costs within an 

organisation. An example of this is the charging of 

activities from one cost centre to another for 

services rendered. 

Figure 3.3 (Plaut seminar notes, 1991, p. 2.21-02) gives a 

detailed representation of the chart of accounts structure. 

As can be seen from the schematic representation, primary 

accounts are subdivided into three groups, viz: 

- A primary original account (without provision) -

such as clothing and material consumed in producing 

an activity. 

- Imputed (calculated) primary account - used for 

social costs or for water and electricity costs when 

meters are not installed per cost centre. Costs are 
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calculated to arrive at a value. 

- A primary original account (with provision) -

Maintenance of equipment often requires a major 

strip down at intervals longer that a year. An 

example is when a large piece of equipment must be 

overhauled every five years. A provision is then 

built on an internal works order. The aim thereof 

is to ensure that the rate for a machine activity, 

for example, stays constant and does show an 

inordinate increase in year five when the actual 

costs are incurred. 

Secondary accounts can be subdivided into three groups, 

viz: 

- A secondary direct cost account - this is used for 

costs incurred due to the direct consumption of 

another cost centre's activities. 

- A secondary indirect cost account - is used for 

costs allocated to the receiver, examples thereof 

are, costs for supervision, management and support. 

- A secondary settlement cost account - is used when 

costs are settled from an internal works order to a 

receiver such as a cost centre or product. 

Please note that the following types of accounts mentioned 
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above are also used on products when the product budgets 

are done, as well as when actual costs are booked to the 

products. 

- Primary original accounts (with or without 

provision). 

- Secondary cost accounts. 

The concepts introduced here will be further expounded on 

in the cost centre and activity sections directly below, as 

well as in the section on Analytical Cost Planning. 

In the model to be developed, the following chart of 

accounts will be used. 

Primary cost accounts: 

Primary original accounts (without provision): 

3001 Salaries - Management 

3002 Salaries - Lower management 

3003 Salaries - Clerical staff 

3004 Salaries - Technical staff 

3006 Salaries - Labourers 

3019 Computer consumables 

JOJO Work clothing 

3031 Stationery 

3040 Miscellaneous material 

3041 Indirect material 

3105 Seminars and conferences 

3109 Hotel accommodation 

3111 Oils and lubricants 
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3271 Consulting fees 

Primary imputed accounts: 

4312 Imputed electricity 

4313 Imputed depreciation 

4314 Imputed interest 

Primary original account (with provision): 

4801 Imputed major maintenance 

secondary cost accounts: 

secondary direct cost accounts: 

4201 Square meter - charge 

4202 Labour hour - charge 

4206 Labour hours maintenance - charge 

secondary indirect cost accounts: 

4203 Fixed cost stepped recovery - charge 

4204 Management - charge 

4205 Support hour - charge 

secondary settlement cost accounts: 

4301 Social costs-Management 

4302 Social costs-Lower management 

4303 Social costs-Clerical staff 

4304 Social costs-Technical staff 

4306 Social costs-Labourers 

Note the number ranges for the different categories of cost 

accounts. The chart of account numbering must be set up in 

this way to enable the software to identify the different 

types of cost, to facilitate correct processing of 

information. 
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3.3. criteria for cost centres and the cost centre 

structure. 

A cost centre within the Plaut ABC concept must comply with 

the following criteria: 

- It must have a homogeneous cost structure. 

- It must have only one person responsible for it. 

- It must not be geographically dispersed. 

- It must contain only one technology per activity 

base. 

- The capability of actual cost recording. 

(Kilger, 1988, p. 20 - 36). 

Cost centres are divided into two main categories, as 

illustrated in Figure 3.4. (Plaut seminar notes, 1991, p. 

These are again subdivided into direct and 

indirect cost centres, viz: 

- A primary cost centre is a cost centre of which the 

costs are recovered from products - directly or 

indirectly. 

- A primary direct cost centre is a cost centre 

that performs its activity directly on a 

product. 

Costs are charged directly from this cost 

centre to the product at the standard rate for 

the primary direct cost centre's activity. 

- A primary indirect cost centre is a cost centre 
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of which the costs are absorbed indirectly by 

products or recovered indirectly from 

contribution margins. 

The indirect absorption by products are 

achieved by means of standard allocation to the 

product, e.g. for R & D costs. 

The indirect recovery of a primary indirect 

cost centre's activity base costs, through 

stepped recovery, is achieved as follows: A 

regional sales executive 1 s costs are, for 

example, deducted from the total regional 

contribution margin to recover the costs. This 

cost centre is also sometimes called a 'fixed 

cost stepped recovery cost centre•. 1 

(Kilger, 1988, p.328 ff. & 478 ff.). 

A secondary cost centre is a cost centre of which 

the activity is charged or allocated to other cost 

centres. 

- A secondary direct cost centre charges the 

consumption of its activity, consumed by other 

cost centres, directly via a rate per activity 

unit. 

1 This principle will be explained in detail in Chapter 5 
where Contribution margin Management will be discussed. 
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- A secondary indirect cost centre•s costs are 

allocated to other cost centres that utilise 

its services. These standard allocations 

are arrived at during the Analytical Cost 

Planning phase, at which time a detailed 

analysis is made of secondary indirect 

activities and the consumers of these 

activities. 

(Kilger, 1988, p. 340 ff. & 426 ff.). 

The costs from cost centres and internal works orders 

referred to in Figure 3.2.A, are treated as indirect costs. 

Indirect costs are charged or allocated to products, cost 

centres and internal works orders using secondary cost 

accounts. Also see Figure 3.3 in this regard. 

3.4. Criteria for an activity base and the activity base 

structure. 

The criteria for cost centre activity bases are the 

following: 

- A linear relationship must exist with the 

proportional cost of the cost centre. 

- It must be a linear relationship to the units 

produced. 

- The activity must be able to be recorded. 

(Kilger, 1988, p. 324 ff.). 

Activities can be divided into two main categories, these 
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correspond to the categories of cost centres mentioned 

above. The two main categories are again subdivided into 

direct and indirect activities. Refer Figure 3. 5. (Plaut 

seminar notes, 1991, p. 2.21-06). 

Primary activity bases are performed by primary cost 

centres for products. 

- Primary direct activity bases are used to 

charge the costs of a cost centre to a product 

directly with a rate, a surcharge or a quota. 

- Primary indirect activity bases are used to 

allocate the costs from a cost centre by 

means of standard allocations, percentages or 

amounts to products or contribution margins. 

(Kilger, 1988, p. 327 & 373 ff.). 

- Secondary activity bases are performed by secondary 

cost centres on behalf of other primary and 

secondary cost centres. 

- Secondary direct activity bases are used to 

charge the costs from a cost centre directly to 

the receiver (a cost centre or works order) 

using a standard cost rate. 

- secondary indirect activity bases are used to 

absorb a cost centre's costs indirectly by 

means of predetermined standard activity 
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quantity allocations to receivers (cost centres 

or internal works orders). These secondary 

indirect activities are commonly known as 'non­

measurables' in that no recording of actual 

activities occurs and is in fact not practical. 

(Kilger, 1988, p. 327 & 373 ff.). 

In the model to be developed below, these activity types 

will be further illustrated by means of examples. 

3.5. Internal works order accounting. 

Internal works order accounting is used for three purposes. 

- Event-related cost accumulation. These include 

events such as the installation of an asset, the 

painting of a building, or the R & D costs of a new 

product. 

- Provisional cost absorption accounting. These are 

provisions that have the purpose of smoothing cost 

centres 1 rates and product costs over a few years. 

- Object-related cost accumulation. 

Four categories of works orders are used, which are 

schematically illustrated in Figure 3.6 {Plaut seminar 

notes, 1991, p.2.21-08): 

- Individual works orders. These orders are event-
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related and are closed after the event has passed 

and is not used again. Examples of individual work 

orders are illustrated in Figure 3.6 below. 

- Permanent works orders which are available 

indefinitely to accumulate costs, usually for a 

type of event that occurs repeatedly or for a cost 

object. An example of this is the routine 

maintenance and repair of vehicles and equipment. 

- Works orders for provisions. An example of this is 

the provision for the major overhauling of 

machinery. 

- Statistical works orders are used to accumulate 

costs for information purposes only. When the 

expense is incurred, the debit entry is double 

booked to a statistical works order and the costs 

are not processed again afterwards. 

(Kilger, 1988, p. 653 ff.). 

3.6. Standard price system. 

The purpose of the standard price system is to facilitate 

effective control in the organisation. Only if standard 

prices are used, price, volume and mix variances can be 

isolated. 
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Figure 3.7 (Plaut seminar notes, 1991, p. 2.22-08) gives a 

graphic representation of the costs for which standard 

prices are utilised and also the type of standard prices 

used. Note that direct material is the materials that will 

be planned and controlled on the products while indirect 

materials are the materials that will be planned and 

controlled on cost centres. The latter will be consumed in 

the production of cost centre activities. The standard 

prices for material and attendance pay is self-evident. 

Social costs (medical, pension, housing, etc.) and paid 

absenteeism are treated as follows: 

The total planned expense for social costs and paid 

absenteeism for the planning period is calculated as 

a percentage of planned salaries. When actual salary 

costs are incurred on the cost centre, social costs 

are booked to the cost centre as the same percentage 

(the planned%) of actual salaries. The actual social 

costs are not booked to the cost centre but to an 

internal works order for social costs. The standard 

used for social costs and paid absenteeism is 

therefore a standard percentage of actual salaries. 

Direct activities are charged out to cost centres and 

products at standard rates. Indirect activities are 

allocated or recovered from products or contribution 

margins via standard allocations. These standard rates and 

standard allocations are products of the analytical cost 
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planning phase. 

Standard pricing does not only apply to cost centre 

accounting, the other area of application, namely product 

costing, will be discussed in the next chapter. 

(Kilger, 1988, p. 207 f. & 212 ff.). 

3.7. Conclusion to the prerequisites for cost centre 

accounting. 

The above prerequisites are defined in detail during an 

initial phase of implementation called 'Conceptualisation•. 

Once in place, these prerequisites need only be maintained, 

whereas the Analytical Planning process should ideally be 

repeated every three to four years. The reasons for this 

will become evident below. 

4. Analytical cost planning of cost centres. 

4.1. Introauction. 

Analytical cost planning (ACP) is a major contributory 

factor to the Plaut ABC concept's aim in directing an 

organisation's focus towards the future. ACP is also 

intended to be a zero-based approach to planning, 

especially during the first implementation of the Plaut ABC 

concept. This is especially true in that the success of 

the system depends on a zero-based approach to determine 

the standard cost rates for activities that will be charged 
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directly, as well as the standard allocations to be arrived 

at for the secondary indirect activities. The latter being 

of critical importance for overhead cost control and 

reduction. (Kilger, 1988, p. 358 ff.). 

In Figure 3.8 the cost centre model that will be developed 

in this section is illustrated. The caption indicates the 

organisational structure, the cost centre numbers, and name 

of the cost centre that will be used. For the purpose of 

illustrating principles of cost centre accounting, the 

production environment will be concentrated on. The 

marketing section is included to facilitate a link with 

contribution margin management (Chapter 5) where the 

absorption of these and the CEO' s costs will be 

illustrated. 

The model represents a section of a durable goods 

manufacturer, that uses a combination of new technology and 

labour-intensive technology. The company manufactures a 

variety of end products from sheet metal, such as steel 

cabinets, tool trolleys with wheels, tool boxes, drip trays 

(as a ploy to utilise cut-off sheet metal pieces), kitchen 

cabinets (aimed at lower income groups) and some products 

sold as semi-finished products. These include the sheet 

metal cages for a well known manufacturer of fridges, deep 

freezes and ovens. 

Figure 3.9 is again a representation of the model, but here 
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the types of cost centres and their proposed activities 

with abbreviations in brackets are indicated. The 

activities are normally arrived at during the conceptual 

phase of irnpl~menting the Plaut ABC concept. Changing the 

activities during the ACP phase, however, is not 

inconceivable, since a more detailed analysis of each cost 

centre is done at this time. 

4.2. Planning a Primary Indirect (Fixed cost) cost Centre -

# 6001. 

Figure 3,10 is the budget for the Managing Director of the 

company. Note that all the costs are fixed. This implies 

that for the activity of a fixed cost cost centre, there is 

no proportionality inherent in its costs in relation to 

output. The costs of these cost centres are considered to 

be inappropriate for direct allocation to other cost 

centres or to products. The costs can however be recovered 

in a stepped recovery calculation as will be discussed in 

Chapter 5. These cost centres are given an FCA (Fixed cost 

absorption)activity with a quantity of 120 (10 units x 12 

months) to ease allocation. 

The principle of a standard charge social cost for labour 

can be highlighted here. As can be seen from Figure 3.10, 

during ACP, social costs are planned on an internal works 

order, normally per personnel category. The example here 

is for all clerical personnel - with the same social cost 

structure. Personnel groups such as management and 



FIGURE 3.10 

BUDGET FOR A PRIMARY INDIRECT (FIXED OJST) OJST CENTRE - # 6001 

OJST CENTRE NIIIIBER: OJST CENTRE : MANAGING DIRECTOR 

6001 ACTIVITY BASE : FIXED OJST ABSORPTION (FCA) 
ACCOUNT ACCOUNT PLANNED FIXED PLANNED PROPOR-

NUIEER DESCRIPTION AIIOUNT TIOMAL AMOUNT 

, .. , Selerles - Management , ..... -, .. , Selerles - Clerical staff ,. ... -
4301 Jmput.ed soc I al cost - Mllnage:111ent ..... -
430] Imputed soc I el cost - Chrlcal staff .... 
Jlt19 Computer consumables , ... -
3031 Stationary , ... -
lltH Se:llllnars and conferences , ... -
"" Hotel accommodation ', .. -
3271 Consulting fees , ... -

Totals ' 192 NG • 
Total cost : R 192 tao 

Planned activity base quantity ' 120 FI xed 
Proportlonal 

rate rate 

Activity base rate : 192 000/120 • R , .... R 16 ... •• 

,., 
Ull!llpla 

401 

CLERICAL STAFF SOCIAL WORKS ORDER 

Planned soclal 

costs: xxxxxx 

•• a percenlllga 

. of total planned 

clerical salarlas 



54 

labourers will have separate social cost works orders with 

their own percentages. The planned social costs are 

entered on the social cost works order and a total is 

arrived at. This total is calculated as a percentage of 

total salaries for the personnel group being planned, 

assume the percentage arrived at to be 40 %. In cost 

centre~ 6001 the clerical salaries are R24 000 and social 

costs R 9 600, i.e. 40 % . After the booking of actual 

salaries to a cost centre, standard social costs are 

calculated as 40 % of actual salaries and debited to the 

cost centre, while the actual expense on social costs are 

debited to the social works order (Refer section 5. 4. 

below). Note also that social costs are listed against a 

43XX secondary settlement account. 

Social costs are treated in this way in all cost centres 

regardless of the cost centre type. The reasons for 

treating social costs in this manner are the following: 

- An unusual fluctuation in social costs will not 

cause fluctuations in the cost centre's actual rate 

i.e. actual costs divided by actual activity 

quantity. Not all social costs are incurred 

periodically (i.e monthly), for example the annual 

bonus/13th cheque, this fluctuation is thus 

isolated. 

Variances that the cost centre head cannot be held 

accountable for are isolated, thus improving 

control in the cost centre. The uncontrollable 
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social cost variances are isolated on the social 

works order. 

- It is an easy way of bringing into account an 

othen.iise tedious calculation to ensure the accuracy 

of planned cost centre rates. 

(Kilger, 1988, p. 328 ff., 377 ff. & 543 ff.). 

The price per activity unit for this cost centre is R 1 

600, 83. (R 192 100 divided by 120). The primary indirect 

cost centres discussed in this section is one of the 

methods used in the Plaut ABC concept to bring overhead 

costs into calculation. This approach recognises that 

certain overhead costs are difficult or impossible to 

allocate directly to products. 

4. 3. Planning a Manager as a secondary Indirect (Non­

measurable) - cost centre# 6020. 

A second method used to allocate overheads is that of 

secondary indirect cost centres (non-measurables). The 

example here is cost centre# 6020 the Manager Production 

in the model. Non-measurables are so called because the 

activities that these cost centres perform cannot be or are 

simply not measured and recorded in practice, such as the 

activities of a manager. Non-measurables differ from 

primary indirect cost centres in that there exists an 

identifiable relationship between this overhead cost centre 

and the cost centre that it performs its activity for. 
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The ACP process plays a vital role in this regard, in that 

the activities of secondary indirect cost centres must be 

determined, analysed, planned and standard allocations must 

be agreed upon with those cost centres that consume these 

secondary indirect (non-measurable) activities. The 

analysis involves not only determining the costs of each 

activity and its standard allocations but also the 

relationships between the non-measurable activity and the 

activities of the cost centres that will consume it, since 

during the calculation of the authorised budget for the 

non-measurable activity the budget of the latter is flexed 

on the grounds of the actual activity level of the receiver 

cost centre, i.e. inverted flexing. 

The Manager Production will have the following activities: 

Planning and control, organising and operating. The 

budgets for each of these activities are illustrated in 

Figure 3.11 below. Note that cost accounts are defined 

into their fixed and proportional components per activity 

base during the ACP phase. This facilitates the flexing of 

the budget to obtain the authorised budget, as well as 

forming the basis for full and proportional (marginal) cost 

rates. 

The largest cost component, obviously being salaries, is 

split according to the time that this particular manager 

plans to spend, performing each of his activities. The 

important result from the ACP for non-measurable activities 



FIGURE 3.11 

BUDGET FOR A SECONDARY INDIRECT (NON-llEASURABLE) COST CENTRE - # 6020 

COST CENT!IE NUNBER: COST CENTRE : MANAGER PRODUCTION 

6020 ACTIVITY BASE : ORGANISING (OR) 
ACCOUNT ACCOUNT PLANNED FIXED PLANNED PROPOR-

NUIIEEA DESCRIPTION AllOUNT TIONAL AllOUNT 

, .. , Salerles - llanageaient , .... -
43G1 IIIIJlulod soc:lal cost - Management .... -
3831 Stationery - ,. 

Totals ' ..... , . 
Total cost : A 14 050 

Planned ectlvlty base quantity ' l5 days 
Proportional 

Fixed reto rate 

Activity base rate ' 14 GSG/25 . R 562 R 560 ., 
I ACTIVITY BASE : OPERATING (OP) I 

ACCOUlfT ACCOUNT PLANNED FIXED PLANNED PROPOR-

NUIIEEA DESCRIPTION AllOUNT TJOMAL AMOUNT 

, .. , Salaries - llanagement ..... -
4311 Imputed soclel cost - llanagement ,. ... -
30]1 Stationery - , .. 
]HU Seminars and confarancas 2 ... 1 ... 

Toh ls ' ,, ... 1 , .. 
Total cost : A 73 106 

Planned activity base quantity ' 125 days 
Proportlonal 

Fixed rah rate 

Activity base reto : 73 IGG/125 • R 584.80 R 576 R8.8G 

I ACTIVITY BASE : PLANNING AND ODNTJIOL (PC) I 
ACCOUNT ACCOUNT PLANNED FIXED PLANNED PROPOR-

NUIIIIER DESCRIPTION AllOUNT TIONAL AllOUNT 

, .. , Salarles - Manage111enl , .... -
4)01 lmpulad 101.lal cost - Manag81Denl . ... -
)0)1 Stationery - , .. 

Tola ls ' 28 ... , .. 
Total cost : R 28 506 

Planned activity base quantity ' 50 days 
Proport Iona I 

fixed role rate 

Activity base rate : 28 5N/50 . R 570 R 560 .,. 
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is however: 

- Which cost centres are the non-measurable activities 

performed for. 

- How much of each non-measurable activity should be 

allocated to these receiver cost centres. 

The ACP process, through mutual agreement between sender 

cost centres and receiver cost centres, establishes the 

standard allocations of non-measurable activities. Once 

all the parties agree to this, the receiver cost centres 

budget the activity bases of the manager in their cost 

centres as secondary costs (i.e. costs from one cost centre 

to another). This will be illustrated below in sections 

4. 4 and 4. 5 where the cost centres, for which one of 

managers in the model is responsible, will be budgeted. 

It is possible that during ACP certain activities of the 

manager are 

allocation, 

identified as unsuitable for standard 

due to the fact that the allocation is too 

arbitrary. For example the activity 'Operating', i.e. 

attending meetings, interfacing with outside parties, etc. 

is a good example. Such an activity can then be treated as 

a fixed cost absorption activity, similar to the primary 

indirect cost centre of the Managing Director that was 

planned above. Instead of being allocated, this activity 

will then also be accounted for via stepped recovery. 

(Kilger, 1988, p. 340 ff. & 543 ff.). 
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4.4. Planning a Secondary Direct Cost Centre - # 6032. 

The cost centre, from the model, that will be planned in 

this section is cost centre# 6032, refer Figure 3.8 above. 

This is a plant maintenance cost centre, comprising 10 

artisans who do scheduled maintenance and repair work on 

equipment and machinery. 

is shown in Figure 3.12. 

repair of the machines 

The budget for this cost centre 

Note that the material for the 

will be budgeted against each 

machine hour activity of the cost centre operating the 

asset. Material here is only those not directly traceable 

to machines and that material used in,producing the labour 

hours maintenance activity base of cost centre# 6032. 

As can be seen from Figure 3.12 the budget for this cost 

centre is split into a primary budget and a secondary 

budget. Although the secondary budget is only introduced 

at this stage, all cost centres incur secondary costs, so 

strictly speaking, the two budgets above are incorrect. 

But for the sake of simplifying the explanation on cost 

centre accounting, the introduction of secondary costs is 

delayed until now. 

The primary budget is similar to those discussed above. 

The secondary budget is all the secondary indirect cost 

allocations and direct activity charges from secondary cost 

centres. The secondary indirect costs are for that portion 

of cost centre 6032's manager, i.e. cost centre# 6030, and 

the Plant maintenance planning cost centre# 6033. For the 



FIGURE 3.12 

BUDGET FOR A SECONDARY DIRECT <XlST CENTRE - # 6032 

<XlST CENTRE NllllBER: <XlST CENTRE : PLANT IIAINTENANCE SECTION 

6032 ACTIVITY BASE : LABOUR HOURS IIAINTENANCE (LHII) 

PRIMARY <XlSTS 
--------------------------------------------------------------------------------ACCOUNT ACCOUNT PLANNED FIXED PLANNED PROPOR-

KUIIJER DESCRIPTION AIIOONT TIOAAL AIIOUNT 

, .. , Salarlas - Lower ltanagement , .... -, ... Salarlas(Productlva) Tachnlcal staff - , ..... 
, .. , Salarlas(Unproductlva) Tech, shff ..... -
4382 Imputed soc: I a I cost - Low.Manag-nt " ... -
4llt4 Imputed social cost - Tech. slaff 120 Ne -
lGlO Clothing , ... , ... .... Nlscallanaous ltatarlal - , ... 
)041 Indirect Matarlal - , ... 

Primary cost totals ' :131 Ne 366 Ne 

SECONDARY <XlSTS 
--------------------------------------------------------------------------------ACCOUNT COST ACTI· ACTIVITY STANDARD PLANNED FUED PLANNED PROPOR-

Ill.JEER CENTRE vnv QUANTITY RATE ...,.., TIONAL AMOUNT 

4201 .. ,, so• ,. R 30 I , .. -
4204 6GlG OR ' A, .. 2 ... -
42G4 .... OP " R 580 ,, ... -
4204 .. ,. PC 15 R 540 • , .. -
4205 .. ,, 511 3 , .. R 70.89 161 , .. ., ... 

Secondary cost tot.els ' 202 500 ., ... 
Tot.al cost : R 886 500 

Planned activity base quantity ' 15 oeo hrs Fixed rat.o 
Proportional 

rat.a 

Activity base rat.a : 886 5'9/15 Goe • R 59.10 R 28.90 R 30.20 
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purpose of the model a Building cost centre is created that 

charges its costs directly via a square metre rate. 

Secondary costs are planned in activity base quantities. 

The values of secondary costs, in the receiver cost centre, 

are calculated by the software, by taking the planned 

quantity times the sender cost centre rate. The receiver 

cost centre is controlled, on secondary costs, by activity 

quantities, i.e the variance between authorised quantity 

and actual quantity consumed. 

Another consideration with regard to secondary costs is 

that of fixed and proportional components. Each activity 

rate is split into its fixed and proportional components. 

Let us assume that the Manager support has for his activity 

1 0rganising 1 a fixed rate of R 540 and a proportional rate 

of R 20. During the ACP cost centre # 6032 plans the 

quantities of the manager•s activities that it will 

consume, it also has to state to what extent the manager's 

costs are fixed for itself, i.e. the receiver. In this 

example the manager is considered a 100 % fixed cost. 

Hence the R2 800 in the fixed cost column in Figure 3.12. 

When actual cost is charged out from the manager (# 6030) 

to the receiver cost centre ( # 6032) the rate of the 

manager's activity 'Organising', will be charged as R560 

fixed, and not as R540 fixed and R20 proportional. 

On the other hand, the Plant maintenance planning cost 

centre had a rate of R46,03 fixed and R24,86 proportional, 
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see section 5.5 below. If, however, it is defined in the 

receiver (# 6032) as 100 % proportional, the fixed amount 

that the receiver gets cannot be made proportional. Hence 

the R161 100 fixed and RB7 000 proportional in cost centre 

# 6032 1 s budget (Figure 3.12), even though the costs from 

# 6033 is considered to be a 100 % proportional. The 

actual costs charged out, will be booked as R46,03 fixed 

and R24,86 proportional. 

illustrate that costs 

The above two examples serve to 

being charged out, directly or 

become more fixed and not more indirectly, 

proportional. 

can only 

Finally, in the example above of the Plant maintenance 

planning cost centre and the Plant maintenance cost centre, 

it is sometimes debatable whether the latter should receive 

the fixed cost charge out, even if its activity of labour 

hours maintenance drops to zero. In practice it does 

happen that receiver cost centres are sometimes unwilling 

to carry the fixed costs of a sender cost centre. For 

example, a new cost centre is required to 'pay' for the 

Information systems department's activity which the new 

cost centre is only using for the sake of convenience. In 

this case the mainframe hardware was acquired for other 

main users and fixed costs, that cannot be agreed upon to 

be charged out, can then again be treated as a fixed cost 

that is recovered during stepped recovery. Proportional 

costs are always recovered from the receiver of the 

activity. 
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(Kilger, 1988, p. 340 ff. & 373 ff.). 

4. 5. Planning a secondary Indirect (Non-measurable) cost 

Centre - # 6033. 

The cost centre that will be planned here is # 6033 the 

Plant maintenance planning cost centre. This cost centre 

is responsible for tracking machine usage in the factory 

and to plan the tasks that must be performed by the 

artisans in cost centre # 6032. Cost centre # 6033 is 

therefore an overhead cost centre to cost centre# 6032. 

Cost centre # 6033 is controlled within the Plaut ABC 

concept as a secondary indirect (non-measurable) cost 

centre. 

The planning for this cost centre is done on the grounds of 

the activities that it performs for the Plant maintenance 

cost centre, similar to the Manager Production, # 6020 

above. The budget for the activities are calculated at a 

level of activity that corresponds to the level of activity 

of cost centre# 6032. This means that the activity of the 

Plant maintenance planning cost centre {e.g. support hours) 

is planned to align to the planned activity of the Plant 

maintenance cost centre, since the rationale is that: 

- the authorised costs of the Plant maintenance 

planning cost centre# 6033 are determined by the 

actual level of activity of the Plant maintenance 

cost centre# 6032. 
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Note that the actual support hours worked are not recorded, 

since the type of overhead considered here normally 

comprises white collar workers who do not give hourly or 

even daily account of time spent. 

The budget for cost centre# 6033 appears in Figure 3.13. 

Note again the primary and secondary costs in the budget. 

secondary costs here include costs from the manager's cost 

centre# 6030 and the building cost centre# 6031. Between 

cost centres #'s 6031, 6032 and 6033 the total quantities, 

of all three activity bases, of the Manager support, # 

6030, is budgeted as secondary costs. This means that the 

total supply of non-measurable activities will always be 

equal to the total demand. These quantities are the 

standard allocations determined during the ACP phase for 

secondary indirect activities. 

The total amount of cost centre# 60JJ's activity (Support 

hours) was budgeted on cost centre # 6032 as secondary 

costs, see Figure 3.12. 

(Kilger, 1988, p. 340 ff. & 543 ff.). 

4.6. Planning a Primary Direct cost centre - # 6021. 

Cost centre# 6021 is one of the cost centres responsible 

for the assembly of the sections of sheet metal that is 

received from the three guillotine cost centres, where they 

were cut and bent to requirement. The size and thickness 



FIGURE 3.13 

BUDGET FOR A SECONDARY INDIRECT (NOii- MEASURABLE) COST CENTRE - # 6033 

COST CENTRE NUIIBER: COST CENTRE : PLANT MAINTENANCE PLANNING SECTION 

6033 ACTIVITY BASE : SUPPCRT HOURS (SUH) 

PRIMARY COSTS 
--------------------------------------------------------------------------------ACCOUNT ACCOUNI PLANNED -FIXED PLANNED PROPOR-

NUIIEER DESCRIPTION ...., .. TIOMAL AIICIUNT 

, .. , Salaries - l09ar IUnage:inent , .... -, .. , SalarlBI - Clerical shff - 80 ... 

4302 I1111>ulad soc I a I cost - Low.Management , .... -
4lel la:ipulad ,oclal cost • Clerical staff 32 ... -
lGJI Stationery - , ... 
]119 Computer consLIIILlblas , .. , ... 

Prl111,11ry cost totals ' IOZ SM 87 ... 

SECONDARY COSTS 
--------------------------------------------------------------------------------ACCOUNT COST ACTI- ACTIVITY STANDARD PLANNED FIXED PLANNED PROPOR-

NUIIEER CENTRE VITY OUANTJTY RATE ...., .. TJONAL AMOUNT 

4201 .. ,, SOIi ,. R 30 I , .. -
42"4 .. ,. OR " R 560 , ... -
42'4 .... OP .. R 580 ..... -
4204 .. ,. PC ,. R , .. 5 ... -

Secondary cost tot.ah ' 58 ... • 
Total cost : R 248 Ito 

Planned activity base quantity : l SN hrs Fixed rate 
Proport Iona I 

rate 

Activity base rate : 248 100/l SN• R 71.89 R 46.0l R 24.86 
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of the sheets determine which guillotine cost centre 

processes the sheet metal. 

Cost centre 6021 consists of a supervisor, 10 labourers and 

two computerised spot welders. The pieces of sheet metal 

are aligned in jigs which are then placed on a closed loop 

conveyor and fed through the spot welders. Once welded, 

the product is removed from the jig by the next cost centre 

in the production line. The jig remains attached to the 

conveyor for the duration of a production run. The 

assembly cost centre receives the sheet metal on trolleys, 

the labourers place the pieces in the jigs, align and then 

secure them. Depending on which product is being 

manufactured, the jigs can vary from four per conveyor for 

the larger steel cabinets to 48 (four groups of twelve) for 

hand-held tool boxes. At the end of each production run 

the jigs are removed and another set is installed by the 

labourers. The supervisor is responsible to change the 

memory cards of the spot welders to ensure the correct 

welding sequence for the next product. 

In evaluating cost centre 6021 it is clear that it should 

have three activities viz, labour hours, set-up hours and 

machine hours. The two major cost items in this cost 

centre are, the labour costs (cost drivers - labour hours 

and set-up hours) and the capital value of the spot welders 

( cost driver - machine hours) . The labour component is 

split into productive labour hours and set-up hours, since 
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these two tasks are of a different nature and are performed 

on products in varying proportions. (The next chapter on 

product costing will highlight this again.) 

Figure 3. 14 illustrates the budget for the labour hour 

activity. Note again, the secondary budget and the fact 

that these costs are included in the rate of this labour 

hour activity. This implies that all secondary cost 

charges and allocations are included in primary cost centre 

rates, (more about this in section 4. 8 below) . The 

salaries for the Supervisor, i.e. Lower management 

salaries represent only 90 % of his planned salary. The 

balance will be planned on the machine hour activity due to 

the time that the supervisor spends on the machines during 

change-overs i.e. changing computer cards. 

(Kilger, 1988, p. 328 ff. & 373 ff.). 

4.7. Planning an additional activity for the Cost Centre -

# 6021. 

Figure 3. 15 illustrates the budget for the machine hour 

activity of cost centre# 6021. Apart from the primary and 

secondary budgetary concepts introduced above, also note 

the following four concepts that are introduced here and 

need further elaboration: 

- Depreciation within the Plaut ABC concept is not 

financial depreciation. Depreciation is calculated 

as a function of replacement cost, hence the 



FIGURE 3.14 

BUDGET FOR A PRIMARY DIRECT COST CENTRE - # 6011 

COST CENTRE NUIIBER: COST CENTRE : ASSEIIBLY SECTION 

6(1)21 ACTIVITY BASE : LABOUR HOURS (LH) 

PRIMARY COSTS 
··-····----------------------------------------------------------------------·--ACCOUNT ACCOUNT PLANNED FUEO PLANNED PROPOR-

NUll!ER DESCRIPTION AlllUNT JIONAL AIOJNT 

, .. , Salarle1 - Lower llanagnient 45_ GOG -
, ... Salaries - Labourers - , ..... 
4302 Imputed soclal cost - Lo..Managemenl 18 ... -
4JG6 llllfluled social cost - Labourers ..... -
JG30 Cloll'llng , .. , ... 

Primary cost totals ' IGJ ZOO zez c,oo 

SECONDARY COSTS 
--------------------------------------------------------------------------------ACCOUNT COST A.CTI• ACTTVlf'f' STANDARD PLANNED FU:EO PLANNED PROPOR-

NUIIIER CENTRE YIJY CIUANTJTY RATE AlllUNT TIONAL AIOJNT 

4ZGI 6G31 SOIi , .. . ,. .... -
4204 .. ,. •• 15 R 562 8 430 -
4204 .. ,. OP " A 584.80 43 86e -
4204 .. ,. PC " R 570 17 Hie -

Secondary cost totals ' 75 390 • 
Total cost : R 388 590 

Planned activity base quantity ' 16 7CN hrs 
Proporl I one I 

Filled rate rate 

Activity base rate : 180 598/16 7CN ■ R ZZ.79 R IG.69 R 12.19 



FIGURE 3.15 

BUDGET FOR AN ADDITIOIIAL ACTIVITY IN A PRIMARY DIRECT CllST CENTRE - # 6021 

CDS! CENTRE NIIIIBER: CllST CENTRE : ASSEIIBLY SECTIOII 

6021 ACTIVITY BASE : IIACHINE HllJRS (IIH) 

PRIMARY CllSTS 
--·-·······---------------------------------------------------------------------ACCWNT ACCOUNT PLANNED FIXED PLANNED PROPOR· 

NlUIIER DESCRIPTION ._ .. TIONAL AMOUNT 

, .. , Selerles - Lower Management - , ... 
4)92 Imputed ■ oclal cost - Lo-.lllanage:111ent - , ... 
3111 011 s and lubrlcenh , .. ... 
4]11 Imputed Major Maintenance , ... 
4312 Imputed Elactrlclty - 65 000 

4313 Imputed Depreciation " "' " '" 4314 Imputed Interest , ... -

Primary cost totals ' 1G 433 76 2ll 

SECOIIDARY CllSTS 
--------------------------------------------------------------------------------ACCOUNT COST A.CTI- ACTIVITY STANDARD PLANNED FIXED PLANNED PROPOR-

NIJ)IIER CENTRE VJTY WANTITY RATE ._ .. 
4201 .. ,, SQl1 , .. A >• .... 
4294 .. ,. OR ' A 562 2 810 

4294 .. ,. PC " R 570 17 , .. 
4202 .. ,, LH ,. R 22. 79 '" 4296 .. ,, '"" , .. R 59.19 2 955 

Second11ry cost toll ls ' " ... 
Total cosl , R 122 626 

Planned activity base quantity ' l 600 hrs fhad rate 

Activity base rate : 122 62612 600 • R 47.16 R 16. 41 

INTERNAL WORKS ORDER - PROVISIONAL 

YEAR I 
ACTUAL COSTS ]-------➔ r t XXXXXX YEAR 2 
WHEN INCURRED 

YEAR l 

T JONAL AMOUNT 

' , ... 
, ... 

-
-
-.. , 

2 955 

l 560 

Proportlonal 
rate 

R 30.69 

TOTAL PROVISION YYYYY 
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designation - Imputed depreciation. 

example to illustrate: 

The following 

- For the spot welders a •usage life' must be 

determined, i.e. the life that the welders will 

have with current utilisation levels, e.g. 15 

years. 

- The •economic life• of the welders must also be 

determined i.e. the expected life of the 

welders as far as usefulness and longevity of 

technology is concerned, e.g. 30 years. 

The fixed component of depreciation is 

calculated by dividing the replacement value of 

the welders by the economic life. If the 

welders cost RlOO 000 to replace the fixed 

portion of depreciation is: 

= RlOO ooo /30 years 

= R3 333. 

The proportional component of depreciation is 

calculated as, the replacement value of the 

spot welders divided by the usage life minus 

fixed component of depreciation. The 

proportional component of depreciation is: 

= (Rl00 000 /15) - R3 333 

= R3 333. 

=====• 

The total for depreciation, as reflected in 
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Figure 3.15, is therefore R6 666. 

The reasons for not using financial depreciation 

and accounting for it as explained above is the 

following: 

- By using replacement value throughout the 

organisation, regardless of age of equipment, 

the cost centre rates reflect the capital 

structure of the organisation. This prevents 

the occurrence where an expensive capital item 

is not accounted for in cost rates because it 

is 'paid for' in the financial accounting 

system. Products are manufactured and 

introduced for manufacturing on this 'cheap' 

capital item. However, when this capital item 

comes up for replacement, the sudden hike in 

costs (financial depreciation) will cause those 

previously 'profitable' products to become 

unprofitable or have less favourable 

contribution margins. This kind of dubious 

decision-making on new products is therefore 

eliminated. 

- The replacement capital costs being included in 

the costs charged to the products, ensure that 

a margin is already built into costs that 

represents that portion of profit that will be 

used for the own financing of new capital 

expenditure. This generation of funds is again 
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achieved without arbitrary decisions on the 

amounts or the sources thereof, but is 

instead achieved logically according to the 

organisation's existing capital structure. 

- If financial depreciation was used new machines 

would be more expensive than older machines, 

i.e. machines fully depreciated. In practice 

this leads to the under-utilisation of new 

machinery since products are rather 

manufactured/introduced on older 'cheaper' 

machines. 

- Interest on capital is defined as the financial 

interest paid on existing loans used to finance 

capital assets, both fixed and working capital. 

Interest on capital in the Plaut ABC concept is a 

function of capital assets' replacement value. This 

is done to ensure a recovery of this cost according 

to the existing capital structure rather than to try 

and pinpoint the finance charges to the assets 

actually purchased or to be purchased with the 

funds. This cost is normally a 100 % fixed. 

- Imputed major maintenance is a provision for 

costs that will be incurred for a major cost event 

in the future. In the model the spot welders in 

cost centre# 6021 will receive a major overhaul 

when they are five years old. The costs for this 
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overhaul is planned, in year one of the acquisition 

of the asset, on an internal works order. A 

standard cost is then booked to the cost centre from 

the works order, as can be seen in Figure 3.15. In 

this way the cost centre rate includes the cost of 

the overhaul and will not suddenly increase in year 

five because of the overhaul. The actual cost of 

the overhaul is controlled on a works order when the 

event takes place. Over or under-recovery of costs 

are then accounted for against the cost centre. 

- Imputed electricity, also called calculated 

electricity, is a practice whereby the electricity 

that will be consumed in a cost centre is 

calculated. This is only done when an electricity 

meter is not installed. The kilowatt rating of the 

machines are multiplied by the planned hours that 

the machines will work. The product (kilowatt 

hours) is multiplied by the cost per kilowatt hour 

of electricity. This calculated cost is called a 

•target equals actual' account. The calculation to 

arrive at the planned amount, of electricity in 

Figure 3.15, was done as follows: 

Calculation: 

= 2 machines at 250 kW each times 2600 hours. 

= 1 300 000 kilowatt hours times R0.05 

- R65 000 
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(The calculation of actual costs for this account 

will be fully explained below when actual 

information is dealt with. Section 5.6.). 

The secondary budget for the machine hour activity in 

Figure 3.15 has the following noteworthy features: 

Only two of the Manager Production's activities are 

budgeted against the machine hours. The activity 

•operating' is in this instance not considered to be 

applicable. 

- The labour hours from cost centre# 6021 is for 

minor lubrication of the conveyor during production. 

This cost is defined as BO% proportional and 20 % 

fixed. The labour hour rate from# 6021 has, 

however, got a 47 % fixed component. The latter 

proportions of (47:53) will thus be used. 

- Labour hours maintenance (LHM) from cost centre# 

6032 is budgeted against the machines for the 

maintenance work that the artisans will do on the 

spot welders and conveyors. This service is defined 

as 50 % fixed to the machines, hence the 50:50 cost 

split even though the LHM rate from cost centre# 

6032 has a fixed proportional ratio of 48:52. 

The planning of the cost centres in the model has now been 

completed. A planning has been done for at least one of 

each type of cost centre. 



75 

(Kilger, 1988, p. 398 ff., 667 ff.). 

4.8. Plan price iteration. 

The plan price iteration is a process whereby, once the ACP 

has been completed and all the planned information loaded 

into the software, the rate for each activity base in a 

cost centre is calculated. 

Figure 3.16.A shows a section of the model that was 

developed above, which will be used to illustrate the plan 

price iteration (PPI) process. Only part of the total 

model is used here to keep the calculations simple. Note 

that in Figure 3.16.A the consumption of direct activity 

quantities and the standard allocation of indirect activity 

quantities are shown in the squares in the receiver cost 

centres, the activity abbreviations are shown in the 

circles. The direct activities are Labour hours 

maintenance (IJIM) and Square meters (SQM), the indirect 

activities are Support hours (SH) and Planning and control 

(PC), one of the activities of the manager. The quantities 

are those arrived at during the ACP and that will form the 

basis for the PPI. 

Figure 3.16.B shows the planned activity quantities and the 

initial cost centre rates prior to the commencement of the 

iterative calculation. 

is, it takes into 

What the iterative calculation does 

consideration all the planned 

interrelationships between cost centres, it then transfers 



FIGURE 3.16 

AN EXAIIPLE Of A PLAN PRICE ITERATION USING THE MANAGER SUPPORT AND HIS SUBORDINATES 

A. INTERRELATIONSHIPS 

• 6031 

Bui I ding 

• 6030 

lllanager Su.pport 
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Plant llalntananca 
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SQII and lHlll 

B. INITIALLY CALCULATED RATES 
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the costs from senders to receivers once, and with this 

information recalculates the cost centre rates. With each 

subsequent iteration the difference between the previous 

rate and the new rate is used, when the planned 

interrelationships are again transferred. This process is 

repeated until all the rates stabilise, i.e. the changes to 

the rates between two consecutive iterative calculations 

are insignificantly small. 

Sections A to D of Figure 3.17 show the rates for the cost 

centres chosen, after one, two, three and four iterations 

respectively. For the purpose of this explanation the 

rates are shown with five decimal places. Note that by the 

fourth iteration the rates had stabilised to the second 

decimal place. More iterations will result in more 

accurate rates, but for the purpose of illustrating the 

principle, this will suffice. In large organisations 

literary thousands of interrelationships can exist between 

cost centres, which makes the PPI unsuitable for an 

application such as a Personal Computer. 

Within the Plaut ABC concept the PPI process has the 

implication that the total cost on cost centres are 

included and charged to products via the standard activity 

rates of the primary cost centres. This principle, that 

total cost centre cost is charged or allocated to products 

through primary activity rates or recovered from 

contribution margins, is schematically represented in 



FIGURE 3.17 PAGE I OF 2 

TliE ITERATIVE CALCULATIOH OF COST CENJRE RATES 

A. !TE TION I RA . . 
• 6G]O --

R 546.00000 

I 
I I I 

• 60]1 • 6Gl2 • 60]] -- -- --
R 30.87600 R 78.2llll A 76.51428 

B. ITERATIOH 1 : 
• 6G39 --

R 546.17400 

I 
I I I 

• 6631 • 6032 • 6Gll -- -- --
R 31.05533 R 79.77623 R 76. 59279 

C. ITERATION 3 : 
• 6630 --

R 546.21107 

I 
I I I 

• 6Gl1 • 6G32 • 6Gl) - -- -
R 31.117085 R 79.79575 A 76.59790 



F I GURE 3 . 17 (CONT. ) 

D. ITERATION 4: 
• 6839 --

R 546,21417 

I 
I I I 

• 6831 • 68)2 • 6833 -- - --
R ll .'7106 R 79.79686 R 76.59821 

E. ORIGINAL BUDGETS BOOKED OFF THROO;H THE CALCULATED RATES 

ORIGiltAL BUDGETS: 

•6830-R 540 x IGO days • R ..... 
• 6831 - R 30 x 20 '800 m2 • R ...... 
• 6832 - R 6G x 15 90G hrs • R ...... 
• 6833 - R 70 x l SGO hrs • R 245 MO 

R 199 Ht 

COSTS BEING BOOKED TO THE REST OF THE ORGANISATION 11TH THE NEI RATES: 

• 6831 - R 31.07 x 19 890 m2 • R 618 GOJ.383◄ 

• 6832 - R 79.79 x 14 890 hrs •RI 180 993.8240 

R 1 798 997.2074 

THE DIFFERENCE: 

ORIGINAL BUDGET • R 1 799 NO.NOe 

TO BE 8001(£0 OFF • R I 798 997.207◄ 

A 2,793 

PAGE 2 OF 2 
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Figure 3.18. In the model used to illustrate the iterative 

calculation, only secondary cost centres were used but the 

same principle applies. 

Figure 3.17.E proves that the total initial budgets for the 

four cost centres, used in the PPI model, are charged to 

other cost centres in the organisation through the balance 

of# 6031 and# 6032 1 s activities. The R2,79 difference is 

due to the premature termination of the PPI at the fourth 

iteration. 

(Kilger, 1988, p. 212 ff.). 

4.9. Standard rates. 

The output from the PPI is the standard rate for each 

activity of a cost centre. This rate is the standard 

charge for the cost centre's activity that will be used for 

the duration of the planning period. The standard rates 

are used for charging and allocation of costs between cost 

centres, to internal works orders, the charging and 

allocation of costs to products and the recovery of costs 

from contribution margins. Although not shown in the small 

example on PPI above, each rate also consists of its fixed 

and proportional components. 

(Kilger, 1988, p. 212 ff.). 



FIGURE 3.18 

ACCOUNTING FOR TOTAL COST CENTRE COST 
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4.10. Analysis of the plan. 

Once the cost centre rates have been calculated, a detailed 

analysis of the plan can be made. This would involve the 

following : 

- Comparing cost centre rates between similar cost­

structured cost centres. 

- Comparing cost centre rates to market rates for 

similar services. 

- comparing historic rates to current planned rates. 

- For similar cost-structured activities comparing the 

proportional components of the rates. The rationale 

being that, two labour activities should have the 

same proportional cost component. 

- Capacity planning, reconciling the supply of 

secondary direct activities with the demand for 

these activities from other cost centres. 

s. Processing of actual information. 

s.1. Introauction. 

The actual 

information, 

quantities. 

information consists of actual monetary 

i.e. costs and actual activity base 

Actual costs can be the booking to primary 

costs as invoices are paid, material drawn from stock and 

the costs from internal works orders for provisions and 

events ( individual or permanent - refer Figure 3. 5) are 

incurred. Actual activity base information is for the 

activities performed, these quantities are used to post 
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secondary costs to cost centres, internal works orders and 

products. 

s.2. Actual activity quantities. 

These are the actual quantities worked by primary direct 

and secondary direct cost centres. Primary direct activity 

quantities are posted at standard rates to the products for 

which the activities were performed. These costs are 

classified as secondary costs to the products (Refer 

Chapter 4). Secondary direct activity quantities are used 

to process secondary costs within cost centre accounting 

i.e. actual activity quantity times the standard rate of 

the sender cost centre's activity is posted to the receiver 

cost centre as secondary costs. 

The actual quantities of secondary indirect activities will 

be discussed in section 5. 7 below. The actual activity 

quantities for primary indirect cost centres are equal to 

the planned quantities and are booked off to contribution 

margin management. No physical recording of these two 

indirect activities is required. 

The actual activity quantities of the direct activities and 

the costs attached, are processed periodically, i.e. daily, 

weekly or monthly, depending on the organisation. 

Naturally more frequent processing makes for better cost 

management, since more information is available on-line. 
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Figure 3.19 shows some actual information for cost centre 

# 6032 compared to the original plan (Figure 3.12 above). 

Note in the secondary costs, that more activities of cost 

centres # 6033 and 6030 were consumed than what was 

originally planned. The higher consumption of these 

secondary indirect activities is in proportion to the own 

activity increase of 10 % (15 000 hours to 16 500 hours) of 

cost centre# 6032. 

All secondary costs are at standard rates, whether charged 

directly (# 6031) or allocated by standards (#'s 6030 and 

6033). 

5.3. Actual costs. 

Actual costs are available to the cost centre or on the 

internal works order on-line, at the moment of stock 

withdrawal and invoice posting. The costs from internal 

works orders are processed periodically, normally monthly 

when the works order is closed and the costs settled to the 

receiver, such as a cost centre. 

5.4. Actual imputed costs. 

Actual costs for cost accounts that are calculated are also 

processed periodically. The example used in section J. 2 

and Figure 3 .10 above for social costs is applicable. 

During the ACP process social costs were calculated as a 

percentage of planned salaries. Actual social costs are 

calculated as a percentage (i.e. the planned percentage) of 



FIGURE 3.19 

ORIGINAL PLAN VERSUS ACTUAL INFOl!IIATIOH FOR A OOST CENTRE - # 6032 

OOST CENTRE NI.IIIBER: OOST CENTRE : PLANT IIAINTENANCE SECTION 

6032 ACTIVITY BASE : LABOUR HOURS IIAINTENANCE (LHII) 

PRIMARY OOSTS 
--------------------------------------------------------------------------------ACCOUNT ACCOUNT PLANN[O ACTUAL 

MUIIIER OESCRIPTION AIIJUNTS AIIJUNTS 

, .. , Salaries - Lower lllanag11D10nt 50 ... 50 ... 

, ... Salarles(Productlve) Technical slaff , ..... J96 oeo 
, .. 5 Salarlas(Unproductlva) Tech. staff ..... ..... 
4302 Imputed soc I a I cost • Low.lllanag11D10nt , .... , .... 
4304 Imputed social cost - Tech. staff 12e GOO 1 JO 800 

JOJO Cloth Ing , ... ' ... , ... 1111 sea I I anaous lllaterl ■ I , ... I 050 

3041 Indirect ltatarlal , .... '5 .. 

Primary cost totals ' 597 GOO 644 150 

SECONDARY OOSTS 
·-------------------------------------------------------------------------------ACCOUNT COST A.CTI- PLAN ACTUAL STANDARD PLANNED ACTUAL 

NUIIIER CENTRE YJTY ACT .QTY ACT .QTY RATE AIIJUNTS MIOUJfTS 

4291 .. ,. so• " 50 R 30 I 5 .. I 5 .. 

4204 .. ,. OR 5 5.5 R 560 ' ... ' ... 
4204 .. ,. OP 50 55 R 580 " ... FROM FIGURE 

31 900 

4204 .. ,. PC 15 16. 5 R 540 • , .. J.12 THE PLAN-
8 910 

4205 603J 511 '5 .. l 85G R 70.89 , .. , .. NED PERCEN-
272 926.50 

TAGE • 30.0 1 

Secondary cost totals ' za9 seo 318 316.50 

PLANNED ACTUAL 

Activity base Information: Quantities ..... 16 seo 
Rates R 59.10 R 58.Jl 

ACTUAL SOCIAL COST AMOUNTS 

ARE CALOJLATED AS THE PLAN-

NED PERCENTAGE FOR SOCIAL 

COSTS OF ACTUAL SALARIES 
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actual salaries. An example of actual imputed social costs 

can be seen in Figure 3.19. Here the percentage being used 

is 30 %. 

S.S. Authorised budget - Primary & secondary Direct Cost 

centres. 

The authorised budget is arrived at by using the actual 

activity to flex a cost centre's budget. Figure 3.20 shows 

the authorised budget compared to the actual costs for cost 

centre# 6032 at an actual activity level of 16 500 hours. 

The authorised primary costs are arrived at by multiplying 

the planned proportional component for one unit of activity 

per cost account by the actual activity quantity and adding 

to this the planned fixed amount per cost account. The sum 

total of the authorised cost per cost account results in 

the authorised primary cost budget. 

The authorised secondary budget is determined in a slightly 

different manner. Here the authorised quantities are 

calculated on that which the cost centre should have 

consumed in the production of its actual level of activity. 

The authorised quantities are arrived at by multiplying the 

standard quantity of activity from the sender cost centre, 

planned to be consumed per one LHM, with the actual 

activity level of LHM of cost centre # 6032. Once the 

authorised quantities are determined, they are multiplied 

by the standard rates from the sender cost centres to give 



FIGURE 3. 20 

AIITHORISED VERSUS ACTUAL REPORT FOR A DIRECT COST CENTRE - # 6031 

COST CENTRE NUIIBER: COST CENTRE : PLANT MAINTENANCE SECTION 

6032 ACTIVITY BASE : LABOUR HOURS IIAINTENAJICE (LIIM) 

PRIMARY COSTS 
-----------------------------------------------------------------------------------ACCOUNT ACCOUNT AUTHORISED ACTUAL 

VARIANCE 
NUIEER DESCRIPTION AJIOUNTS AJIOUNTS 

, .. , Salaries - Lower ManagmDflnt 50 ... ..... -, ... Salerlas(Productlve) Technical staff 396 ooe 196 ooe -
3005 Salarla1(Unproductlva) Tech. staff ..... .. ... -
092 Imputed soclal cost - L011.llanagement , .... , .... -
4104 Imputed soc I a I cost - Tech. staff 130 800 130 BIO -
3"10 Clothing 3 , .. 2 ... .... .... Nlscallanaous lllatarlal I , .. I 050 50-

3041 Indirect Material 3 , .. 3 , .. , ... 
Prl11111ry cost totals ' ...... 644 150 250-

SECONDARY COSTS 
-----------------------------------------------------------------------------------ACCOUNT COST A.CTI· AUTHOR. ACTUAL STANDARD AUTHORISED ACTUAL 

NUMBER CENTRE VITY' ACT.QTY' ACT.QTY' 
VARIANCE 

RATE AJIOUNTS AJIOUNTS 

4201 6031 so• ,. ,. R 30 I 5 .. I 5 .. -
4204 .. ,. OR 5.5 5.5 R 560 3 ... 3 ... -
4204 .. ,. OP " 55 R 589 JI 9GG JI 9GG -
4204 .. ,. PC 16.5 16. 5 R 540 8 919 8 910 -
4205 6033 SH J 850 J 85G R 70.89 272 926.50 272 926.SG -

Secondary cost totals ' Jl8 Jl6.50 JIB Jl6.50 -
PLANIIEO ACTUAL VARIANCE 

Activity base Information: Ouantl ties ..... 16 see I 5 ... 

Rates R 59. IG R 58.JJ R G.77-
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the authorised secondary costs. 

The authorised budget will adjust the direct cost centre's 

budget to align with any change in its actual activity 

level. The authorised budget also flexes all the overhead 

cost accounts in a cost centre, to enable control of these 

costs. An example of this is the Clothing and Indirect 

material accounts. If zero activity is worked, only the 

fixed costs will be authorised. 

5.6. Target equals Actual accounts. 

The concept of a target = actual cost account was 

introduced in section 4. 7 and Figure 3 .15 above. Refer 

Figure 3. 21 for the calculation of a target = actual 

account in an authorised budget. Figure 3.15 shows account 

4312 for Imputed Electricity as R65 000 corresponding to 

2 600 machine hours. In an authorised budget, for 2 000 

machine hours as illustrated in Figure 3.21, the 'actual 

cost' for account 4312 will be calculated as R50 ooo, as 

will the authorised cost. This means that a target = 

actual account will never show a variance. 

Calculation: 

Actual amount= Planned proportional amount divided by 

planned activity level multiplied by actual activity 

level plus fixed amount. 

Actual amount= (65 000/2600) X 2 ooo + o 



FIGURE 3.21 

Al/THORJSED VS. ACTUAL REPORT FOR A PRIMARY DIRECT COST CENTRE WIJH A TARGET• ACTUAL ACCOUNT-# 6011 

COST CENTRE NUllBER: COST CENTRE : ASSEIIBLY SECTION 

6021 ACTIVITY BASE : IIACHINE HOORS (IIH) 

PRIMARY COSTS 
-----------------------------------------------------------------------------------ACCOUNT ACCOUNT AUTHORISED ACTUAL 

VARIANCE 
KUIIJER DESCRIPTION AIDJNTS AIIJUNTS 

, .. , Salaries - Lower 118.nag-nt , ... ·- -
4302 Imputed soc I ■ I cosl - low.ltana9ement ,_ ,_ -
3111 Olis and lubrlcants 792.31 ·- 207. 69+ 

4311 Imputed llaJor ltalntenance , ... ·- -
4312 Imputed Elactrlclty , .... ··- -
◄lll Imputed Depreciation 5 896 5 896 -
4314 Imputed Interest ,_ ,_ -

Primary cost totals ' 70 688.31 70 896 207 .69+ 

SECOHDARY COSTS 
-----------------------------------------------------------------------------------ACCOUNT COST ACTJ- AUTHOR. ACTUAL STANDARD AUTHORISED ACTUAL 

NUEER CENTRE VITY ACT.QTY ACT.QTY 
VARIANCE 

RAT[ AMOUNTS AJIOUJIITS 

4201 .. ,. so• 3ct0.GO 300.00 R JO.GO 9 MO.GO 9 MO.Ge -
4204 .. ,. OR ].85 l.85 R 562.IO 2 163.70 2 163. 70 -
4204 .. ,. PC 23.08 23.08 R 570.GO I] 155.60 I] 155.60 -
4202 6021 LH 38.46 50.00 R 22.79 876.50 

' 
139.50 263.GO+ 

4206 .. ,, , .. 76.92 105.GO R 59.10 4 545.97 6 205.50 
' 

659.53+ 

Secondary cost totals ' 29 714.77 ]I 664.30 I 922.53+ 

PLANNED ACTUAL VARIANCE 

ActlYlty base lnforaiatlon: Quantities ,_ ,_ --
Rates R 47.16 R 51.28 R 4.12+ 
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Actual amount= R 50 000 

The actual electricity budget (the primary original cost 

account) will be against an electricity cost centre. 

Reconciliation of the planned costs on the primary original 

account for electricity and the calculated amounts on the 

Imputed electricity accounts, on all the cost centres, 

takes place during ACP. Actual primary costs incurred for 

electricity are also compared to target costs, as 

authorised during the year. Those imputed costs that had 

no proportional components in the original plan (Figure 

J.15) do not flex. Imputed depreciation did however flex 

due to the difference between the planned machine hours 

(2 600) and the actual machine hours (2 000). 

(Kilger, 1988, p. 536 ff.). 

5.7. Overhead cost authorisation. 

The determination of an authorised budget for overheads is 

a major cost control tool of the Plaut ABC concept. The 

authorised budgets for Primary direct and Secondary direct 

activities were discussed above. These serve to determine 

the authorised amounts for the overheads attached to the 

direct activities. 

The authorised budgets for Secondary indirect activities 

are determined as follows. Recall that during the ACP 
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process standard allocations were arrived at for the 

secondary indirect activities, on the grounds of cost 

driver interrelationships. Cost centre# 6033, the Plant 

Maintenance Planning cost centre, was planned as a 

secondary indirect in section 4.5 above. It had a planned 

activity of support hours with a quantity of 3 500. These 

hours were allocated to cost centre # 6032, the latter 

being the cost centre that the Plant maintenance planning 

cost centre is an overhead cost to. 

Using the actual activity level of the Plant Maintenance 

cost centre, # 6032, the actual activity level of supply 

hours in cost centre# 6033 is determined. The artisans in 

cost centre# 6032 actually worked 16 500 hours instead of 

the planned 15 000, arrived at during the ACP. Due to this 

increase in activity, the authorised support hours are also 

higher than originally planned (Refer Figure 3 .12) 3 850 

instead of 3 500. The authorised activity quantity for 

support hours in cost centre# 6033, will now also serve as 

the actual activity level for the Plant Maintenance 

Planning cost centre# 6033 - 3 850 instead of the 3 500 as 

planned. 

Note that if three cost centres were allocated the 

secondary indirect activity from cost centre# 6033 during 

ACP, the actual activity level for cost centre# 6033 would 

have been the sum of the authorised consumptions in the 

three receiver cost centres. Also note that in the 

receiver cost centres the authorised and actual secondary 
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indirect costs are always the same. Refer Figure 3.20. 

The 3850 hours are now used to arrive at the authorised 

budget for cost centre# 6033, refer Figure 3.22. 

Thus, within the Plaut ABC concept, overhead cost control 

is achieved by means of the standards that are established 

during the ACP process. For a secondary indirect activity 

and related overheads, by means of 'inverted flexing' of 

the overhead cost centre I s costs to obtain an authorised 

budget. This authorised budget is a function of the 

receiver cost centre's actual activity and the planned 

standard allocation determined during ACP. 

For a secondary direct activity and related overheads, 

control are affected through an authorised budget, which is 

calculated by using the actual level of activity and the 

standards (costs and activities) per activity unit arrived 

at during ACP. The number of activity units produced by 

secondary direct cost centres are kept in check in that the 

output from these cost centres is planned against receiver 

cost centres in quantities, refer Figure 3.14 above where 

the artisans from the Plant Maintenance cost centre's hours 

are planned against the spot welders. Naturally, the 

authorised budget for the machines will allow more or less 

maintenance hours as its own activity goes up or down 

respectively, preventing secondary direct cost centres from 

indiscriminate representation of their time worked. 



FIGURE 3.22 

OVERHEAD AUTl!ORISATION FOR A SECOHDARY INDIRECT (NON~EASURABLE) COST CENTRE - # 6033 

COST CENTRE NUllBER: COST CENTRE : PLANT MAINTENANCE PLANNING SECTION 

6033 ACTIVITY BASE : SUPPCRT HOURS (SH) 

PRIMARY COSTS 
·----------------------------------------------------------------------------------ACCOUNT ACCOUNT AUTHORISED ACTUAL 

NUIIIER DESCRIPTION AIGJNTS 
VARIANCE 

All:IUNTS 

, .. , Selarle1 - lower llanagcment ,. - , .... -, .. , Salarlos - Clarlcel staff 
.. _ ..... , ... -

4)0Z Imputed 1oclal cost - Low.Management " ... , .... -
4]0] Imputed soc I a I COil - Clerical staff JS ZN ,._ I , .. _ 
3031 Stat lonary ', .. 2 , .. , ... 
)019 C0111Puar consumables 6 ... ' ... , .. _ 

Primary cost totals ' Zet 4N 197 lite 4 IOG· 

SECOHDARY COSTS 
-----------------------------------------------------------------------------------ACCOUNT COST ACTI- AUTHOR. AClUAL STANDARD AUTHORISED ACTUAL 

NlUeER CENTRE VITY ACT.OTY ACT .QTY 
VARIANCE 

RAIE AIIOUNTS All:IUNTS 

4201 6UI so• JO. GO JO.GO R 30.0G I 200.00 I 200.00 -
4204 .. ,. OR 11.te 11.N R 5611.N S 6".N s 6".0G -
4204 .. ,. OP ..... ..... R 589.Ge 46 4".ee 46 400.ee -
4204 ... , PC 11.0G 11.eo R 549.Ge 5 400.eo 5 400.ee -

Secondary cosl lolals ' 58 6".0G 58 600.0G -
PLANNED ACTUAL VARIANCE 

Acllvlly bese lnfonnellon: Ouanllllu l , .. 3 850 359+ 

Rates R 71.89 R 66.47 R 4.42-
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(Kilger, 1988, p. 243 ff.). 

6. Cost control and analysis of actual information. 

6.1. Introduction. 

Proper control and analysis can only be done after the 

posting of all costs have occurred, this includes the 

periodic processing mentioned above. The bulk of costs 

are, however, available on-line for cost control and 

analysis. 

6.2. Variance analysis. 

In the realm of cost centre accounting, price and volume 

variances are identifiable. The standard price system 

introduced in section 3.6 above, enables the identification 

of price variances for labour costs as well as for material 

consumed by the cost centres. Once the price variances 

have been isolated the volume variances remain, the latter 

is considered a controllable variance in all instances. 

The volume variance being that quantity of, for 

example material that the cost centre consumed over 

and above the authorised amount. 

6.3. Recovery of cost centre costs. 

Cost centre accounting aims to get total cost centre cost 

on to the products of the organisation. Recoveries are 

calculated as actual activity times planned activity rate. 

Sender cost centres are credited with total monthly 
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recoveries and the receiver ( being either a product or 

another cost centre) is debited. 

A variance that occurs within recoveries in cost centre 

accounting is that of over or under-recovery of fixed 

costs. This occurs when more of a cost centre's activity 

is produced than what was originally planned (over­

recovery) or when less of a cost centre's activity is 

worked than what was planned (under-recovery) . over or 

under-recovery occurs between cost centres as well as 

between primary cost centres and products. 

6.4. Variance allocation. 

Variances between authorised costs and actual costs can be 

allocated in two ways, depending on the individual 

organisation. 

- Variances can be allocated to the products actually 

worked on, i.e to the Work-in-process account and to 

stock. 

- Alternatively, the variances can be brought into 

account during stepped recovery in contribution 

margin management. 

over or under-recovery of fixed costs is not an actual cost 

variance. For this reason these over or under recoveries 

are not normally allocated to products but accounted for 

during stepped recovery in contribution margin management. 

This is done to ensure accurate final contribution figures, 
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since an under-recovery of fixed costs will cause a 

decrease in profit and vice versa. 

6.5. Actual rate determination. 

The calculation of actual activity rate is achieved by 

dividing actual costs by actual activity quantity. This is 

useful information when compared to the planned rate as 

well as when analysed in its constituents for the next 

planning period. The actual rate is also helpful in 

refining the activity based concept once implemented, since 

it will differ from the planned rate if errors occurred 

during planning or if planning was done on incorrect 

assumptions. 

(Kilger, 1988, p. 230 ff., 546 ff. & 672 ff.). 

7. Conclusion. 

Cost centre accounting aims to effect control and accurate 

allocation of all overhead costs in the organisation. This is 

achieved through the activity base concept, contained in cost 

centre accounting, where costs are allocated to activity 

consumers (both cost centres and products), and flexed budgets 

are derived for overhead cost control. A standard price system 

further enhances the control element. 

With reference to what was said in Chapter 2 on the 

comprehensiveness of Plaut ABC, note the following: 

- What was discussed in this chapter is in fact activity 
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based costing. The current debate, in the international 

management accounting domain, on the subject of ABC is 

taking place, in the main, within the context of this 

chapter - cost centre accounting. 

- The acronym 'Plaut ABC' is in part a misnomer, because 

the Plaut organisation's approach to management 

accounting utilises the ABC concept as one part of a 

comprehensive package. 

Finally, one of the products of cost centre accounting is 

standard cost centre rates that form such an important input into 

product costing. The latter being the subject of the next 

chapter. 



Chapter 4 

1. Introduction. 

In this chapter the model initiated in Chapter 3 will be expanded 

on to include product costing. The objectives of and 

prerequisites for product costing will first be discussed. A 

discussion on planning and recording of actual information will 

follow in sections 4 and 5. The chapter will be concluded with 

an exposition on authorised product cost, product performance 

reports and variance analysis. 

Figure 4.1 (Vikas, 1991, p. 28) shows the place of Product 

costing in the Plaut ABC concept. Product costing establishes 

the standard cost rates for products that forms the basis for 

profit management that will be discussed in Chapter 5. 

2. The objectives of Product costing. 

The following are the objectives of product costing in the Plaut 

ABC concept: 

- To provide full and marginal cost rates on products for 

the effective management of profit. 

- To derive accurate production standards per product or 

product range. 

- To enable production cost performance reporting, where 

standard usages and standard values can be compared to 

actual information. 

(Kilger, 1987, p. 265). (Kilger, 1988, p. 605 ff.). 



FIG
U

RE 
4.1 

g 

PLANNING 
I 

PLAN
N

ED
 

A
.C

T
I-

P
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
I
 

A
C

TU
A

L 
A

C
J
J
-

I I I I I I I 

I PRODUCT COSTING 
I 

PIIO
D

U
CT 

I 
PR

O
D

U
C

T 

I 
R

<lrTIN
G

 
B

IL
L

S
 O

F 

S
H

E
E

TS
 

M
A

TE
R

IA
LS

 
I -
-
■
■
■
■
■
■
■
■
J
I
 

I 

I 
PR

O
O

U
C

IIO
II 

llfY
EN

TO
R

Y
 

I 
i
-

PLAN
 

PLAN
 

I I .. _________ 
• 

PLAN
N

ED
 

S
A

LE
S

 O
E

D
U

C
-

SA
LES 

S
A

LE
S

 
11011S 

A.Ill> 
Y

O
LU

IIE 

PRICES 
Q

JO
TA

S
 

P
LA

N
 

• 
S

A
LE

S
 

REVEJIIUE 

PLAN
 

VITY BASE 
I 

V
IT

Y
 BASE 

Q
UANT IT

 IE
 S

 
O

U
A

N
T

JT
IE

S
 

I 
I 

I 
CO

ST 
P

LA
JfN

IN
G

 
O

VER
H

EAD
 

O
F 

C
O

ST 
C

O
ST 

C
EN

TR
E 

C
O

STS 
I 

AUTHORISATION 

I 
I 

P
U

JfllE
O

 
O

V
E

R
-

STAIID
AR

D
 

A
CTU

A
L 

H
EAD

 
C

O
ST 

IIIA
fE

R
IA

L 
PR

O
O

U
C

TJO
N

 

R
ATES 

I 
PR

IC
ES 

O
U

A
N

T
IT

IE
S

 

I 
I 

• 
STAKD

AR
D

 
I 

PRO
D

U
CT 

-
PR

O
O

U
C

T 
C

O
ST 

C
O

STU
C

G
 

I 
AUTHORISATION 

I 
I 

SPE
C

IFIC
 

D
I-

PLAN
N

ED
 

A
D

IIIN
ISTR

A
TJO

II 
A

CTU
A

L 

PR
O

O
U

C
I 

CO
ST 

RECT 
SELLIN

G
 

I 
S

A
LE

S
 O

V
E

R
-

S
A

LE
S

 

R
ATES 

C
O

STS 
H

EAD
 

BU
D

G
ETS 

I 
VO

LU
XES 

I 

C
O

S
T 

O
F 

I 
S

A
LE

S
 

PLAN 
I 

• 
' 

O
P

E
R

A
TIN

G
 

P
R

O
F

IT
 

P
LA

N
 

O
P

E
R

A
TIN

G
 

P
R

O
F

IT
 

P
LA

N
 

I 
I 

I I CO
N

TR
IB

U
TIO

N
 

•
•
-
-
-
-
-
-
-
-
-
-
-
-
-
-
_

_
;
;
.
_

-
i
i
 IIA

R
G

IN
 

A
U

TH
O

R
IS

A
TIO

N
 

I 

CONTROL 
ACTUAL 

COST 

C
EN

TR
E 

C
O

STS 

' 
INTERXAL W

.O. 

A
C

C
O

U
N

TIN
G

 

O
VER

H
EAD

 

C
O

S
T 

P
E

R
F

O
R

-
~
 

M
ANCE 

R
EPO

R
TS 

llfYENTORY 
REPORT 

PR
O

D
U

C
T 

C
O

ST 

P
E

R
F

O
R

ltA
IC

E
 

R
EPO

R
TS 

O
PERA

 TI 11G 
JN

CO
IIE 

G
R

O
S

S
 

P
R

O
F

II 

C
O

N
TR

IB
U

TIO
N

 

IIIARGIII PERFO
R-- I

-
M

ANCE 
R

EPO
R

TS 
M

AN
C

E 
R

EPO
R

TS 



100 

3. The prerequisites for product costing. 

3.1. Introduction. 

The following five prerequisites must be in place to ensure 

the achievement of the stated objectives of product 

costing: 

- Production works order master. 

- Product master. 

- Bills of materials. 

- Routing sheets. 

- Data recording systems. 

A short explanation on each of the prerequisites is given 

next. 

3.2. Production works order master. 

Production works orders must be in place for the 

accumulation of actual costs. A production works order can 

be used for individual jobs or for batch jobs. This 

implies that additional information must also be recorded 

on the production works order, viz: 

- The unit of measure of the product being 

manufactured. 

- The quantity of the product actually manufactured. 

Production works orders must also be able to facilitate 

parallel coding of information, viz: 

- The product line. 

- The product group 

- The customer that the product belongs to or is being 

manufactured for. 
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The latter is included to facilitate flexible reporting. 

(Kilger, 1988, p. 650-658). 

3.3. Product master. 

The product master contains the master data on a product. 

This includes the product name or number, its description, 

its unit of measure and parallel coding. Parallel coding 

is used to indicate the product line that a product belongs 

to as well as the product group. 

(Kilger, 1988, p. 609-640). 

3.4. Bills of material. 

Bills of material 

semi finished 

subassemblies, 

parts 

that 

(BOM) list 

and the 

are purchased 

the raw materials, 

ready-manufactured 

and go into the 

manufacturing of each product. These are stated in unitary 

information such as kilograms or pieces, depending on the 

unit of measure of each, as well as monetary values. A BOM 

is created for each product, however, if this involves too 

great an amount of detail, then for each product line. A 

BOM provides the standards per product, when the authorised 

budget is compiled. 

Multiple levels of BOM 1 s are also used, i.e. semifinished 

products that go into finished products have their own 

BOM's. This enhances the management of product costs in 

that one semifinished product might form part of more than 

one finished product. 
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(Kilger, 1988, p. 609-640). 

3.S. Routing sheets. 

Routing sheets define the activities that go into each 

product. The routing being the consecutive work stations 

that the product passes through during manufacturing. Here 

a work station refers to the activity of a cost centre. If 

a cost centre has two activities, like# 6021 in the model, 

then# 6021 labour hours will be a work station and# 6021 

machine hours will be another work station. On the routing 

sheet is also defined the quantity of activity that is 

needed per product to manufacture it, as well as the unit 

of measure of the activity. 

(Kilger, 1988, p. 609-640). 

3.6. Data-recording system. 

Al though input information like BOM 1 s and routings are 

normally found in a manufacturing environment the costing 

software contains these modules as standard for 

organisations, such as service industries, where this type 

of information is not readily available. systems must 

therefore be in place for the recording of actual 

information in this regard. 

(Kilger, 1987, p. 265 - 288). 

4. Plan data used in Product costing. 

4.1. Introduction. 
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Planning is the analytical process during which standards 

for products are arrived at for the planning period. These 

standards will be used for the determination of authorised 

budgets, for variance reporting and for analysis. Standard 

product costs also serve as inputs into contribution margin 

management. 

4.2. Quantity standards per product. 

Quantity standards for the BOM's and routings are 

determined per product during the planning phase. Although 

this is a facet that is largely driven by product design, 

the definition of an alternate routing or the substitution 

of a raw material in product development is also addressed 

at this stage. 

Three of the products mentioned in passing during the 

discussion of cost centre accounting in the previous 

chapter will be budgeted here. The three products are the 

large steel cabinets (Product A), hand-held tool boxes 

(Product B) and the cage for an eye-level oven (Product C), 

which is sold to a customer and used by him as a ready­

manufactured part. These budgets will form the building 

blocks of the product costing model that will be developed 

in this chapter. Figures 4. 2, 4. 3 and 4. 4 show the 

respective product cost budgets for the three products. 

All standards are defined into their fixed and proportional 

components. This applies to both materials and activities. 
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In the case of activities, however, the rates are already 

split into fixed and proportional components in cost centre 

accounting. Here the same principle applies to the fixed 

proportion of the rate as explained in chapter 3 (where the 

charging of secondary costs to other cost centres were 

discussed). Remember, that once a cost has been defined as 

a fixed cost it cannot be made proportional by defining it 

as 100 % proportional on the product. At best the 

proportional component will remain proportional. 

(Kilger, 1988, p. 620-639). 

4.3. standard prices/rates. 

Figure 3.6 (in the previous chapter) illustrates the 

standard prices in use in the Plaut ABC concept and Figure 

4.5 (Plaut seminar notes, 1991, p. J.22-04) shows the 

valuation bases used for input units and costs in product 

costing. 

Figure 4.6 (Plaut seminar notes, 1991, p. 3.22-06) gives a 

schematic representation of the possible ways in which 

products can be valued in product costing using the costing 

software. Note that the authorised budget will be arrived 

at by multiplying actual product quantities manufactured by 

the planned standards, for primary accounts and activities 

quantities. 



FIGURE 4.2 

PRODUCT COST BIIOOET - LARGE STEEL CABINETS 

I 
PRODUCT : LARGE STEEL CABINETS I 

_ NUMBER Of UNITS : I _ 

IIATER!ALS 

STANt>ARD QUANTITIES STANDARD COSTIICO 

UNIT OF STANDARD PROPORTIONAL TOTAL 

DESCRIPTION QUAIITITY NU SURE PRICE COST COST 

SIDE AND BACK ' PIECE R7S.OO R75.GO R75.00 

TOP ' PIECE RlO.N Rl0.00 Alt.GO 

FLOOII ' PIECE R35.00 AJS.GO RJS.00 

DOOR ' PIECE R45.00 RH.GO RH.00 

PAINT ,., LITRE R48.00 RI00.00 RIOG.00 

PURCHASED ITEIIS 

STANDARD QUANTITIES STANDARD COSTIHG 

UNIT OF STANDARD 

DESCRIPTJOII QUANTITY MEASURE PRICE 

PROPORTIONAL 

COST 

TOTAL 

COST 

OP 

' 2 

DOOR HANDLE 

HINGE 

RIVET 

OPERATIONS 

COST CENTRE 

6003 GUILLOTINES 

3 6021 ASSEELY 

• 
s 
6 6649 FITTING 

7 6052 PAINTING 

8 

9 6073 INSPECTION 

2 PIECE 

4 PIECE 

30 PIECE 

ACTIV. 

ACTIVITY on 

MACHINE HOURS •. , 
LABOUR HOURS •-• 
LABOUR HOURS •. , 
SEl--tJ'P HOURS •. , 
MACHINE HOURS •. , 
LABOUR HOURS •-• 
LABOUR HOURS •. , 
OVEN HOURS ,_, 
INSPECTION HR •-• 

R25.GO 

RJ.00 

R0.21 

ACTIVITY 

PRICE 

RI00.00 

Alt.GO 

RU.79 

R48.00 

R47 .16 

A4S.N 

R29.N 

A7tJ.N 

AStJ.OG 

COST PEA UNIT ' 

RS0.00 

Al2.00 

R6.00 

PROPORTIONAL 

COST 

..... 
R4.00 

R2.42 

R4.GO 

Rl.07 

RIO.N 

R].80 

R9tJ.N 

R20.0G 

R543.29 

RSG.00 

R12.00 

R6.00 

TOTAL 

COST 

R2G.OO 

RU.GO 

R4.S6 

R4.81 

R4.72 

Rt8.N 

RS.8,;t 

RltJS.N 

R25.0G 

R597.68 



FIGURE 4.3 

PRODUCT COST BUDGET - HAND-HELD TOOLBOXES 

I PRODUCT : HAND-HELD TOOLBOXES 

NIIIIBER OF UNITS : I I 
MATERIALS 

------------------------------------------------- ---------------------------------STANDARD QUANTITIES STANOARD COSTING 

UNIT OF STANDARD PROPORTIONAL TOTAL 

DESCRIPTION CIUANTITY IIEASIJRE PRICE COST COST 

BOTTOM AND SIDES I PIECE RIS.IO RIS.90 Al5.N 

LID 2 PIECE ..... R18.N Rl8.GO 

DRAWER 2 PIECE R11.GO R.12.IO R22.GO 

SCISSOR HIIICiE 2 PIECE R2.GO R4.GO A4.GO 

PAINT Cl.25 LURE R15.IO Rl.75 Rl.75 

PURCHASED ITEIIS 
------------------------------------------------- ---------------------------------STANDARD QUANTITIES ST.U:DARD COSTING 

UNIT OF STANDARD PROPORTIONAL TOTAL 

DESCRIPTION CIUANTJTY IIIEASIJRE PRICE cos, cos, 

HINGE 2 PIECE Rl.SG R7.GO R7.IO 

RIVET 16 PIECE R0 . .11 R3.2G R3.2G 

OPERATIONS 
------------------------------------------------- ---------------------------------ACTIY. ACTIVITY PAOPOSIJ I ONAL JOJAL 

OP COSJ CENJRE ACTIVITY OTY PRICE COST COST 

I 600] GUILLOTINES MACHINE HOURS •. , RIN.90 A4.N RIil.GO 

2 LABOUR HOURS •. , Rlll.90 R2.GO A6.GO 

l 61l21 ASSElll3LY LABOUR HOURS 0.05 R.12. 79 Re.61 Al .14 

• SEJ-tJP HOURS .... A48,GO Rl.60 R4. l2 

s IIACHJNE HOURS .... A47 .16 A2.45 Rl.77 

6 604e FITTING LABOUR HOURS •. , R45.GO RS.GO ..... 
7 61l52 PAINTING LABOUR HOURS •. , A29. Gil Al .91l R2.91l 

• OYEN HOURS - A70.00 - -
9 607] INSPECTION INSPECTION HR ,. , RSG.llll R4.GO RS.GO 

COST PER UNIT ' R96.51 R115.ll8 



FIGURE 4.4 

PRODUCT CDST BUDGET - EYE-LEVEL--OVEN CAGE 

PRODUCT : EYE-LEVEL--OVEN CAGE 

NUIIBER OF UNITS : I 

IIATERIALS 
------------------------------------------------- ---------------------------------STANDARD QJANTJTIES STANDARD COSTING 

UNIT OF STANDARD PROPORTIONAL TOTAL 

DESCRIPTION QJANTITY MEASURE PRICE COST COST 

CAGE 1 PIECE R12t.GO Rl29.GO RI 20.0G 

BACK PLATE 1 PIECE R60.0G R60.GO R60.0G 

PURCHASED ITEIIS 
------------------------------------------------- ---------------------------------STANDARD QUANTITIES STANDARD COSTING 

UNIT OF STANDARD PROPORTIONAL TOTAL 

DESCRIPTION ®ANTITY MEASURE PRICE COST COST 

- -
- -

OPERATIONS 
------------------------------------------------- ---------------------------------ACTIY, ACTIVITY PROPORTIONAL TOTAL 

OP COST CENTRE ACTIVITY QTY PRICE COST COST 

1 6003 GUILLOTINES MACHINE HOURS 0.25 Rl!N.GO RI0.00 R25.00 

' LABCIUR HOURS ••• Rll.00 R4.00 R12.00 

3 6021 ASSEIIIL'f LABCIUR HOURS •. , R22. 79 R.1. 4.1 R4.56 

4 SET-UP HOURS •. , R48.00 R4.00 R4.8" 

5 WA.CHINE HOURS 1.15 R47 .16 R4.60 R7.07 

6 6040 FITTING LABCIUR HOURS - R45.00 - -
7 6052 PAINTING LABOUR HOURS - R29.00 - -
• OVEN HOURS - R71.00 - -
9 6073 INSPECTION INSPECTION HR •. , RS0.00 R4.00 RS.00 

COST PER UNIT ' R.1t9.02 R238.43 
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4.4. stan4ar4 product costing. 

A standard product costing for a product is arrived at by 

multiplying the planned product quantities, to be 

manufactured, by: 

- The standard prices for primary accounts (direct 

materials, purchased components and outside 

operations.) 

- The standard activity rates for the standard 

activity base quantities, planned to be consumed, 

from cost centres. 

(Kilger, 1988, p. 650-660). 

Figures 4.2, 4.3 and 4.4 show the standard product 

costing for each of the three products from the model. 

Note the following about these budgets: 

- The set-up hours from cost centre# 6021 per 

steel cabinet are almost the same as for a toolbox, 

this is due to the fact that the 48 jigs that must 

be aligned on the spot-welder conveyor is a 

relatively more cumbersome task than aligning the 

four jigs on the conveyor for steel cabinets. The 

dimensions between individual jigs are critical for 

the spot welders to function properly. 

- The standard productive hours to manufacture a steel 

cabinet are, however, considerably higher than for 

a tool box. This is due to the fact that more than 

one person is needed to place the large pieces of 



FIGURE 4.5 

VALUATION BASES USED IN PRODUCT COSTING 

COST ACCOUNT VALUATION BASIS 

MATERIAL PRICES 

CONVERSION COST ACTIVITY COST RATES 

SPECIAL DIRECT CONVERSION QI.OTIS OR SURCHARGES 
COSTS 

MATERIAL OVERHEADS OLOTAS OR SURCHARGES 

ADMINISTRATION AND SELLING OLOTAS OR SURCHARGES 
COSTS 
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sheet metal in place and secure them for the steel 

cabinets, whereas one person easily handles and 

secures the small pieces of sheet metal for one 

toolbox. 

This example is mentioned to illustrate that if ABC was not 

used, in this instance, a considerable error will occur in 

product costing. By way of explanation, note the 

difference in cost between a set-up hour and a productive 

hour {Figure 4.2). This is mainly due to the fact that 

during set-up, expensive pneumatic wrenches with overhead 

compressed air supply are used to secure the jigs onto the 

conveyors. 

is included 

The replacement depreciation of this equipment 

in the set-up-hour rate and not in the 

productive-labour-hour rate. 

Securing the pieces of sheet metal during a production run 

merely requires the throwing of a few switches that 

activate electro-magnets which hold the sheets in place. 

The depreciation for these form part of machine hour costs. 

The cost of the spot welders and the cost of 'unproductive 

hours' - set-up hours - would have been allocated to the 

product as a percentage that must be added to productive­

labour costs if a CMA approach was in use. This would mean 

that the larger steel cabinets would carry the bulk of 

these costs because of its high consumption of productive 

labour hours. The fact is, however, that in this instance 
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the set-up hours have an inverse relationship to productive 

hours. 

A spot welder also spends relatively more time on a toolbox 

than on a steel cabinet due to the many more small 

movements the machine has to make in welding 48 tool boxes 

in comparison with 4 steel cabinets. Allocating the 

machine costs through productive labour hours will 

therefore aggravate the distortion of product costs. 

(Kilger, 1987, p. 270 - 298). 

5. ·Actual data for product cost management. 

5.1. Introduction. 

Actual data falls into two major categories, namely costs 

and activities. Actual quantities of products manufactured 

are also needed to be able to calculate the authorised 

product budget. 

s.2. Actµal costs. 

Figure 4. 7 (Plaut seminar notes, 1991, p. 3. 23-03) shows 

the actual costs that are included in product costing. 

Costs are· divided into three major types, viz: 

- Primary costs, such as material, purchased 

components, outside operations and other costs. 

- Costs from other areas of application. Conversion 

costs, being costs from cost centres producing the 

product and charges from works orders, such as a 
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charge to spread the product's R & D costs over the 

product life. 

- Costs from product cost accounting, such as re­

employment of parts, and transfers from other 

production works orders for semifinished goods - not 

inventories, but goods directly used to produce 

final products. 

5.3. Actual activities. 

Figure 4.8 (Plaut seminar notes, 1991, p. J.23-03) gives an 

indication of actual activity information included in 

product costing. Three major sources are tapped, viz: 

- Completion reports giving product quantities 

manufactured. 

- Production orders. 

- Information from the production line/cost centres 

per item manufactured, on the quantities of cost 

centre activities performed for each of the 

products. 

6. Processing of information. 

6.1. Introduction. 

What follows are processing stages in the managing of 

product costs. Figure 4.9 (Plaut seminar notes, 1991, p. 

3.30-01) gives an overview of the data- processing 

procedure that applies. Figure 4.10 (Plaut seminar notes, 

1991, p. 3.31-01) shows the product costing stages. 
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Remember that frozen standards are arrived at during the 

planning stage (Figure 4.6). 

6.2. Production-cost authorisation. 

Product-cost authorisation is calculated once actual 

product quantities manufactured are received. Actual 

quantities times standard material quantities and standard 

activity quantities gives the authorised product budget. 

Figure 4 .11 shows the authorised budgets for the steel­

cabinet product in the model. The actual number of steel 

cabinets manufactured were 50 units. 

6.3. Production cost performance report. 

This report forms the basis for product cost control and 

variance analysis. Figure 4 .12 gives an example of a 

production works order performance report for a fictitious 

product. To simplify the report, a fictitious product is 

used with only one item in its BOM and only two routings. 

Primary cost accounts 1 price and usage variances and cost 

centre activity price and activity quantity usage variances 

are indicated. Note also the separation of the variance 

caused by an alternate routing of the product. Usage 

variances are controllable variances in all instances. 

Cost centre activity price variances are not controllable 

variances on products. The fact that activity price 

variances occur here shows that cost centre variances were 

allocated to products. If a product manager has control 
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ACTUAL ACTIVITI INFOIIIIATION INCLUDED IN PROIJUCT COSTING 
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PROCESSING OF PRODUCT CDSTING INFORMATION 
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PRODUCT COSTING STAGES - BUDGETED COSTS TO ACTUAL COSTS 
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over the purchasing of material, then the material price 

variance is a controllable variance. 

(Kilger, 1988, p. 707-716). 

6.4. Variance analysis and allocation to products. 

Figure 4. 6 and Figure 4 .10 above show that all variances 

can be allocated to products to produce current actual 

costing information. An option also exists where product 

variances are not allocated to products but brought into 

account during stepped recovery in contribution margin 

management. (Refer Chapter 5). (Kilger, 1988, p. 658 

ff. ) . 

6.5. Production inventory valuation. 

This is addressed here because of the integrated philosophy 

followed in the Plaut ABC concept between management 

accounting and financial accounting. Al though a 

costing/management information system, Plaut ABC runs on an 

integrated basis with the financial accounting system. The 

two systems are for this reason always in balance. It is 

in fact impossible to post in any one of the two systems 

with out posting in the other system as well, due to both 

systems sharing a single data base. 

The costing system serves to value both the work-in-process 

account and the stock of semifinished and finished 

products. This valuation process is intended to serve the 
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following purposes: 

- A presentation of the value added in the production 

process. 

- Determine the changes in inventory. 

Serve as a basis for the determination of operating 

income in the costing system. 

- Reconcile production management accounting with 

financial accounting. 

Valuation of the work-in-process account and stock is done 

at standard cost with the allocation of actual variances. 

Figure 4.13 (Plaut seminar notes, 1991, p. 3.33-03) shows 

the method used to value the work-in- process account and 

Figure 4.14 (Plaut seminar notes, 1991, p. 3.33-04) the 

method used to value stock. 

(Kilger, 1987, p. 305 - 389) 

7. Conclusion. 

It is interesting to note that the current international debate 

around ABC has not yet reached the stage where product costing 

is being considered as a separate discipline. Treating product 

costing as a separate discipline has the following advantages: 

- Cost centre rates contain only the costs associated with 

the service that it supplies, this makes for good 

information for 'make-buy' decisions on services. 

- Separate responsibilities for products work better 



FIGURE 4.13 

INVENTORY ACOOUNTING - llORK IN PROCESS 

TllE ACTUAL MANUFACTURING COST Of PRODUCTS IN PROCESS 

PRODUCTS VALUED AT : 

STANDARD COSTS 

ACTUAL VARIANCES 

CALCULATED AS FOLLOWS : 

OPENING BALANCE 

• MANUFACTURING PERFORMANCE ACOOUNTING 

- ABSORPTION TO INVENTORY 

- ABSORPTION TO COST Of GOJDS SOLD 

a CLOSING BALANCE 

CONSOLIDATED BY PRODUCT LINE 

DETERMINED Willi TllE HELP Of PRODUCTION IIORXS ORDER ACOOUNTING 

(SIIIIIIARIZATION OF PERIOD PRODUCTION IIORKS ORDER INVENTORY) 



FIGURE 4.14 

INVENTORY ACCOUNTING - <XJIIONENTS AND PRODUCTS IN STOCK 

THE ACTUAL IIANUFACTURING COST Of SEM!FINISHED AND FINISHED GOOOS IN STOCK 

PRODUCTS VALUED AT : 

STANDARD COSTS 

ACTUAL VARIANCES 

CALCULATED AS FOLLOWS : 

OPENING BALANCE 

• INCREASE FROM flOlll( IN PROCESS 

DECREASE RE-EMPLOYED aJIPONENTS 

DECREASE COST OF GOOOS SOLD 

- SUNDRY DECREASES 

• CLOSING BALANCE 

DETERMINED BY INDIVIDUAL PRODUCT 

(WITH CONSOLIDATION BY PRODUCT LINE) 

CARRIED OUT IN INVENTORY ACCOUNTING (BREIJ(00\1111 BY COST ELEMENTS 

SIMILAR TO THAT Of PRODUCT COSTING) 



125 

product cost management in hand. This could include 

areas such as, redesigning the product, material 

substitution, alternate routings and ongoing research and 

development. 

The value of treating products separately will become apparent 

later when the analysis of findings will be done. 

Finally, in this chapter product costs were established that can 

be used to-

- make 'make-buy' decisions on semifinished goods and or 

operations in product manufacturing; and 

- serve as an input into contribution margin management. 

Together with cost centre accounting the scene is now set for 

contribution margin management, which uses both of these to 

manage profits. 



Chapter 5 

1. Introduction. 

In this chapter the aims of and prerequisites for contribution 

margin management will first be discussed. This will be followed 

by a discussion on contribution margin planning and the types of 

actual information required. The chapter will be concluded with 

an indication of th~ processing procedures normally followed and 

the analysis of reported contribution information. 

Contribution margin management is the product of cost centre 

accounting and product costing, since it is here that these two 

are pulled together in managing the profit of the organisation. 

Figure 5.1 (Vikas, 1991, p. 28) shows the area within the Plaut 

ABC concept that represents contribution margin management. 

2. The aims of contribution margin management. 

contribution margin management aims at addressing the following: 

- The accurate establishment of selling and distribution 

costs per invoice line item. 

- The recovery of primary indirect cost centre costs that 

perform their activities for a product, product group, 

client, type of client, region, geographical area or the 

organisation as a whole. 

Flexible profitability reporting using both marginal and 

full cost information. Reporting per product, product 

group, client, type of client, region, geographical area 

or any combination of these. 
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(Kilger, 1988, p. 661-665). 

3. Prerequisites for contribution margin management. 

3.1. Introduction. 

The points mentioned below are needed to effectively 

facilitate the operation of contribution margin management. 

If these prerequisites are not met, the aims of 

contribution margin management cannot be achieved. 

3.2. customer order master. 

A system must be in place to handle customer orders and to 

link these with both production works orders and stock 

orders. Parallel coding is also done on customer master 

data linking the customer to the product, product line and 

product group that he has purchased. 

3.3. Product master. 

The product master contains the master data on all 

products. This includes -

- the product name; 

- the product number; 

- the product description; 

- the product's unit of measure; 

- parallel coding to indicate the product line; and 

- the product group that each product belongs to. 
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3.4. Customer master. 

Customer master data contains the customer number and the 

customer name and the following three groups of 

infonnation: 

- Master data - sales deductions: 

Discounts 

Rebates 

Bonuses 

Premiums 

- Master data - special direct selling cost: 

Shipping address 

Terms of payment 

Salesman 

Rate of sales commission 

- Parallel coding: 

Customer group 

Distribution channel 

Territory 

(Kilger, 1987, p. 392-414), 

4. The planning of contribution margins. 

4.1. Introduction. 

In this section the planning process used to determine 

contribution margin standards, to be used for the planning 

period, will be discussed. 
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These standards will later be used to determine the 

authorised profit once actual sales information has been 

received. 

4.2. Planned sales quantity/ Revenue plan. 

The sales volume plan contains the following details: 

- Customer numbers. 

- Customer names. 

- Product numbers. 

- Product descriptions. 

- The planned sales volume to each customer of each 

product. 

- the planned sales price per unit of product. 

Four customers in two sales areas are added to the model 

previously developed. With this information the sales 

volume plan for the three products are derived in Figure 

5, 2. 

4. 3. Standard sales deductions / Special direct selling 

cost. 

standards for sales deductions and a set structure for 

these deductions are established per customer or any other 

parameter that combines generic deductions and or deduction 

structures. The following is an example of a sales revenue 

structure that contains standard sales deductions and 

special direct selling costs/quotas. 
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Gross sales revenue 

Sales deductions 

Rebates 

Discounts 

= Net sales revenue 1. 

Special direct selling costs 

outbound freight 

Packaging 

Insurance (Transport, export and currency 

exchange risk) 

Agent's commission 

= Net sales revenue 2. 

Figure 5. 3 shows such a structure for Customer A who 

purchases Product A (the steel cabinets) and Product B 

(hand-held tool boxes) from the company. 

4.4. Production costs of sales. 

Figure 5.3 also shows the planned production costs of sales 

in the overall picture for contribution margin management. 

The standard product costs are inputs received from product 

costing which was discussed in the previous chapter. 

(Kilger, 1987, p. 394-414). 



FIGURE 5.2 

SALES VOLIIIIE PLAN FOR THE THREE PRODUCTS IN THE IIODEL 

I 
PRODUCTS: AREA I: AREA 2: I 

1-- IPRODUCT 
I I 

OJSTOIIER JOJSTOIIER TOTALS 
I 

A I B I C I D __ , __ ,_, __ 
I I I 

PRODUCT A - STEEL u.euus IN I - I 11kt I 190 590 
I I I 

PRODUCT B - TOOLBOXES SN I - I 790 I 390 I SN 
I I I 

PROtlUCT C - EYE-LEVEL OYEN I 2511 I I 250 
I I I 
I I I 

FIGURE 5.3 

PRODUCT PROFIT COHTRIBUTION PLANNING FOR OJSTci!ER A AND PRODUCTS A AND B IN THE IIODEL 

CUSTci!ER A 

GROSS REVENUE 

DEDUCTIONS: 

- DISCOUNTS l % 

NET SALES REVENUE I 

SPECIAL DIRECT SELLING COSTS: 

- FREIGHT (PROO. A Rl / PROO. B RI) 

- INSURANCE 7 % 

- COOIISSION 5 % 

NET SALES REVENUE 2 

PRODUCTION COST (FIG. 4.2 & 4.l) 

GROSS MARGIN 

PRODUCT A 

95 000.00 

2 850.00 

92 150.00 

300.00 

6 450.50 

4 607 .50 

B0 792.00 

59 788.00 

21 004.00 

S 000.00 

PRODUCT B 

QTY SN 

75 000.00 

2 250.00 

7Z 750.00 

500.00 

S 092.50 

l 637 .50 

63 520.00 

57 540.00 

S 980.00 

I 800.00 STORAGE (COST CENTRE 6012, FIG. l.8) 

PRODUCT RESULTS 16 004.007 r4 100.00 

SELLING OVERHEAD (COST CENTRE 6011, FIG. l,8) 

SALES OPERATING RESULT 

aJIPANY OVERHEAD (COST CENTRE 6001, FIG, l.8) 

OPERATING RESULT 

20 184.00 

7 000.00 

ll 184.00 

8 000.00 

5 184.00 
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4.5. Period related operating overhead costs. 

Figure 5.3 further gives an indication of how period 

related overhead costs are brought into profit management. 

These overheads include costs such as marketing, shipping, 

selling, sales administration and company administration 

overheads. overheads are charged at standard activity 

rates from the costs centres. These costs being the costs 

from primary direct cost centres such as storage and 

distribution from cost centre # 6012 (Figure J. B). Also 

primary indirect cost centres such as the Sales force cost 

centre# 6011 (Figure 3.8) and the Managing Director's cost 

centre# 6001 (Figure 3.8). Refer also Figure 3.18 in this 

regard. 

4.6. Product profit contribution planning. 

Finally, Figure 5.J gives the complete profit contribution 

plan for the model. Note that this is called the period 

related profit contribution plan. 

report is the planned operating 

The output from this 

income. It is also 

possible to extract a sales related profit contribution 

plan from the software. An example of the latter is given 

in Figure 5.4. The sales related profit contribution plan 

can combine reports to give a product line profit 

contribution plan or product group profit contribution 

plan. 

Figure 5.5 shows an example of a more comprehensive profit 

contribution plan. It does, however, have a more generic 



FIGURE 5.4 

PROFIT CONTRIBIITIOII MARGIN PLANNING REPORT - SALES RELATED 

PRODUCT GROUP : SHEET METAL PRODUCTS 

IIARXET : IJCIIESTIC 

PLANNING PERIOD : APR - MRCH 1992 

PRODUCTS PLANNED : NET PLAN- /: CONTRIBIITION MARGIN 
1 SALES : NED SALES : : RAND : PER UNIT : % 
: OOANTITIES : REVENUE : / : l 

··············-··········+············+····--·-···++·········+·········· ......... . 
PRODUCT A: 

LARGE STEEL CABINETS 

SALES PRICER 950 

PRODUCT B: 

HAND-HELD TOOL BOXES 

SALES PRICER 150 

PRODUCT C: 

EYE-LEVEL--OVEN CAGE 

SALES PRICE R 425 

I II I 
I II I 
t II t 
I I I 

500 : R '175 000 :R 176 060: R 352.IZ 37.07% 
I I I 
I I I 
I I I 
I I I 
I I I 
I I I 
I I I 
I I I 
I I I 
I I I 

1500 / R 225 000 :R 52 380 R H.92 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

23.28% 

250 R 106 2541 :R 46 642 R 186,51 43.90% 
I 
I 
I 
I 
I 

PRODUCT GROUP TOTAL CONTRIBIITION : R 806 250 
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structure and do not contain any real values from the 

model. 

(Kilger, 1987, 420-426). 

s. Actual data needed for contribution margin management. 

5.1. Introduction. 

The actual information is divided into actual revenue 

information and actual costs. These serve as inputs into 

the authorised profit contribution report. 

5.2. Actual revenue. 

The actual revenue information that is taken over into the 

costing system is illustrated in Figure 5.6. 

5.3. Actual cost of sales. 

The cost information that is taken over into the costing 

system is shown in Figure 5.7. Note the integration of the 

costing system and the general ledger. 

(Kilger, 1987, p. 431-444). 

6. Processing of information. 

6.1. Introduction. 

Processing of information can take place at any stage when 

all the above is in place. If a computerised invoicing 

system is used, such as forms part of the integrated 

Systems Application Programs (SAP) software package (refer 
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Appendix 3) , authorised contributions and authorised 

operating income are available moment by moment on-line. 

Actual costs can be available in the same way if the total 

SAP software package is used. 

(Kilger, 1987, p. 449-451). 

6.2. contribution margin authorisation. 

Using the actual sales quantities and the standards arrived 

at during the contribution margin profit planning phase the 

authorised contribution margins are arrived at as well as 

the authorised operating income. An example of such a 

contribution margin authorisation report is given in Figure 

5,8 for the model so far developed. 

6.3. Contribution margin performance report. 

The contribution margin performance report shows the 

authorised contribution information compared to the actual 

information. An example of this can be seen in Figure 5.9. 

This report can be generated with full and/or marginal 

costs. 

(Kilger, 1987, p. 420-444). 

6.4. Variance analysis. 

The profit contribution margin report highlights three 

variances, a price variance, a volume variance and a mix 

variance depending on the type of report being used. 
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FIGURE 5.7 
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Variances are given for product level and for product line 

or product group level. At the product level the following 

variances are isolated. 

Total variance 

Price variance 

= Actual contribution margin of the 

product Planned contribution 

margin of the product. 

= Actual contribution margin of the 

product - Authorised contribution 

margin of the product. 

Volume variance = Authorised contribution margin of 

the product Planned 

contribution 

product. 

margin of the 

At the product line/group level the following variances are 

isolated. 

Total variance 

Price variance 

= Total actual contribution margin 

of the product line/group - Total 

planned contribution margin of 

the product line/group. 

= Total actual contribution margin 

of the product line/group - Total 

authorised contribution margin of 

the product line/group using the 

original planned quantities of 

the individual products times 

actual contribution margins. 



FIGURE 5.8 

PROOUCT CONTRIBI/TION MARGIN Al/TNORISATION FOR CUSTOIER A AND PRODUCTS A AND B IN THE lllDEL 

CUSTOIER A 

ACTUAL SALES QUANTITIES -

GROSS REVENUE 

DEDUCTIONS: 

- DISCOUNTS J % 

NET SALES REVENUE I 

SPECIAL DIRECT SELLING COSTS: 

- FREIGHT (PROD. A RJ / PROO. B RI) 

- INSURANCE 7 % 

- CDIIIISSIOII S % 

NET SALES REVENUE 1 

PRODUCTION COST (FIG. 4.1 & 4.3) 

GROSS MARGIN 

PROOUCT A 

90 
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1 565.00 

81 935.00 

170.00 

S B05.45 

4 146.75 

71 711.B0 

SJ B09.10 

18 903.60 

S 000.00 

PRODUCT B 

510 

78 000.00 

1 340.00 

75 660.00 

510.00 

S 196.10 

J 7B3.00 

66 060.80 

59 841.60 

6 119.10 

I 800.00 STORAGE (COST CENTRE 6011. FIG. 3.8) 

PRODUCT RESULTS 13 903.607 ,4 419.10 

SELLING OVERHEAD (COST CENTRE 6011, FIG. 3.8) 
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COIIPAHY OVERHEAD (COST CENTRE 6001, FIG. 3.8) 
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FIGURE 5.9 

PRODUCT COIITRIBUTION MARGIN PERFORIIANCE REPORT FOR CUST<JIER A AND PRODUCTS A AND B IN THE l()IJEL 

CUST<JIER A I PRODUCT A I PRODUCT B I I 
I I 
I I 

: AUTHORISED ACTUAL : AUTHORISED ACTUAL 
I I 
I I 

QUANTITIES X PRICES I 90 X R950 90 X R970 : 510 X RISO 510 X R 145 I 
I I 
I I 

GROSS REVENUE : 85 500,00 87 300.00 I 78 000.00 75 400.00 I 
I I 

DEDUCTIONS: I I 
I I 
I I 

- DISCOUNTS 3% I 1 565.00 I 1 340,00 4 514.00 I I 
I I 

NET SALES REVENUE I : 82 935.00 87 300.00 I 75 660.00 70 876.00 I 
I I 

SPEC. DIRECT SELL. COSTS: I I 
I I 
I I 

- FREIGHT I 270.00 I 110.00 I 520.00 520.00 I I 
I I 

- I NSIIRANCE 7% I 5 805.45 5 296.20 5 296.20 5 296.20 I 
I 

- ClJIIIISIONS 5% I 4 146.75 4 146.75 l 783.00 3 783.00 I 
I 

NET SALES REVENUE 2 I 72 712.80 77 017 ,80 M 060.80 61 276.80 I 
I 

PRODUCTION COST I 53 809.20 54 600.00 59 841.60 49 300.00 I 
I 

GROSSS MARGIN I 18 903.60 22 417 ,80 6 219.20 I 11 976.80 I 
I 

STORAGE I 5 000.00 5 000,00 I 800.00 I 800.00 I 
I 

PRODUCT RESULTS I 13 903.60 17 477 .80 4 419.20 10 170.80 I 

I I 
t t + i 

18 322 .80 27 654.60 

SELLING OVERHEAD 7 000.00 12 000.00 

SALES OPERATING RESULT 11 322.80 15 654.60 

CDa'ANY OVERHEAD 8 000.00 8 000.00 

OPERATING RESULT 3 322.80 7 654.60 
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Volume variance = Total authorised contribution 

Mix variance 

margin of the product line/group 

Total planned contribution 

margin of the product line/group. 

= Total authorised contribution 

margin of the product line/group 

using the original planned 

quantities of the individual 

products times actual 

contribution margins the 

authorised contribution margin of 

the product group using actual 

sales quantities. 

The contribution margin authorisation report are used for 

variance analysis. Variance reporting would be available 

with the same line item level of detail as can be seen in 

Figure 5.9. 

(Kilger, 1988, p. 713) 

7. Conclusion. 

This chapter concludes the discussion on the three major 

theoretical concepts underlying Plaut ABC. It is important to 

note that the contribution margin structure as presented in this 

chapter is often considered as the ideal for managing profit. 

One must however keep in mind that if the foundation on which 

this structure is built is shaky, then the structure itself does 

not have much use. 
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This means that product costing and cost centre accounting must 

ensure authentic and decision relevant contribution information 

through unerring cost allocation. The latter being the area in 

which CMA failed dismally. It is exactly in this domain that the 

Plaut ABC concept stakes a major claim as a management accounting 

method that ensures relevance. 

Having concluded the basic Plaut ABC theory, the next chapter 

will deal with the subject of operating results analysis. 



Chapter 6 

1. Introduction. 

In this chapter Operating results analysis will be discussed. 

The aims of operating results analysis and the integration of the 

general ledger and the costing system will first be discussed. 

This will be followed by a presentation of the two methods by 

which an organisations operating result can be obtained through 

the management accounting software. The chapter is concluded 

with an indication of how the operating result from the 

management accounting system is reconciled with the financial 

result from the income statement. 

Figure 6.1 (Vikas, 1991, p. 28) shows the field of application 

for operating results analysis. 

2. The aims of operating results analysis. 

Operating results analysis aims at producing operating results 

information in a format unlike that of financial accounting. The 

costing system supplies -

- a lay-out of the organisation's operating income that 

relates better to management decision making, such as 

strategic decisions on services, products, customers and 

markets; and 

- more detailed information than the aggregate information 

produced by the financial system. 
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3. Integrated software. 

This management accounting operating result is, however, within 

the integrated approach always equal to the financial result. 

This is due to the integrated approach taken in the Plaut ABC 

concept to management accounting and financial accounting. 

Two approaches can be followed in the costing software to produce 

the management accounting operating result. Firstly, the cost 

of sales method and secondly, the total cost method. 

4. cost of sales method. 

The cost of sales method follows the following broad approach to 

determining operating income: 

Sales revenue 

cost of sales 

= Operating income 

Figure 6.2 shows a more detailed breakdown of this approach and 

the operating result th~t it produces. The model previously 

developed is not comprehensive enough to facilitate this report. 

Another example is therefore used. 

s. Total cost method. 

The total cost method follows the following broad approach to 

determining the operating income: 



FIGURE 6.2 

RECONCILIATION Of OPERATING !NllJIE - THE COST OF SALES METHOD 
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Sales revenue 

± Inventory changes 

+ Capitalised cost 

= Total operating revenue 

Total operating cost 

= Operating income 

Figure 6.3 shows a more detailed breakdown of this approach and 

the operating result that it produces, compared to the cost of 

sales approach. This is also not an example that utilises 

information from the model. 

6. Reconciliation with the financial result. 

The reconciliation of the management accounting operating result 

with the financial result (profit or loss) are achieved as 

follows. 

± 

± 

± 

Management operating income 

Operating cost balance 

Financial operating income 

Extraordinary expense/revenue 

Non-current period items 

Financial result (Profit or loss) 



FIGURE 6.3 

RECOHCILIATIOH OF OPERATING INllJIE • A CXJIPARISON Of THE TOTAL COST ANO TllE COST OF SALES METllOO 
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(Kilger, 1987, p. 452-474). 

7. conclusion. 

In this chapter the theory on the analytical tool that enables 

the analysis of operating results was discussed. The place of 

this tool in the whole concept is one of an overall nature. 

Where the previous three chapters dealt with the fundamental 

theory, this chapter dealt more with the application of a tool 

that utilises the information from the other three chapters. An 

important factor mentioned in this chapter was that of the 

integrated nature of the management accounting system and the 

financial accounting system. This is due to the fact that in 

practice, where separate systems are used, the two systems often 

produce separate and conflicting results. Within the Plaut ABC 

concept the integrated approach results in consistent and 

reliable information. The credibility of the information from 

any one of the systems are never suspect and conflicting results 

are not produced by the two systems. 

In the next chapter, the final consideration on Plaut ABC will 

be discussed. 



Chapter 7 

1. Introduction. 

This chapter will contain an exposition on the theory of cost and 

profit simulation within the Plaut ABC concept. 

The objectives of cost and profit simulation will first be 

discussed. 

paragraph 

The prerequisites for simulation will 

3. The chapter will be concluded by 

follow in 

a detailed 

explanation of the steps in the simulation process. 

Figure 7.1 (Vikas, 1991, p. 28) shows the area of application of 

cost and profit simulation. This includes the whole of the 

planning scope discussed previously, cost centre accounting, 

product costing and contribution margin management. 

2· Objectives. 

Cost and profit simulation aims at providing a flexible tool to 

enable the execution of 'what if' analysis in any one area of the 

organisation or in the organisation as a whole. 'What if' 

analysis can cover all three main areas of decision making in an 

organisation: 

- Operational decisions - relating to efficiencies. 

- Middle management decisions - relating to 

effectiveness. 

- Top management decisions - relating to strategic 

issues. 
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3. Prerequisites. 

The information variables required to support simulation can be 

divided into four groups: 

Quantities 

- Sales quantities 

- Production quantities 

- Inventories 

Standard usages 

- Bills of material 

- Routings 

- Technical data (e.g. kg's, litres, etc.). 

Prices 

- Sales prices 

- Material 

- Personnel 

- Sundry (e.g. Energy). 

Values 

- Sales revenue 

- Direct costs 

- Overhead costs 

4. Execution. 

Figure 7.2 shows the main areas of the business that are involved 

in the execution of the planning simulation. The simulation 

/revaluation starts off by updating the cost plan and the sales 



FIGURE 7.2 
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volume plan with the new information. The changes to the sales 

volume plan are converted into inputs into the production plan 

and the sales revenue plan. Changes to the production plan again 

impacts on the cost plan. The whole chain of events culminates 

in the new profit plan when the changes to the sales revenue plan 

and the cost plan are brought into the calculation. 

A more detailed flow chart of the simulation process is shown in 

Figure 7.3. The tasks performed by the software are indicated 

by the rounded rectangles. The rest of the shapes indicate the 

planned data used for the calculations. Any of the information 

not indicated in the rounded rectangles can be changed to 

determine the impact of a 'what if' scenario. These fields can 

also be used as output fields. For example, changing the basic 

plan for the number of products to be sold will impact on the 

activity base volumes needed for the planning period - between 

steps 2 and 3. 

Also note the following about the simulation process indicated 

in Figure 7.3: 

- The basic plans are arrived at during cost centre 

planning, product cost planning and profit contribution 

margin planning. 

The retrospective explosion of quantities in step 2 is 

achieved by using information from standard product 

costing, namely the bills of material and the routing 

sheets. 

- the impact of 1 what if' scenarios on overhead costs are 

also accounted for. This relates, amongst other things, 
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to the principle of 'non-measurable' activities discussed 

in the chapter on cost centre accounting. 

- it is possible to obtain simulated results for both the 

cost of sales and the total cost approach to determining 

the organisations operating income. 

( Mannel, 1988, p.17). (Vikas, 1991, p.29). 

s. conclusion. 

This chapter concludes the discussion on Plaut ABC theory. It 

should be clear from the discussion in this and the preceding 

four chapters that Plaut ABC is a comprehensive approach to 

management accounting. 

It utilises quite a complex version of ABC, in cost centre 

accounting, with some unique features for cost control such as 

the 'non-measurable' concept. It will be interesting to see how 

effective this principle is able to control overhead costs in 

practice. 

Plaut ABC also has the distinctive characteristic in that it 

treats product costing as a separate discipline. The analysis 

will also shed some light on whether this practice is worthwhile, 

given the resources needed to facilitate it. 

Finally, contribution margin management affords the theoretically 

ideal for profit management. How good this stands up to a 

volatile environment where mix, prices, discounts and commission 

change will be revealed in Chapters 10 and 11. 



Chapter 8 

1. Introduction. 

This chapter will serve as a backdrop to the chapters that 

follow. The purpose of this chapter is twofold. 

To identify those parameters that should be used to measure the 

relevance of a management accounting method. The following will 

also be highlighted for each parameter: 

- The reason for inclusion. 

- The current market standard for each parameter against 

which the Plaut ABC concept will be measured. 

The parameters for relevance and their current standards will be 

highlighted from contemporary management accounting literature. 

The current debate in the international management accounting 

domain surrounding Activity Based Costing in general and the need 

or not of re-looking at CMA has supplied ample information. 

Secondly, the questionnaire will be discussed in detail. In this 

section the following will be highlighted: 

- The questions that were used to obtain information on 

each parameter. 

- An indication on how the market standards were 

embodied in the questionnaire. 

2. The parameters for relevance. 

2.1. Profitability. 

Profitability could quite easily be considered a dubious 
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choice as a parameter. Bromwich and Bhimani (1989) 

Management Accounting : Evolution not Revolution' in their 

response to Prof. Kaplan's 'Relevance Lost : The rise and 

fall of management accounting' stated that only an increase 

in profitability from the introduction of ABC would tip the 

scales in its favour. Sheridan (1990) had the following to 

say about this defense of CHA. 'The authors cautiously 

concede that the case for the prosecution has some merits 

but is not proven by the evidence. If only life were so 

simple that one could relate the use of activity based 

costing to profitability!• 

Due to the fact that this research report will only be 

focused on companies that have changed from a CHA method to 

Plaut ABC, profitability is included as a parameter. A 

unique opportunity therefore presents itself in that the 

impact of, in this instance, Plaut ABC on profitability 

could be determined. A positive rating here would almost 

surely give Plaut ABC an edge on any existing management 

accounting method. Keeping in mind that the effectiveness 

of the other eight parameters is all in some way expressed 

in profitability figures. 

- The current market standard for profitability. 

This is represented by no change in the status quo. CHA 

results in maintaining the existing level of profitability. 
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2.2. Timeliness. 

Timeliness refers to the availability of information, both 

during day to day operations and formal reports after 

periodic processing 

regard Kaplan (1987) 

of financial information. In this 

identified timeliness as one of the 

mayor breakdowns in existing management accounting systems. 

Refer also to his article (Kaplan, 1990) and Cooper and 

Kaplan's article (1988). Due to the importance of timely 

information for control and decision-making in 

organisations, this parameter is included. 

- The current market standards for timeliness. 

Kaplan (1987) states that currently 'there seems to be a 

general accounting rule that any accounting report for a 

period will appear just before the middle of the subsequent 

period'. This implies a 15-day period after month close 

for monthly reports to be produced. Any improvement on 

this would imply a higher degree of relevance. 

2.3. Cost management. 

This is probably the parameter that will be listed by all 

and sundry when approached to list a parameter against 

which to measure a management accounting method. Purely by 

definition of one of the primary aims of a management 

accounting system (Horngren and Foster, 1987, p.2) one 

would have to include cost management as a parameter. 
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- The current standard for cost control in the market. 

Kaplan (1990) points out that current systems supply too 

aggregate information too late for effective control. The 

aggregation leading to poor product cost control. The 

absence of cost rates for activities/services makes for 

poor information to use for make-buy decisions. overhead 

costs are normally considered fixed costs (Cooper and 

Kaplan, 1988) which indicates a severe breakdown in 

controlling these costs. 

2.4. Reporting emphasis. 

a management 

dictates of 

This parameter aims to determine whether 

accounting method has broken out of the 

financial reporting {Porter and Akers, 1987; cooper and 

Kaplan, 1988; Dugdale, 1990b; Bromwich and Bhimani, 1989) 

or whether it is still being held captive. 

The rationale being that what all levels of management 

should be getting from their information system should be 

what they need for decision making, planning and control. 

There is little usefulness for management in the aggregate 

information supplied by the financial system, enkindled by 

the advent of outside capital sources such as shareholders 

and large capital suppliers. 

management accounting method 

information for strategic, 

The reporting emphasis of a 

should rather be that of 

managerial 

decision-making, planning and control. 

and operational 

That is, first 

supply the foundation that supports the efficient and 
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effective making of (more) profit and not the reporting of 

profits per se. Reporting emphasis is therefore included 

as a parameter for relevance. 

- current standard in the market for reporting emphasis. 

The current market standard for reporting 

profit reporting driven with too little 

is short term 

detail. The 

general reporting emphasis that prevails is a financial 

one. (Kaplan, 1987, p.195). 

2.s. Decision relevance. 

A parameter closely linked to the one just above. Vatter 

(1950, p. 506) expresses the decision relevance of a 

management accounting system as follows: 'The deviations 

from planned information are question-raising data. From 

the intelligent raising of questions as to why each 

deviation occurs may be found better ways of accomplishing 

the tasks that are to be done in the firm' i.e. decisions 

to be taken. A management accounting method must supply 

decision relevant information. 

It is also within this decision-making scenario that the 

replacement value depreciation and the capital structured 

interest on capital theories have their positive influence. 

Especially in making decisions on using 'old-paid-for­

cheap I but inefficient equipment instead of high-technology 

efficient but 'new-expensive' equipment. 
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The current standard in the market for decision 

relevance. 

The information from the financial system is quite useless 

for management decision making. As Dugdale (1990a) 

rightfully indicates 'absorption costs include allocations 

of 'fixed' and 1 sunk 1 costs which are arguably, irrelevant 

for decision making'. The following quote from Johnson 

(1988) illustrates the problem with regard to decision 

relevance for product decisions. 'Traditional accounting 

systems efficiently and effectively cost products for one 

purpose and that is to value inventories for financial 

reporting. 

Traditional cost accounts do not distort total costs, 

inventory costs or "bottom line" net income figures. 

However, managers who use cost accounting information to 

judge an individual product's costs can make serious 

marketing errors. This happens because the over-aggregated 

averages that cost accounting systems use to distribute 

indirect costs to products systematically distorts the 

costs of individual products 1
• Even staunch proponents of 

CMA agree - Piper and Walley (1991): 'We agree totally with 

him (Kaplan) that management are using traditional product 

costs and that this practice do not produce high-quality 

decision-relevant information. The arguments for this are 

well documented and we agree with these sentiments'. From 

the above quotes it is clear that the decision relevance of 

CMA systems are poor. 
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2.6. operational planning and control. 

Anthony { 1965, p. 21) clearly shows the link between the 

internal activities of an organisation, such as operational 

planning and control and the internal accounting system. 

From this, it follows that a management accounting system 

has to facilitate the planning and control of operations. 

- The current standards in the mark.et for operational 

planning and control. 

Johnson ( 1988) sums up the current market standard as 

follows: 'Traditional management accounting systems to 

control operations and to cost products do not serve 

managers well in today's competitive environment 1 • The 

current market standard for operational planning and 

control can be described as inadequate. 

2.7. Management planning and control. 

Kaplan (1987. p.153 to 177) gives a thorough insight into 

the need for integration of the management accounting 

system and management planning and control. The reference 

to Anthony (1965), made above for operational planning and 

control, also applies here. 

The current standard in the market for management 

planning and control. 

Porter and Akers 

information to 

(1987) mention the lack of accounting 

enable management to ensure the 
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in an organisation, i.e. doing the right 

following quote from Kaplan (1987, p.176) 

underlines this: 'While some innovations in organisations' 

planning, budgeting and control systems may have occurred, 

virtually no new ideas have affected the design and use of 

cost management systems'. The prevailing standard 

insufficient. 

2.e. Short run product management. 

Kaplan (1987, p.233) distinguishes between short-term and 

long-term product costs. Short run product management 

covers subjects such as decisions taken on pricing using 

marginal cost information, the maximisation of contribution 

margins and the controlling of products' actual costs. 

- The current standard in the market for short run product 

management. 

The distortion of product costs has been mentioned 

extensively above. Mistrust of product cost information 

follows from this. These two factors culminate in poor 

cost control and a deficiency in contribution margin 

management. What CMA therefore has to offer in terms of 

short run product management is meagre. 

2.9. Long run product management. 

What has been said so far concerning product costing in 

general also applies here. In this instance, however, the 

focus has a longer term emphasis and a strategic decision 
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perspective. 

The current market standard for long run product 

management. 

What was said above under short run product management also 

applies here. The issue of strategic information was 

covered in the section on decision relevance. From the 

discussion of these two parameters, this it is clear that 

as far as long run product management is concerned, CMA 

falls far short. 

3. Questionnaire design. 

The nine parameters for relevance formed the sub-sections of the 

questionnaire that was used to gather data for the research 

report. (Samples of the German and English questionnaires can 

be seen in Appendix 1). 

The questionnaire contained four categories of questions: 

- Questions for demographic information - (Demographic 

questions). 

- Questions for cross-checking - (Validation questions). 

- Questions for determining quantitative information on a 

company's experience with Plaut ABC - (Factual 

Questions). 

- Questions aimed at measuring relevance - (Qualitative 

questions). 
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The questionnaire further contained two types of questions: 

- Closed questions, where respondents had to choose between 

a given number of options. 

Open questions, where respondents could give their 

answers in a sentence or a short paragraph. 

In this section the eleven subsections of the questionnaire and 

their questions will be expounded on. More specifically, the 

motivation for each question will first be given. This will be 

followed, for qualitative questions, by an indication of how the 

current market standard for CMA was embodied in the question. 

3.1. Section 1 : General. 

Section one of the questionnaire was used to gather some 

demographic information and contained two validation 

questions: 

- Question 1.1 

Determined the type of industry. 

- Question 1.2 

Determined the type of production process. 

- Question 1.3 

Determined the number of products offered in the 

market place. 
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- Question 1.4 

Served as a validity check to determine whether the 

respondent was still using Plaut ABC. 

- Question 1.s 

Determined the year of implementation of the Plaut 

ABC concept. 

- Question 1.6 

Determined whether the companies that implemented 

Plaut ABC received training. 

- Question 1. 7 

This question served as a validity check for the 

questionnaire as a whole. A company's rating here 

had to agree with his assessment of the overall 

relevance of the Plaut ABC concept. 

3.2. Subsection 2 : Profitability. 

The following questions were used to gather data on 

profitability: 

- Question 2.1 

This question attempted to measure actual changes 

experienced in the companies' profitability. 

The current market standard was represented by the 

option 'Did not change'. 
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- Question 2.2 

This was a factual question, intended to measure the 

time frame involved for profitability to change. 

- Question 2.3 

This was a repeat of question 2.1. But here it 

tested the response of companies that had 

implemented Plaut ABC, as to the estimated effect of 

Plaut ABC on profitability given a specific 

scenario. The scenario that was presented 

highlighted internal control problems. 

The current market standard was again represented by 

the option: 'Will not change'. 

- Question 2.4 

This was an open question in which respondents could 

motivate their answer given for Question 2.3. 

3.3. subsection 3 : Timeliness. 

This is the one parameter where computer software plays a 

major part. Two software houses supply products that cater 

for Plaut ABC. 

The first, Systems Application Programmes (SAP) product is 

unique in the international market in that it is the only 

product available that offers a fully integrated mainframe 

software package that caters for all the functions of a 



171 

business on an on-line and real-time basis. It can also 

cater for standard direct costing approaches to management 

accounting. The real-time on-line concept would by nature 

imply a superior degree of relevance. Two things are 

however important as far as the aims of this report are 

concerned: 

- In practice companies do not replace their total 

systems with an SAP package. The SAP software can 

be purchased in modules or simply do not cater for 

very specialised applications. The research report 

will therefore attempt to determine to what extent 

Plaut ABC users have been able to capture the 

advantages of a real-time on-line system. 

- Although the SAP software can be used in a CMA 

application, the on-line real-time issue is 

considered important to the relevance of Plaut ABC 

for two reasons: 

- Currently in the market the Plaut ABC 

concept can only be purchased with on-line 

real-time software. 

- Kaplans approach to ABC, a parallel system 

on personal computers, is currently being 

promoted as the main-line solution to the 

problems of management accounting. 

Secondly, the Plaut- company I s own software, the earlier 

packages of which are of a batch processing type, are used. 
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Within this framework the questionnaire was set-up to 

determine the following for the parameter - Timeliness. 

- Question 3.la 

The time taken to produce formal month end/period 

reports for cost centres. 

- Question 3.lb 

The time taken to produce formal month-end/period 

reports for products. 

The current market standard for both these was 

taken as 15 ·days after month closing. 

- Question 3.2 

A factual question on the software being used by the 

respondent. 

- Question 3.3 

A factual question on the nature of the software -

on-line or batch. 

- Question 3.4 

Due to the potential mixing of SAP modules with 

batch processing modules, the extent of full 

integration, i.e. percentage of costs still being 

processed periodically, was measured. Naturally all 

those companies that use the older Plaut software 

will still do a lot of batch processing. 
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The current market standard was expressed as the 

option - 'More than 50 %1 • 

- Question 3.5 

This question measured the extent to which companies 

are utilising the on-line facility for control 

purposes. 

The current market standard was represented by the 

option 'On-line facility not used'. This rating can 

be justified as follows: 

- There is no known system other than SAP with 

the on-line capability. 

- The applications of the SAP system for CMA are 

estimated to comprise a negligible percentage 

of total CMA applications. 

- Question 3.6 

A final factor that was measured was that of the 

reporting frequency on critical success factors to 

the company. 

The current market standard was taken to be 

1 Monthly 1 , due to batch processing software being 

used. 
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3.4. Subsection 4 : Cost management. 

In the questionnaire the following areas were addressed. 

- Question 4.1 

The companies were asked if they would recommend 

Plaut ABC to someone else with cost management 

problems. 

'Recommend another costing method' was used as the 

market standard. This was done because the 

irrelevance of CMA is accepted as fact. (Refer 

Chapter l above). 

- Question 4.2 

If a respondent indicated, in Question 4.1, that he 

would recommend another costing method, his 

recommendation had to indicate here. 

- Question 4.3 

The accuracy of product cost control information in 

a volatile environment was the subject of this 

question. 

The current market standard in failing to provide 

accurate information was coded as 'Very often'. 

- Question 4.4 

Standard Cost rates' usability for 'make-buy' 

decisions were measured here. 
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'Not usable at all 1 represented the current market 

standard. This is due to large overhead burdens and 

the failure of CMA to determine standard rates for 

cost drivers other than labour. 

- Question 4.5 

Here, respondents had to rate the Plaut ABC concept 

as an overhead cost control tool. 

A rating of 1 (an inadequate tool) represented the 

current market standard. As indicated above under 

the discussion of the parameter - Cost management, 

overheads are considered fixed costs, thus the poor 

rating. 

3.5. Subsection 5 : Reporting emphasis. 

On the subject of reporting emphasis the following detail 

was collected: 

- Question 5.1 

The test was for the placement of the financial and 

management accounting departments in the 

organisational structure. The assumption is made 

that if both functions are performed by one 

department the financial reporting mentality will 

have a far greater impact on the management 

information system than if the two departments 

operated autonomously. This was a factual question 
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of which the responses would be used to test the 

assumption. 

- Question 5.2 

Here, the level of detail supplied by the Plaut ABC 

concept was determined. 

The current market standard - 'Aggregate 

information, ideal for compiling monthly financial 

statements'. 

- Question s.3 

This question determined the dominant reporting 

emphasis for three different periods: 

- o to 6 months. 

- 6 months to 2 years. 

- 2 years and longer. 

The reporting mode that has overall dominance was 

also determined. 

'Financial statements to report on profitability' 

were taken as the current market standard for: 

- o to 6 months. 

- 6 months to 2 years. 

- The dominant reporting mode. 

•strategic progress reports' were taken as the 

standard for the period, 2 years and longer. 
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- Question 5.4 

Finally the costing method's instrumental role in 

helping to manage the dominant reporting mode, 

in Question 5.3, of the company was determined. 

The current market standard was accepted as 'Very 

helpful' in helping to manage the dominant 

reporting mode - financial reporting and 'Useless' 

for strategic and management accounting reports. 

J.6. Subsection 6: Decision relevance. 

The following were the detail information collected for 

this parameter: 

- Question 6.1 

Determined the Plaut ABC user's view of the concepts 

focus. 

'Based on historic information' was the coded answer 

for the current market standard. 

- Question 6.2 

This question attempted to determine a rating for 

Plaut ABC in helping to identify potential problem 

areas in an organisation and thus trigger proactive 

decision-making. 

The current market standard - A rating of 1 
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'Useless'. 

- Question 6.3 

Here a rating had to be given of the information, 

from the costing method, that must be used to make 

decisions on products (introduction and 

discontinuance) and customers (new ties and 

severing old ties). 

Current market standard - 'Very poor'. 

- Question 6.4 

Here respondents had to rate the difficulty with 

which the impact of decisions previously taken, can 

be tracked. 

Current market standard - 'Very difficult'. 

3.7. Subsection 7 : Operational planning and control. 

The following questions were used to collect information on 

operational planning and control: 

- Question 1.1 

This question measured the level of unitary 

information supplied by the Plaut ABC concept. 

Unitary information being of importance for the 

management of operations. 
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The matter of insufficient detail supplied by 

CMA has been mentioned previously, this has a 

negative impact on its level of unitary information 

and ability to facilitate operational planning and 

control. Standard - 'Severely lacking'. 

- Question 7.2 

The subject of this question was responsibility. 

The rational being that if operational 

responsibility is to be decentralised, cost centre 

heads must be involved in the planning process where 

standard cost rates for their cost centres are 

determined. 

standard coded - 'Cost accountants only'. 

- Question 7.3 

On the subject of operational planning and control 

Porter and Akers (1987) mention an additional 

factor namely that of efficiency at the coal face. 

A management accounting method must be able to 

highlight inefficiencies through deviations from 

standards. 

Standard - •useless'. CMA does not use standard 

rates for activities/services and ignores valid cost 

drivers such as machine hours, oven cycles, vehicle 

kilometres, etc. 
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- Question 7.4 

Kaplan (1987, p.253) adds the requirement of 

performance measurement of line management. This 

question, therefore, attempted to obtain a rating 

for the performance measurement capabilities of the 

Plaut ABC concept. 

Due to too little detail and the absence of 

activities and their proportional cost, the standard 

for CMA was coded as: 'Not a valid measure'. 

- Question 7.5 

Finally, for the parameter - Operational planning 

and control, the degree of accountability of line 

management was determined. This question should 

show a high correlation with question 7.2 - on 

responsibility. 

To ensure the proper functioning of decentralised 

accountability, a management accounting system must-

- isolate all uncontrollable variances: and 

- represent operational level detail in monetary 

terms to effectively express run of the mill 

decisions in profit implications. 

In this regard CMA was rated as 'Lower management 

seldom held accountable since the environment plays 

havoc with the plan'. 
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3.8. subsection 8 : Management planning and control. 

The following areas of management planning and control were 

addressed in the questionnaire: 

- Question e.1 

This question tested the degree of 

accountability of product and sales management. 

'Seldom held accountable since the environment plays 

havoc with the plan' was the standard, for 

similar reasons given for question 7.5 above. 

- Question 8.2 

The ability to identify potential problems had to be 

rated here. 

The standard - 'Very poor'. This rating is due to -

- the inadequate level of detail; and 

- information with a low degree of decision 

relevance. (Refer to Section 3.6 above). 

- Question e.J 

This question dealt with the ability of the system 

to remain a valid management control instrument by 

adapting to changes in the external environment. 

Standard - 'Adapts poorly'. 
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- Question 8.4 

In this factual question respondents had to 

quantify the time it takes for the system to adapt 

to the environmental changes mentioned in Question 

8.3. 

The market standard was taken as ' Monthly', due to 

the batch processing systems in use. 

- Question e.s 

The ability of the management accounting system to 

accommodate corporate strategies as budgetary 

variables was measured here. 

Standard - 'Very difficult.' 

- Question 8.6 

This question tested for the concept's effectiveness 

in measuring middle and upper levels of management's 

performance in profit centres. 

Standard - A rating of 1 ('Totally ineffective'). 

The rationale being, that if product costs are 

suspect then managing profit is a very difficult 

task. 

- Question 8.7 

This question tested the concept's effectiveness 
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in measuring middle and upper levels of management 

performance in revenue centres. 

Standard - A rating of 1 ('Totally ineffective'). 

3.9. Subsection 9: Short-run product management. 

For this parameter the following four questions were 

included in the questionnaire: 

- Question 9.1 

Despite the apparent failure of the marginal 

costing/pricing concept (Cooper and Kaplan, 1988) in 

the United States, convincing arguments can be 

raised as to its usefulness.(Horngren and Foster, 

1987, p.48; Baumol and Blinder, 1988, p.685). It is 

most likely that the indiscriminate use of marginal 

information is to blame, due to a lack of insight 

into the full implications of such decisions by 

marketing/sales. The marginal costing concept is 

accepted as relevant, especially since the Plaut 

concept theory stresses the availability of both 

full and marginal information. This question tested 

the extent to which marginal information is used by 

Plaut ABC users. 

Standard - 'Not used very often'. 
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- Question 9.2 

A factor that is closely linked with the use of 

marginal information, trust in product cost 

information, is the subject of this question. 

Standard - 'Trusted by only a few and not really 

used'. 

- Question 9.3 

This question measured the effectiveness of the 

system to monitor a product's actual costs. 

Standard - Not at all effective. 

- Question 9.4 

Finally, for the parameter - Short-run product 

management, the management of product contribution 

margins was addressed. 

Standard - 'Always problems with contribution margin 

management 1 • This rating is given to CMA for two 

reasons: 

- The foundation of contribution margin 

management, product costing, is shaky. 

- Cost allocation in multi-product environments 

is dubious. 
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3.10. Subsection 10 : Long run pro~uct management. 

For the final parameter, these questions were used to 

collect information: 

- Question 10.1 

A question on the use of product cost information 

during strategic business decisions. 

Standard - 'Costs are seldom considered' for the 

same reasons as mentioned under Question 9.2. 

- Question 10. 2 

Determining the helpfulness of product information 

when decisions on product introduction or 

discontinuance have to be made. 

Inaccurate costing results in a rating of 'Often 

useless'. 

- Question 10.J 

Here respondents had to rate the Plaut ABC concept 

as an instrument in helping to monitoring strategic 

goal achievement, such as market or product growth. 

Standard - 'Poor instrument', for the same reasons 

as given for contribution margin management 

(Question 9.4 above). 
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- Question 10.4 

Finally, the overall strategic value of the Plaut 

ABC concept to its users was determined. 

Standard - 10f little value•. 

3.11. Subsection 11: Advantages and disadvantages. 

This section contained two open questions where companies 

could list their views on the advantages and disadvantages 

of the Plaut ABC concept. Two short paragraphs were 

provided for each question. No facility to rank the 

advantages and disadvantages was provided, a simple random 

listing was provided for. 

4. Conclusion. 

This concludes the discussion on the parameters for relevance and 

the structure of the questionnaire. 

A point that needs mentioning at this stage, is that what may 

seem to be an apparent contradiction. Namely, this report aims, 

amongst other things, to disprove Kaplan's PC approach to ABC, 

yet utilises a lot of his arguments and research results. In 

this regard the following two facts must, however, not be 

confused: 

- It is an assumption of this report that CMA has lost its 

relevance, this sentiment is also the foundation of 

Kaplan's drive to rectify the current problems of 

management accounting in general. From this point of 
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view it is, therefore, totally acceptable to use the 

arguments and research results of Prof. Kaplan to 

establish the standards for CMA, as was done in this 

chapter. 

- On the matter of how to restore relevance to management 

accounting this report differs from Prof. Kaplan, as was 

explained in Chapter 1. 

In the next chapter the procedure followed in gathering data will 

be given. 



Chapter 9 

1. Introduction. 

What follows below is a description of the procedure followed in 

gathering the data for this research project. The topics that 

will be discussed are -

- the drawing up of the initial questionnaire; 

- testing of the questionnaire; 

- a definition of the population; 

- the data gathering procedure; 

- the responses received; and 

- editing and coding of information. 

2. The questionnaire. 

The main body of the questionnaire was compiled using the nine 

parameters for relevance. The individual questions were arrived 

at from contemporary management accounting literature as 

discussed in the previous chapter. 

3. Testing of the questionnaire. 

In initial draft form, the questionnaire was tested amongst an 

English-speaking target sample. Following the corrections that 

flowed from this test the questionnaire was translated into 

German and again tested, using a German-speaking target sample. 

After the final corrections the questionnaire was printed and 

compiled for postage. 



189 

4. The population. 

The target population consisted of 180 multi-product companies 

that have implemented the Plaut ABC concept. Multi-product being 

defined as companies with 20 or more products. These companies 

are situated in South Africa, Germany, Switzerland and Austria. 

They had implemented the Plaut ABC concept since inception of the 

company in 194 6. As indicated previously, this population 

contained a mixture of on-line and batch-processing software 

users. 

s. Data gathering. 

The questionnaires were posted to the companies accompanied by 

a cover letter from the University of South Africa. A self­

addressed envelope with stamps for each country, depending on the 

domicile of the addressee, accompanied each questionnaire. 

Questionnaires were posted on the 31 July 1991. 

45. Responses. 

Responses were returned between 15 August and 15 October 1991. 

A total of 50 questionnaires were returned, of these 6 were not 

completed. Seven questionnaires had to be discarded due to 

invalid or conflicting responses to questions. This left 37 

questionnaires, a sample size of about 21 %, that could be used 

for the analysis. The sample size was sufficient to ensure 

statistical analysis with confidence levels of 99 % and higher. 



190 

7. Editing and coding. 

On receipt, the responses were coded and captured into a Lotus 

123 spreadsheet. The latter was used for the graphic 

representation of the information as well as a more detailed 

analysis. 

Of the questionnaires accepted for the analysis, two questions 

had a non-response rate of about 10 %. This was corrected by 

using the proportions of the population as indicated by correctly 

completed questionnaires. Once the proportions had been 

established number ranges were assigned to each and random 

numbers, generated by a computer, used to fill in the non­

responses. 

e. conclusion. 

The findings of the research project follow in the next chapter. 

This will cover the performance of Plaut ABC on the nine 

parameters for relevance only. A detailed discussion and 

analysis will follow later. 



Chapter 10 

1. Introduction. 

In this chapter the findings of the research report will be 

given. This will entail a factual representation of the 

findings, a detailed discussion and interpretation of the results 

of the research report will be given in Chapter 11. 

By way of background to the statistical test that will be done, 

coding for the analysis, the value that will be used as the 

current market standard and the steps in the statistical 

procedure to be followed, will first be explained. 

The degree of relevance of Plaut ABC, for each of the parameters 

for relevance, and its degree of overall relevance will next be 

given. This will be followed by the statistical test for the 

difference between two means, to determine whether Plaut ABC 

gives a significantly higher degree of relevance than CMA. 

The chapter will be concluded with the findings of the report. 

2. Coding for the analysis. 

Coding of the possible responses on each question was done as 

follows. For each question the current market standard of 

relevance, identified in chapter 8, was coded with a value equal 

to one. The response representing the highest possible degree 

of relevance was coded with a value of ten. Intermediate 

responses were coded with values of equidistance between one and 

ten. These intermediate values were determined by the number of 
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possible responses in the question. For example, a question with 

three possible responses was coded as: 1, 5.5 and 10, a question 

with five possibilities as: 1, 3.25, 5.5, 7.75 and 10 and a 

question with ten possibilities as: 1, 2, 3, 4, 5, 6, 7, a, 9, 

and 10. 

3. The current market standard's degree of relevance. 

Coding the current management accounting standard with a value 

of one, results in the statistical mean for CMA's degree of 

relevance being equal to one. This value will be used when the 

hypothesis testing procedure will be employed to determine 

whether there is a significant difference between the mean value 

for CMA's degree of relevance and the mean value for the degree 

of relevance for Plaut ABC. The hypothesis test for the 

difference between two means will follow in paragraph 7 below. 

4. The backdrop against which the statistical test will be 

performed. 

4.1. Statistical theory that applies. 

It is not known whether the population of Plaut users are 

normally distributed. Within the central limit theorem 

however one is allowed to make inferences about populations 

without knowledge of the shape of the frequency 

distribution of the population. The sampling distribution 

of the mean will approach normality as the sample size 

increases. A sample size of 30 is normally used as an 

indication that such a sample distribution will be normal. 
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Since the sample size in this research project is 37 the 

standard normal distribution will be used with the z-table. 

The fact that the distributions are approaching normality 

will be seen in the frequency distributions below. 

4.2. Determining the sample means and standard deviations. 

The first step in the statistical procedure is the 

determination of the sample means and the standard 

deviations for each parameter for relevance. This will be 

achieved by calculating the sample statistical mean and the 

sample standard deviation for each parameter using the 

responses from the companies that returned questionnaires 

and the coded values for responses per question. Detail on 

the sample mean and standard deviation for each parameter 

for relevance is given in paragraph 5 below. 

In paragraph 6 the sample mean and the sample standard 

deviation for the overall relevance of the Plaut ABC 

method, as measured against all nine parameters, will be 

calculated. These parameters will be used to derive the 

interval estimate for the population mean of all multi­

product Plaut ABC users. 

4.3. Estimating the population mean. 

Two requirements must be fulfilled before an interval 

estimate of a population's mean can be arrived at, using a 

sample from that population -

- a confidence level must be decided on; and 
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- as well as the upper and lower limits within which 

the population mean is estimated to fall, given the 

confidence level. 

Throughout this procedure a confidence level of 99.8 % or 

higher will be used. This implies that there is a 0.2 % 

chance that, for example, the actual population mean will 

fall outside the stated limits. 

In estimation, the limits are determined by the sample size 

once the confidence level is set. As mentioned previously 

37 questionnaires were found to be usable. Given a sample 

size of 37, a population of 180, a confidence level of 

99.8 % and if the sample standard deviation is used as an 

estimate of the population standard deviation, the upper 

and lower limits can be calculated. 

The sample standard deviation for each of the parameters 

for relevance and for the overall rating of relevance 

differs. This is because a frequency distribution exists 

for each parameter and for the overall rating of Plaut ABC. 

It follows that the estimate of the population standard 

deviation in each instance will also vary. Due to this, 

the interval estimates for the population mean will be 

calculated as each parameter 1 s information and the 

information indicating the overall relevance of the Plaut 

ABC concept, is presented. 

4.4. Testing for the difference between two means. 

In testing for the difference between two means, the nil 
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hypothesis will be tested at the 99.8 % confidence level. 

This will be a one-tailed test, since the objective of this 

research report is to prove the relevance of Plaut ABC. 

s. The relevance of Plaut ABC on each parameter. 

5.1. Plaut ABC relevance - Parameter 1: Profitability. 

Figure 10.1 shows the relative frequency distribution for 

the responses that were received for parameter 1 

Figure 10.1 
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Profitability. The distribution has a mean of 5.7 and a 

standard deviation of 2.3. 

Estimating the population standard deviation by using the 

sample standard deviation means the former will also be 
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equal to 2.3. Using this, a sample size of 37, population 

of 180, a confidence level of 99.8 %, i.e. a z-value equal 

to 3.09, the confidence interval can be calculated using 

the following formulas: 

- u(sample) = {U(population)//n} x /((N-n)/(N-1)) 

In words: The standard error of the mean is equal to 

the population standard deviation divided by the 

square root of the sample size. This result is 

multiplied by the following result - the square root 

of all the following: the population size minus the 

sample size, the result of the latter divided by the 

population size, minus 1. 

- u(sample) = (ABS limit)/z 

In words The standard error of the mean is also 

equal to the absolute value of the desired limit 

divided by the z-value for the stated confidence 

level. 

By equating these two formulae, one can solve for the limit 

as follows: 

(ABS limit)/z = (u(population)//D) x /((N-D)/(N-1)) 

(ABS limit)/3.09 = (2.3//37) X /((180-37)/(180-1)) 

(ABS limit)/3.09 (2.3/6.08) X /(143/179) 

(ABS limit)/3.09 0.378 X /0.799 

(ABS limit)/3.09 = 0.378 X 0.894 

(ABS limit) 0.338 X 3.09 

(ABS limit) = 1.04 
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It can, therefore, be stated at a confidence level of 99.8 

% that the population mean for Plaut users for 

profitability lies between 

- Opper limit sample mean+ (the z-value for the 

stated. confidence level x the standard 

error of the mean). 

- Lower limit 

= x(sample) + (z x a(sample)) 

: 5.7 + (3.09 X .338) 

S.7 + 1.04 

6.74 

====• 

and 

sample mean - (the z- value for the 

stated confidence level x the 

standard error of the mean). 

x(sample) - (z x a(sample)) 

5.7 - (3.09 X .338) 

= 5.7 - 1.04 

= 4.66 

===• 

The estimations of the population mean for the other 

parameters and for overall relevance will be calculated in 

the same way. 

The standard normal distributions showing the comparison of 

the degrees of relevance of CMA and Plaut ABC for the 

parameter - Profitability can be seen in Figure 10.2. Note 

the relatively small amount of dispersion of the Plaut ABC 
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Figure 10.2 
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distribution. A detailed analysis of this information and 

that for the other parameters will follow in the next 

chapter. 

5.2. Plaut ABC relevance - Parameter 2 : Timeliness. 

Figure 10.3 shows the relative frequency distribution for 

the responses received for parameter 2 : Timeliness. The 

distribution has a mean of 4.9 and a standard deviation of 

3.5. By doing the same calculation as in paragraph 5 .1 

above, the confidence interval can be arrived at. It can 

be stated at the 99.8 % confidence level that the 

population mean for Plaut users, 

timeliness, lies between 3.3 and 6.5. 

on the parameter 

Comparative information for CMA and Plaut ABC is shown in 

Figure 10. 4. Although the relevance for Plaut ABC is 
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higher, the dispersion of the two graphs are virtually the 

same. The latter could most likely be attributed to the 

batch systems still in use with some of the Plaut ABC 
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users. 

5.3. Plaut ABC relevance - Parameter 3 : Cost management. 

Figure 10.5 gives the relative frequency distribution for 

the responses received for parameter 3 : Cost management. 

This distribution has a mean of 8.1 and a standard 

Figure 10.s 
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deviation of 0.9. The confidence interval, at the 99.8 % 

confidence level, for the population mean of Plaut users 

with regards to the third parameter cost management is 7.69 

and 8.51. 

Comparative information for degrees of relevance on the 

parameter - Cost management, are again shown in Figure 

10.6. Note the significantly higher degree of relevance 
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Figure 10.6 
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obtainable from the Plaut ABC concept. 

5.4. Plaut ABC relevance 

emphasis. 

Parameter 4 . . Reporting 

Figure 10.7 shows the relative frequency distribution for 

the responses that were received for the fourth parameter: 

Reporting emphasis. The distribution has a mean of 8.2 and 

a standard deviation of 1.0. The population mean of Plaut 

users for the parameter reporting emphasis can therefore be 

estimated, at the 99.8 % confidence level, to lie between 

7.75 and 8.65. 

The comparative degree of relevance information in Figure 

10. 8 indicates a high degree of relevance for Plaut ABC 

users, this would, amongst other things, imply a breakaway 

from the traditional financial reporting emphasis. 
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Figure 10. 7 

PARAMETER 4 REPORTING EMPHASIS 
RELATIVE FREOIJENCY OISTRIBI/T!ON "~--------'"------------------~ 

I 
C 
0 

I 

Figure 10 .a 

' 

' 6.0 TO 6.S 6.6 TO 7.1 7.2 TO 7.7 7.B TO B.3 B.4 TO 0.9 9.0 TO g 5 

DEGREE OF' RELEVAAICE ( 1 a POOR , 10 • EXCELLENT) 

PARAMETER 4 REPORTING EMPHASIS 
CCM>AAING CLASSIC ,...NAGaENT ACCCII..HTUC Ah1) ?LAUT AOC FOR RELEVANCE 

I 

s.s. Plaut 

relevance. 

-- ' IEAH a B.2 

S DEV 3 STD EV•1 

-9.0 -6.9 -4,B -2.7 -0.6 1.5 3.6 S.7 7.B 9.9 

RELEVANCE C 1 • l'IOO'I ; 10 ., D:CELLENT) 

ABC relevance Parameter s . . Decision 

Figure 10.9 shows the relative frequency distribution for 
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Figure 10. 9 
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the responses that were received for parameter 5: Decision 

relevance. The distribution has a mean of 8. 4 and a 

standard deviation of 0.9. The population mean for Plaut 

ABC users for the parameter decision relevance, at the 

99.8 % confidence level, is therefore estimated to lie 

between 7.99 and 8.81. 

Comparative degree of relevance information, in Figure 

10. 10, again indicates a higher degree of relevance from 

Plaut ABC. This is, in fact, the parameter with the 

highest mean of all the parameters. 

5.6. Plaut ABC relevance Parameter 6 

planning and control. 

. . Operational 

Figure 10.11 gives an indication of the relative frequency 

distribution of the responses that were received for 
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Figure 10.10 
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Figure 10.11 
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parameter 6: Operational planning and control. The 

distribution has a mean of 7.4 and a standard deviation of 

1.2. At the 99.8 % confidence level it can therefore be 
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stated that the population mean of Plaut ABC users for the 

parameter decision relevance lies between 6.86 and 7.95. 

Figure 10.12 illustrates again the comparative degrees of 

relevance and Plaut ABC's supremacy. 

Figure 10 .12 
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5.7. Plaut ABC relevance Parameter 7 : Management 

planning and control. 

Figure 10.13 is a representation of the relative frequency 

distribution of the responses that were received for the 

seventh parameter: Management planning and control. This 

distribution has a statistical mean of 7. 4 and a sample 

standard deviation of 1.2. It can therefore be stated, at 

the 99.8 % confidence level, that the population mean for 

Plaut ABC users for the parameter management planning and 
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Figure 10.13 
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control lies between 6.86 and 7.95. 

Figure 10. 14 
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Figure 10.14 gives the comparative standard normal 

distributions for the parameter management planning and 

control. Incidently, the Plaut ABC distribution here and 

the one for operational planning and control is exactly the 

same. 

s.e. Plaut ABC relevance - Parameter 8: Short run product 

management. 

Figure 10 .15 
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Figure 10.15 shows the relative frequency distribution for 

parameter 8: Short run product management, representing the 

responses received. This distribution has a mean of a.o 

and a standard deviation of 1. 3. It can, therefore, be 

concluded, at the 99.8 % confidence level, that the 

population mean for Plaut ABC users, for the parameter 

short run product management, lies between 7.41 and 8.59. 
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Figure 10.16 shows the comparative distributions for the 

parameter - Short run product management. 

Figure 10.16 
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5.9. Plaut ABC relevance - Parameter 9 : Long run product 

manaqemen t. 

Figure 10.17 shows the relative frequency distribution for 

the final parameter for relevance Long run product 

management. The distribution has a mean of a. o and a 

standard deviation of 1.1. At the 99.8 % confidence level 

the population mean for Plaut ABC users for the parameter 

long run product management lies between 7.5 and 8.5. 

Comparative information appears in Figure 10 .18 for this 
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Figure 10 .17 
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parameter. It is interesting to note that the two 

distributions representing product management are very 

similar. 
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6. Estimating the population mean for overall relevance of the 

Plaut ABC concept. 

Figure 10.19 
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Figure 10.19 shows the relative frequency 

distribution for the overall relevance of the sample of 

Plaut ABC users. This distribution was arrived at by 

calculating the relevance per respondent for all nine 

parameters and adding up all the answers. The result of 

this calculation is presented as a distribution in Figure 

10.19. The distribution has a mean of 7.5 and a standard 

deviation of 0.6. The population mean for Plaut ABC users 

with regard to overall relevance of the concept can 

therefore be estimated with 99.8 % confidence to lie 

between 7.23 and 7.77. 
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The comparative standard normal distributions are shown in 

Figure 10.20. The higher degree of relevance for Plaut ABC 

is evident from this figure. Of specific significance is 

Figure 10.20 
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the narrow dispersion for Plaut ABC relevance. This would 

be indicative of the high degree of relevance that will be 

enjoyed by any, present or future, Plaut ABC user. The 

possibility does however exist that the difference in 

relevance, 

differences. 

as seen in the figures, are not real 

A statistical test must be carried out to 

prove that the mean for Plaut ABC of 7.5 and the mean for 

CMA of 1 are not means of two samples from the same 

population. 
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7. Testing for the difference between two means. 

1.1. Introduction. 

An interval estimate for the mean degree of relevance for 

the Plaut ABC concept has been determined. For the purpose 

of this analysis a point estimate of the mean is needed. 

The point estimate that will be used will be that value 

that has the highest statistical probability of occurring, 

i.e. the value in the centre of the confidence interval. 

Naturally, this value equals the sample mean previously 

calculated. 

The population mean for the degree of relevance for CMA 

will be equal to the value of one, as previously explained. 

1.2. The hypotheses. 

The nil hypothesis is: The population mean for companies 

that have implemented Plaut Activity eased Costing is equal 

to one. 

H(sub-zero) 1 

The alternate hyp~thesis is: The population mean for 

companies that have implemented Plaut Activity Base4 

Costing is greater than one. 

H(sub-one) : µ > 1 

The significance level that will be used in the test will 

be 99.8. This means there will be a 0.2 % chance that the 

nil hypothesis will be incorrectly rejected. 
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Note that the coding of responses with the mean for CMA 

being equal to 1 and the answer depicting the highest 

possible degree of relevance as 10, means that the standard 

deviation that must be used for CMA is equal to 3. This 

has the effect of tilting the scale slightly in favour of 

CMA in the test for the difference between two means. The 

larger the standard deviation, the bigger the dispersion 

and the more likely then that the mean for Plaut ABC will 

be indicated as not significantly different from the 

population mean for CMA. The population standard deviation 

for the Plaut ABC concept will again be estimated using the 

sample standard deviation. 

The sample size that will be used for CMA in the test will 

be 31, this is the minimum requirement to be able to use 

the standard normal distribution and the z-table. This 

will again tip the scale in favour of CMA in the test, 

since it has the effect of allowing a larger margin of 

error the smaller the sample size. Given the large amount 

of research already done on CMA (Refer to Chapter 8) the 

sample size could, in fact, be much larger. 

Since the sample sizes are bigger than 30 and the 

populations' standard deviations are known, the standard 

normal distribution will be used together with the z­

table. 

7.3 The test for the difference between to means. 

The first step is to calculate the estimated standard error 
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of the difference between the two means. This is done with 

the following formula: 

a(diff. two means) = /((a1/nl)+(a2/n2)} 

In words : The standard error of the difference 

between two means is equal to the square root of 

(the estimate of the standard deviation of 

population 1 divided by sample size 1) plus ( the 

estimate of the population standard deviation for 

population 2 divided by its sample size). 

a(diff. two means) = /((3/31)+(0.6/37)} 

✓10.1 + 0.016} 

J.116 

0.336 

===• 

The z-value for a confidence level of 99.9 %, for a one­

tailed test, is equal to 3.09. Since the nil hypothesis is 

that the difference between the two means is equal to zero, 

the upper limit to be used in the test is calculated as 

follows: 

Opper limit o + (z-value x a(diff. two means)) 

: 0 + (3.09 X 0.336) 

= 1.04 

===• 

Subtracting the two population means we get: 

Actual difference Plaut mean - classic mean 

7a5 - 1 
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6.S 

=• 

a. Findings of the research report. 

The finding of this report is therefore that the Plaut ABC 

concept gives a far greater degree of relevance than CMA. This 

statement is based on the fact that the actual difference between 

the two means, 6.5, falls far outside the upper limit of 1.95, 

calculated for a confidence interval of 99.9 %. Even if one had 

to take a value for Plaut ABC mean relevance much closer to the 

mean of CMA, at a point three standard deviations to the left of 

7.6, the test still proves its superior relevance 

Plaut ABC is indeed a management accounting method that ensures 

relevance today, no need therefore exists to use small personal 

computer solutions of ABC, as part of a process to fully 

integrated software, and no reason suffice to stick to an 

outdated approach like CMA. 

9. Conclusion. 

This concludes the chapter on the findings of the research 

report. In the next chapter a more detailed analysis and 

discussion of the findings will be given. 



Chapter 11 

1. Introduction. 

In this chapter a detailed analysis of the responses received 

from Plaut users will be done. Some demographic information will 

be given in paragraph 2. This will be followed by a detailed 

discussion of the responses received for each parameter for 

relevance. Finally, the advantages and disadvantages of the 

Plaut ABC concept as seen by its current users will be discussed. 

2. Demographic information and validity checks. 

Question 1.1: Which one of the following best describes 

your industry? 

Figure 11. 1 
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Figure 11.1 gives an indication of the types of industries 
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that were involved in this research project. By far the 

largest percentage of respondents were from the capital-

and labour-intensive manufacturing industries. More than 

90 % of respondents are active in industries with some 

degree of capital intensity. Considering the potential for 

alternate cost drivers in such an environment, Plaut ABC 

can be expected to do well when rated for cost allocation. 

- Question 1.2 : Which of the following production 

processes do you have? 

Figure 11.2 
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Figure 11. 2 gives a breakdown of the type of production 

processes in use by the respondents. Production lines is 

the dominant process, almost in the same proportion as for 

capital- and labour-intensive manufacturing in Figure 11.l 
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above. The absence of companies with a medium to small 

jobbing production process came as a surprise. An 

explanation for this could be that medium to small jobbing 

companies are normally not big organisations. Small- to 

medium-sized companies might not be that willing to pay the 

premium price that Plaut ABC costs. 

Question 1.3 : Row many baseline products do you offer in 

the market place? 

Figure 11.3 

Question 1.3 
Hl.Mll!;R OF PRCICIUCTS 

., ~--------------------~ 

Figure 11.3 shows a distribution that indicates the number 

of baseline products manufactured by the respondents. Note 

that because the research project's target population was, 

amongst others, defined as multi-product companies, no 

companies with less than 20 custom products were selected. 
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The highest number of products manufactured by a respondent 

was 60 000. Within this environment the treatment of 

product costing as a separate discipline makes theoretical 

sense, one could therefore expect a relatively high rating 

for the Plaut ABC concept in this regard. 

- Question 1.4 : Wbat costing method does your company use? 

This was a validation question, and no statistical 

information will be presented for it. 

- Question 1.5 : In what year was this costing method 

implemented? 

Figure 11.4 
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., 
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Figure 11. 4 gives an indication of the year of 

implementation of the Plaut ABC concept in the companies 
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from the sample. Note that the sample contains responses 

from companies that implemented the Plaut ABC concept since 

the founding of the Plaut company. Note that the class 

indicating implementations for 1985 to 1991 does not 

signify a drop in the number of implementations, but: 

- This class represents only 6 years, while the other 

classes represent periods of 10 years each. 

- Although implementations of the Plaut ABC concept is 

an ongoing process, only companies with at least 2 

years operational experience were included in the 

population. This effectively reduces the span of 

the last class to 4 years. 

The bar indicating the number of implementations for 1985 

to 1991 does therefore not indicate a reduction in 

implementations. 

Question 1.6: Did you receive special training on bow to 

use this costing method? 

Figure 11.5 shows the responses that were received for this 

question. The 5, % i.e. 1 respondent, that did not receive 

training, is nonsensical and is considered an error. 

- Question 1.7 : How does the overall usal:>ility of your old 

and new costing methods compare? 

Question 1. 7 was intended as a validity check for the 

questionnaire as a whole. Figure 11.6 is a representation 

of the responses for this question. A respondent 1 s answer 

here had to correlate with his overall rating of the Plaut 

ABC concept as measured against all nine the parameters for 
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Figure 11.S 
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Figure 11.6 
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relevance. Coding for Figure 11.6 data was, 'Slightly' = 

4, 'A lot'= 7 and Far better' = 10. This corresponds with 

the range of values in the frequency distribution in Figure 



222 
Figure 11.7 
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11.7. The latter represents the overall relevance of the 

Plaut ABC concept from Chapter 10. No questionnaire had to 

be rejected because of inconsistency between a respondent's 

rating in Question 1,7 and his overall rating for Plaut ABC 

relevance. 

3. Parameter 1: Profitability. 

- Question 2.1 : What was the effect of your current 

costing method's implementation on your company's 

profitability? 

Figure 11.8 gives an indication of the answers that were 

marked. Only one respondent saw a decrease in 

profitability. By far the majority of respondents saw an 

increase in profitability, in fact 6 % experienced a 

drastic increase in profitability. 77 % of Plaut users saw 
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Figure 11.8 
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an increase in profitability which they attribute to the 

introduction of their management accounting system. Those 

respondents that marked the option 'Unknown• were without 

fail companies that had implemented Plaut ABC JO or more 

years ago. The lack of historic information for periods 

that far back seems a plausible explanation. 

- Question 2.2 : Bow long after implementation did 

profitability change? 

Question 2. 2 determined the time frame needed for 

profitability to change. Almost 65 % of respondents, who 

saw a change in profitability, reported the change within 

l to 2 years after implementing the Plaut ABC concept. 

(Refer to Figure 11.9). There are two possible 

explanations for this: 

- The companies need to spend a year or two with the 
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Figure 11.9 
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system to become totally at home with it and thus 

derive benefit from it. 

- The benefits relating to profitability to be had 

from Plaut ABC are related to more medium-term 

strategic issues such as 'make-buy' of services or 

the discontinuance and introduction of old and new 

products respectively. 

For the moment this issue will be left unanswered until the 

individual areas, 'make-buy' and product management, are 

discussed below. The discussion of advantages and 

disadvantages of the concept should also shed some light on 

this issue. 

- Question 2.3 : A company that for the past ten years 

showed poor profitability and had return on investment 

below industry average, decides to implement your costing 
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Figure 11.10 
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method for the first time. Their predicament is largely 

due to internal inefficiencies and inadequate control. 

Given that external factors do not cause inordinate rises 

in profits, what do you think would be the reSult of such 

an implementation on this company's profitability? 

Question 2.3 was included to test respondents• meanings on 

the effect, of implementing Plaut ABC, on profitability in 

a given instance. The case presented, highlighted internal 

problems. The responses received on this question is 

represented by the frequency distribution in Figure 11.10. 

It is interesting to note that the respondent who saw an 

actual decrease in his profitability in Question 2.1 

indicated a different answer here in Question 2.3. This 

respondent did in fact indicate in this instance that the 

company's profitability would increase slightly. In 

Question 2. 3 the number of I Unknown 1 and I Won't change' 
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answers are significantly less than in Question 2.1. 

Question 2.3 was formulated in such a way that it contained 

two shortcomings of CMA. From the responses one can 

conclude that a switch from CHA to Plaut ABC will almost 

This surely result in an increase in profitability. 

statement is underscored if a comparison is made of the 

similarity between the answers to Question 2 .1 (Figure 

11.8) and Figure 11.10 here. 

Question 2.4 : Wby did you mark the answer which you did 

Question 2.3 above? 

Figure 11.11 
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Question 2.4 was an open question that allowed respondents 

to motivate their answer given in Question 2. 3. The 
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responses received, are graphically represented in Figure 

11.11. Note the following about the reasons given as to 

why profitability will increase: 

- The answers here reiterates what has been said above 

about the actual time frame involved for 

profitability to change. The four main reasons are 

all issues that can only be addressed effectively in 

the time frame of 1 to 2 years. 

- Improved cost control on cost centres and products 

again highlight the issues of internal 

inefficiencies and inadequate control. 

- There is not really an overtly dominant reason 

emerging. This is indicative of the wide scope that 

Plaut ABC theory covers. Note that all three the 

main-line theoretical disciplines are represented in 

the top three reasons, namely contribution margin 

management(Chapter 5), cost centre 

accounting(Chapter 3) and product costing(Chapter 4) 

- in that order. 

Product mix management is an interesting case. 

Within a multi-product environment classic 

management accounting has been heavily criticised 

for its inaccurate product costs. Product mix 

management, ranked fourth, is indicative of this 

and of the actual experience of respondents in that 

they themselves had to cut products previously 

thought to be profitable under CMA. 

- Transparency refers to the clarity of information 

and the understanding of its implications. 
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In conclusion then on the parameter of profitability. From the 

above information it is evident that the Plaut ABC concept has 

a profound and positive impact on a company 1 s profitability. 

This statement must be seen against the following background. 

All the companies were previous users of the CMA approach, any 

increase in profitability experienced by the respondents is 

indicative of the superiority of the Plaut ABC concept. 

It can also be said that Plaut ABC effectively addresses a whole 

spectrum of issues to improve profitability. It is therefore not 

'a-fix-one-problem• approach to improved profitability. This 

fact will stand it in good stead amongst any of the other options 

available in the market or being promulgated today. 

4. Parameter 2 : Timeliness. 

4.1. Introduction. 

Timeliness is the one parameter for relevance, of the nine, 

that includes the influence of the mainframe software. 

Figure 11.12 gives an indication of the software in use 

with respondents. As stated in a previous chapter, some of 

the older Plaut software is still of a batch-processing 

nature. It is expected, and the software products are also 

sold stating this, that an integrated real-time on-line 

software package will give a higher degree of relevance 

than a batch-processing package. 

For the overall analysis of Plaut ABC relevance, no 

distinction was made between these two types of packages, 
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due to the fact that timeliness was the only parameter 

where the software really had a major influence. 

Figure 11.12 
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For the purpose of the analysis in this section, however, 

the on-line systems and the batch-processing systems will 

be separated. This will be done to determine the value of 

having an on-line integrated software package. Such an 

analysis will also be indicative of the maximum level of 

relevance one could expect from a PC approach to ABC. The 

degree of relevance obtainable through a PC should in fact 

be lower than that for mainframe batch-processing software, 

for the following reasons: 

- A PC will be a parallel system that will also have 

to be updated in batch. 

- A PC's inferior computing power. 
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- The lack of capacity to facilitate a comprehensive 

approach like Plaut ABC. 

The discussion will commence with the on-line system and 

the information received on all the questions for the 

parameter of timeliness. This will be followed by a 

discussion of the responses received from batch operators. 

For the purposes of this analysis, respondents with on-line 

systems, which processed more than 50 % of costs in batch, 

were considered as batch-system operators. 

4.2. on-line systems. 

- Question 3.la (on-line) : How many days after the end of 

a month, are formal cost centre reports available? 

Figure 11.13 
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Figure 11.13 shows the graph for Question 3.la, indicating 
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the days needed to produce formal reports for cost centres 

with an on-line system. Just over 60 % of on-line users 

are able to produce reports in 15 days or less. 

- Question 3.lb (on-line) : Bow many calendar days after 

the end of the month are formal product reports 

available? 

Figure 11.14 
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Figure 11.14 gives the days taken to produce formal product 

cost reports for an on-line system. More than 70 % of 

respondents produce formal product reports within 15 days 

of period closing. The information from Figures 11.13 and 

11.14, at first glance, reveals unsatisfactory figures. 

One on-line operator took as many as 45 days, after month-

end, to produce formal reports. Considering a mean of 
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about 15 days for an on-line system, it will be shown below 

that 10 % of pure batch operators manage formal reports 

within 5 days of month-end. 

This phenomenon could be explained by one of two arguments: 

- The concept of a true on-line system and its 

advantages cannot be realised in practice. 

- on-line system users put much less of a premium on 

formal reports because of the system's on-line real­

time capability. 

To prove that the latter argument applies, one has to 

consider the responses received for Question 3.5. 

- Question 3.5: Does your company use the on-line facility 

Figure 11.15 

Quest.ion 3.5 
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for cost centre and/or product reports and control? 

Figure 11. 15 indicates the extent to which the on-line 

facility is used for cost control on a day-to-day basis. 

43 % of users use the on-.line facility for both products 

and cost centres while 87 % use it for one or both of 

these. This is relatively high and sheds some light on the 

times taken to produce formal reports. Three respondents 

had indicated that they do not issue formal period closing 

reports to cost centres and 7 indicated this for products. 

In these instances the on-line facility is considered 

sufficient. Companies that are using the on-line facility 

are therefore less anxious to quickly produce formal 

closing reports. 

Figure 11.16 
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If one now reconsiders the information given in Figures 

11.13 and 11.14, the control capabilities of an on-line 

system looks noteworthy. Figures 11.16 and 11.17 indicates 

the number of days taken to have information available for 

control purposes. The information for these distributions 

was arrived at by recoding the formal report days from 

Question 3,1 with zero if a company indicated that it used 

the on-line facility for reporting and control. In these 

two figures the time taken to have information available is 

a big improvement on that shown in Figures 11.13 and 11.14. 

Question 3.4 : Wbat percentage of total monthly costs is 

batch-processed at month-end? 

Figure 11.17 
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Figure llal8 
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Figure 11.18 gives an indication to what extent SAP users 

have been able to capture the full advantage of an on-line 

real-time system. This is an important consideration, 

since control with an on-line system is dependent on the 

amount of costs immediately available. Only 15 % of users 

were able to gain the full benefit from the system. 57 % 

of users have less than 25 % of cost that must be processed 

in batch. It is important to note that batch processing 

mainly effects cost centre information. This is due to the 

fact that standard rates are booked of to the products 

times actual activity quantity. This also explains the 

relatively shorter periods taken to have information 

available for product cost control compared to cost centre 

information, as can be seen from Figures 11.16 and 11.17. 
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- Question 3.6 : At what intervals do you report on 

critical success factors? 

Figure 11.19 
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The last detail that was tested for, for the parameter of 

timeliness, was that of the reporting frequency on critical 

success factors. This can be seen in Figure 11.19. 

Although the on-line facility is used, almost 60 % of 

companies still only report on a monthly basis. This could 

be explained by the information from Figure 11.18 in that 

the bigger the percentage of cost not available on-line, 

the less likely it is that the information will be used for 

reports on critical factors. The on-line facility 

therefore has a limited advantage in reporting on critical 

success factors, given the current level of full 

integration. 
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Finally, Figure 11. 20 shows a frequency distribution for 

the relevance of the Plaut ABC concept, for the parameter 

Figure 11.20 
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of timeliness, using a real-time on-line software package. 

The distribution has a mean of 6.1 and a standard deviation 

of 2.6. This compares favourably with the distribution in 

Figure 10.3 for Plaut overall relevance (batch and on-line) 

on timeliness. 

4.3. Batch-processing systems. 

Question J.la (batch) : Row many days after the end of 

a month, are formal cost centre reports available? 

Figure 11.21 shows the days taken to produce formal cost 

centre reports using a batch system. About 75 % of users 
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Figure 11.21 
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produce reports in 15 days or less. This is higher than 

for the users of the on-line system, which proves again the 

argument put forward above that the users of the on-line 

system is less anxious to produce formal month closing 

reports. Note that all batch operators produce reports 

within 20 days, while this is not the case with on-line 

users (Figure 11.13). 

- Question J.lb (batch) : How many calendar days after 

the end of the month are form.al product reports 

available? 

The days needed to produce formal product reports are shown 

in Figure 11. 22. Here 72 % of users are able to produce 

product reports in 15 days or less. This compares 

favourably with the same percentage for on-line users. If 

one, however, compares Figures 11.16 and 11.17 with 11.21 
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Figure 11.22 
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and 11.22 it is evident that the on-line system gives 

superior control capabilities. 

- Questions 3.2 and 3.6. 

Question 3. 2 served as a validity check on the type of 

software in use. For Question 3.6 , reporting on critical 

success factors, users of batch-processing software all 

indicated that they report on critical success factor on a 

monthly basis. 

Figure 11.23 shows the overall relevance for the Plaut ABC 

method, for the parameter of timeliness, using a batch­

processing software package. This distribution has a mean 

of 3.5 and a standard deviation of 3.0. 
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4.4. Is there any advantage in having an on-line system? 

The comparative standard normal distributions for the 

Figure 11.24 
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parameter of timeliness, in Figure 11.24, seems to indicate 

that there is. A test for the difference between two means 

gives the following result: 

- At the 99.8 % confidence level it can be stated that 

the mean for batch-processing systems is 

significantly less than that for on-line systems. 

The standard error of the difference between two means were 

calculated as 1,89, while the actual difference between the 

two means are (6.1 - 3.5) 2.6. 

The question now is this, what is the impact of the type of 

Figure 11.2s 
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software on the overall relevance of the management 

accounting method for an organisation. Figure 11.25 gives 

an indication of the overall relevance obtainable from 
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batch-processing systems; this distribution has a mean of 

7.4 and a standard deviation of 0.5. Figure 11. 26 gives 

the same information for on-line systems; the distribution 

has a mean of 7.7 and a standard deviation of 0.7. 

Figure 11.26 
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The standard normal distributions for the overall relevance 

of batch and on-line systems can be seen in Figure 11.27. 

A test for the difference between two means will again shed 

some light on how the overall relevance of on-line systems 

compared to that for batch-processing systems. In this 

instance it can only be stated at the 87. 5 % confidence 

level that a difference does exist between the two means. 

One must therefore conclude that there is real gain in 

overall relevance obtainable between the options of a batch 

system and an on-line system. A fact that must be kept in 
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Figure 11.27 
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mind as well is that the nine parameters were all given 

equal weights in determining overall relevance. One could 

quite easily place a higher premium on timeliness and 

control, in which case an on-line system might well achieve 

an unassailable overall relevance rating. 

On the subject of a PC approach to ABC, the conclusion is 

that it cannot be considered a plausible approach to 

management accounting, since its relevance will be even 

lower than that of a batch-processing system. This is even 

more important if one considers the move away from batch 

systems. 

In conclusion, it seems that an_on-line system does play a 

significant part in the overall relevance of the Plaut ABC 

concept. But considering that the mean for batch systems 
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is equal to 7.4, still significantly higher than CMA, on­

line systems is not the 'be-all, end-all'. Also note that 

7.4 is lower than the mean, 7.6, for overall relevance of 

Plaut ABC. This says a lot for the Plaut ABC concept 

itself, if the software were left out the mean for overall 

relevance would be even higher. This indicates that Plaut 

ABC is not just another run-of-the-mill approach to 

management accounting, boosted by high-technology software. 

The decided advantage from on-line software for the 

parameter of timeliness could, however, in some 

applications weigh very heavily. 

s. Parameter 3 : cost management. 

- Question 4.1 : You are approached by a company that has 

serious cost problems, high overheads, and managers• 

alibis that cannot be refuted. What would you 

recommend? 

Figure 11.28 contains the responses to Question 4.1. All 

current users of Plaut ABC would recommend it to more or 

lesser degree. This agrees with the responses received 

for Question 1.7 (Figure 11.6), where an overall rating of 

Plaut ABC was determined. 

- Question 4.2 (This was an open question where respondents 

had to indicate which costing method they would recommend 

if they did not recommend Plaut ABC in Question 4.1). 

- Question 4.3 : Bow often do you find that when the 
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Question 4.1 
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product mix produced changes and/or resource input prices 

change, that your costing method fails to provide you 

with accurate information for product cost control? 
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The responses to Question 4.3 appear in Figure 11.29. An 

estimated 80 % of Plaut users 'Very seldom' or 'Never' 

experience product cost control problems. This is 

indicative of a sound approach to product costing and the 

applicability of underlying theory that caters for changes 

in a dynamic environment. 

- Question 4.4 : Bow usable are your standard cost centre 

rates for •make-buy• decisions? 

Figure 11.30 
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Question 4.4 was aimed at determining the usefulness of the 

Plaut ABC concept in 1make-buy 1 decisions. Figure 11.30 

shows the responses marked for this question. More than 90 

% of respondents found the cost rates to be 'Very usable' 

and more than 95 % found it to be 'Occasionally usable' or 
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1 Very usable' . With reference to what was said above in 

the section on profitability, this rating indicates that 

the benefits to be had in increased profitability are 

strongly related to, amongst other things, medium-term 

strategic decisions such as 'make-buy'. 

- Question 4.5: Please rate your costing method as a tool 

to control overhead costs. 

Figure 11.31 
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Finally, Question 4.5 had to determine the effectiveness of 

Plaut ABC as an overhead-control tool. This is an 

important point, due to the unique way in which 

authorisation of overhead costs is arrived at in the Plaut 

ABC concept. Refer again to Chapter 6 on the subject of 

Secondary Indirect cost centres (Non-measurables) and the 
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principle of inverted flexing of the budget. The rating 

given in this question can be seen in Figure 11.31. About 

80 % of Plaut users rate the concept 8 or higher on a scale 

of 1 to 10 while more than 90 % of users rate it with a 7 

or higher on a scale of 1 to 10. This is a very positive 

rating and indicates a high degree of effectiveness as an 

overhead-cost-control tool. This rating corresponds to and 

is confirmed by that for Question 4. 1 (See Figure 11. 28 

above), where overhead costs were also mentioned. 

In conclusion, on the parameter of cost management. Cost 

management is one of the strong points of the Plaut ABC concept. 

This can be seen in the mean rating of 8.1 for this parameter as 

well as the ratings for the individual questions on product cost 

control and cost centre cost control. The decisive fact is, 

however the rating that cost control got as a reason for increase 

in profitability - Figure 11.11. Plaut ABC has superior cost 

control and cost management capabilities if compared to CMA. 

6. Parameter 4 : Reporting emphasis. 

- Question s.1: How are your company's cost accounting and 

financial accounting functions accommodated in your 

organisational structure? 

Remember that this question was included on the assumption 

that a one-department structure will result in less 

relevance due to the influence of financial reporting on 

the management accounting system. Figure 11.32 shows the 

manner in which Plaut users have structured their financial 



249 
Figure 11.32 
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accounting and management accounting functions. The 

proportion 

department 

of 

is 

respondents 

small, this 

that still 

resulted 

has 

in 

only one 

additional 

intricacies in the statistical test for the difference 

between two means. 

Figures 11.33 and 11.34 shows the frequency distributions 

for overall relevance of a 1-department structure and a 2-

department structure respectively. A 1-department 

structure gives a mean overall relevance of 7. 2 and a 

standard deviation of 0.5, while a 2-department structure 

gives a mean relevance of 7.6 and a standard deviation of 

0.6. 

The standard normal distributions can be seen in Figure 

11.35. The sample statistics indicated a higher degree of 
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relevance for an organisational structure that accommodates 

management accounting and financial accounting in separate 

departments. For the population of Plaut users this 
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statement can be made at a confidence level of 85 %. One 

has to conclude therefore that organisational structure and 

the accompanying financial reporting pressures results in 

a reduction in the relevance of the management accounting 

system. 

- Question 5.2: Which of the following best describes the 

information available from your costing system? 

The level of detail available from the Plaut ABC approach 

to management accounting can be seen in Figure 11.36. A 

rating of 'Large amounts' or 'Adequate amounts of detail' 

was indicated by 90 % of respondents. Remember that a 

major criticism of CMA is its lack of detail. The level of 

detail from the Plaut ABC concept can be classified as 

high. 

- Question S.la Please rank the three reports in order of 
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Figure 11.36 

Quest.ion 5.2 

importance for the period o to 6 months. 

Figure 11.37 
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The rankings given can be seen in Figure 11.37. It is 
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quite significant that costing reports have pre-eminence 

over financial reports for the period indicated. This is 

contrary to the situation that prevails in a CMA scenario 

and adds to the higher degree of relevance of Plaut ABC. 

- Question 5.3b: Please rank the three reports in order of 

importance for the period 6 months to 2 years. 

Figure 11.38 
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The rankings for this question can be seen in Figure 11.38. 

The ranking is what could be expected for the period. 

- Question 5.3c: Please rank the three reports in order of 

importance for the period 2 years and more. 

The ranking for Question 5.3c can be seen in Figure 11.39. 

This ranking fits the theoretical model in that strategic 

reports have pre-eminence over the longer period. 
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Question 5.3c 
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The ratings for the three periods were then combined to 

arrive at the overall dominant reporting mode. This is 

graphically represented in Figure 11.40. This figure 
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reveals a few noteworthy characteristics: 

- Plaut users have broken out of the syndromes of 

short-term profit reporting, refer also Figure 11.37 

above. For the management of profit, contribution 

margin management reports from the costing system 

are used, refer Figure 11.11 for the first reason 

given there for an increase in profitability. 

- Strategic reports are also ranked higher than 

financial reports. This is actually surprising, but 

could partly be explained by the importance of 

strategic reports in a multi-product environment. 

- Plaut users reveal a far more balanced reporting 

approach than that currently prevailing in 

international commerce. The shift is towards more 

control-oriented, and analytically susceptible 

reports with information of higher decision 

relevance from the management accounting system. 

- Question 5.4a: To what extent is your costing method 

instrumental in helping you manage your dominant 

reporting mode - financial. 

Figure 11.41 indicates the helpfulness of the management 

accounting method in managing the dominant financial 

reporting mode. This is a relatively high rating, but it 

does make sense in a partially integrated environment. It 

is interesting to note that financial reporting rely 

heavily on the management accounting system. 

- Question 5.4b: To what extent is your costing method 
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Question 5.4a 
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instrumental in helping you manage your aominant 

reporting moae - costing. 

Figure 11.42 
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The rating for question 5.4b can be seen in Figure 11.42. 
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A rating this positive was expected for a management 

accounting system for management accounting. 

- Question 5.4c : To what extent is your costing method 

instrumental in helping you manage your dominant 

reporting mode - strategic. 

Figure 11.43 
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If one considers the other ratings that strategic issues 

got, this rating is actually low - Figure 11.43. As stated 

earlier, it seems that the sample of Plaut users place 

quite a premium on strategic reports due to their multi­

product nature. 

In conclusion, on the parameter of reporting emphasis, Question 

5.3 affords the opportunity of determining what effects a 

dominant financial reporting mode has on the relevance of the 
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management accounting method. The overall relevance of companies 

with a dominant financial reporting mode is graphically 

represented in Figure 11.44. The distribution has a mean of 7.1 
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and a standard deviation of 0.6. The overall relevance 

distribution for companies with a balanced reporting practice is 

given in Figure 11.45. The distribution here has a mean of 7.8 

and a standard deviation of 0.6. 

The standard normal distributions appear in Figure 11.46. The 

test for the difference between two means reveal the following: 

Figure 11.46 
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- It can be stated at the 98.8 % confidence level that the 

two means differ significantly. 

A dominant financial reporting emphasis in a company 

therefore has a negative influence on the degree of 

relevance of the management accounting system. 

In conclusion on the parameter of reporting emphasis. On the 
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whole Plaut ABC has managed to recapture lost ground as far as 

reporting is concerned. To illustrate the positive effect of a 

balanced reporting approach, the role of contribution margin 

management reports, mentioned earlier, in increasing 

profitability should suffice. 

7. Parameters: Decision relevance. 

Figure 11.47 
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- Question 6.1: Which one of the following do you consider 

an important characteristic of your current costing 

method? 

Question 6. l were intended to determine the Plaut ABC 

users' views, of how they see the decision orientation and 

focus of the system. This must be seen against the 

background of one of the requirements for a management 



261 

accounting system, namely to engender a proactive and 

future-oriented focus in a company's decision making. The 

responses received for this question can be seen in Figure 

11. 4 7. 

Of total Plaut ABC users, 90 % consider the approach as 

future oriented. This is sufficient to establish the 

advantage of the Plaut ABC concept in this regard. 

- Question 6.2 : Rate your costing method in so far as it 

helps you identify problem areas in your organisation. 

Figure 11.48 
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Figure 11.48 indicates the responses that were received on 

this question on a rating of 1 to 10. More than 80 % of 

respondents rated Plaut ABC with an 8 or higher, and all, 
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i.e. 100 % rated it with a rating of 7 or higher. This 

establishes the Plaut ABC concept as an excellent tool for 

problem identification in an organisation. 

- Question 6.3 : How do you rate the information from your 

costing method that you must use to make decisions on 

products and customers? 

Figure 11.49 

Question 6.3 
RUING THE INFOAW,TlON FJO,I llE C05lltG o.<S"H«JD l'OA ... ~ltG DECISIONS OH PAOO.CTS A"1:I CUSTCWERS "~-----'-'----------------

" 

" • 
' w 

i ,, 

• 
" " 0 

~ 

' " • • " 
, 

' ' 
, 

' • , 
RATI/G (1 ~ l011 !, 10 g NIGH) 

Figure 11. 49 indicates that more than BO % of Plaut ABC 

users rate the method as an 8 or higher for decision making 

on products and customers. This rating agrees with some of 

the major reasons given for increased profitability, namely 

product mix management and contribution margin management. 

This rating will be verified by that for Question 9.2 where 

the trust in product cost information is addressed. 
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Figure 11.50 
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- Question 6.4 : How 4ifficult is it to track the impact of 

4ecisions previously taken, through your costing metho4? 

For example, aecisions such as: buying a new asset, 

changing a 4istribution channel, or more training of 

personnel. 

In the final question, for this parameter, a rating of a or 

higher was assigned by 65 % of respondents and a rating of 

7 or higher by more than 80 % of respondents. Refer Figure 

11.50. This rating highlight the following: 

- Decisions can be tracked and corrective action taken 

if mistakes were made or if circumstance changes. 

- Proactive management of current and past issues not 

yet resolved are facilitated. 

In conclusion, on the Parameter of decision relevance. This 

parameter received the highest rating of all the parameters, its 
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normal distribution had a mean of 8.4, out of a possible 10. A 

factor that is closely linked to decision relevance is, 

transparency of information, one of the reasons given for 

increased profitability. It can therefore be said that, apart 

from supplying decision relevant information, the consequences 

and possible effects of decisions, when using the information, 

are to a large extent clear from the outset. One must therefore 

conclude that the Plaut ABC concept gives an extraordinary degree 

of relevance and practical applicability. 

e. Parameter 6: operational planning and control. 

Question 7.1 : Do you consider the non financial 

(unitary) information, such as activities, capacity 

utilisation, standard hours per product, etc, supplied by 

Figure 11.s1 
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your costing system to be ... 

Figure 11.51 gives an indication of the responses that were 

received for Question 7.1. 

Ratings of 'Very good' and 1 Excellent 1 were given by 65 % 

of the Plaut ABC users and a rating of 'Sufficient' or 

higher was given by 90 % of respondents. Question 7.1 and 

Question 5.2 are closely linked since the level of detail 

measured in the latter question is determined by the amount 

of unitary information supplied by the system. A glance at 

the figure for Question 5.2 above, will confirm the 

relatively similar rating for that question compared to 

Question 7.1. A lack of detail has been a major criticism 

of CMA. Given this relatively high rating, one would 

expect an overall rating for operational planning and 

control that is also quite high. 

- Question 7.2 : Who are responsible for determining 

standard cost rates in your company? 

Question 7.2 was intended to determine whether cost centre 

managers could be held responsible for variations between 

the planned cost rates for their cost centres and the 

actual cost rates. The rationale being that only if a 

person does his own budget can he be held responsible for 

it. The responses to this question in Figure 11. 52 

highlight the following detail. In 90 % of companies cost 

centre managers are involved in determining the rates for 

their cost centres. In 85 % of instances are the cost 

centre managers and the cost accountants involved in 
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determining cost centre rates. In 95 % of companies the 

cost accountants are involved in determining or helping to 

determine cost rates. 

interesting facts: 

This last point highlight two 

- A high degree of management accountants' involvement 

at lower levels of management during planning. The 

non involvement of accountants in CMA has been 

mentioned as a major drawback. 

- The involvement of management accountants to such a 

large degree signifies the need for expertise due to 

.the complexity of the concept. 

The involvement of lower levels of management is however 

sufficiently high. 

- Question 7.3 : Are your cost rates of use in gauging 

efficiencies, i.e. •are people doing their jobs right 1 ? 
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Figure 11.53 

Quest. ion 7. 3 
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USELESS 

This implies the expression of efficiency parameters in 

monetary terms as well as using the unitary information 

that was measured in Question 7.1. Figure 11.53 shows the 

answers that were received for this question. Close on a 

100 % of users, considers standard costs as 'Very useful' 

or 1 Fairly useful 1 in gauging efficiencies i.e. are people 

doing their jobs right. This confirms the suggestion put 

forth under Question 7.1, that a high degree of relevance 

could be expected for operational planning and control. 

- Question 7.4 : Please rate your monthly cost reports as 

a tool for performance measurement of line management. 

Figure 11. 54 indicates the rating on a scale of 1 to 10 

assigned, by respondents, to the Plaut ABC method as a 

performance-measurement tool. A rating of 8 or higher was 
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Figure 11.54 

Question 7. 4 
R.o.TllG u;JNTHLY COST REPORTS •S "- TOOL FOR PERA)IM>.M;E UE"-SIJRO.<ENT OF LINE ...._No\Ga,Elfl" 

" 
" 
" • 

' I ~ 

w 
~ ~ 

~ 

' " w 

~ 
" 
, 

' , • , 
' ' ' 

, 
" 

RA.TIIG (1 • t.OW & 1D • HIGH) 

assigned by 70 % of respondents and a rating of 7 or higher 

by over 90 % of companies. This is again a very high 

rating and confirms the superiority of the Plaut ABC 

concept in operational planning and control. This rating 

agrees with the fact that cost centre cost management also 

rated high as a reason for improved profitability. 

- Question 7.5 : To what extend are lower management held 

accountable for volume/efficiency variances in your 

organisation? 

The last question in this section on operational planning 

and control, Question 7. 5, measured the actual level of 

accountability of line management. This goes hand in hand 

with Question 7. 2 above, where responsibility was tested 

for. A high degree of accountability is practised by 70 % 

of companies. It does, however, seem that the degree of 
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Figure 11.55 
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accountability is lower than the level of responsibility 

indicated by Question 7.2 above. Accountability is, 

however, still high (Figure 11.55) and confirms a high 

degree of decentralised operational responsibility, a 

characteristic that enhances decentralised decision making 

and quick reaction to changes in circumstances at the coal­

face. 

In conclusion, the level of operational planning and control 

supplied by the Plaut ABC concept is high, this stands in stark 

contrast to the current market standard in this field. Two 

reasons can be given for this: 

- The high level of unitary information. 

The level of involvement of both line management and 

management accountants. 
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9. Parameter 7 : Management planning and control. 

- Question 8.1: To what extend are product and sales 

management held accountable for mix and price variances? 

Figure 11.56 
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The first detail that was tested for was that of 

accountability. Figure 11. 56 shows the distribution of 

responses between the four possible options. In about 68 

% of companies managers are held accountable at all times 

for variances. About 85 % of companies had a high level of 

accountability. It is interesting to note that the 

accountability here is higher than the rating that were 

given for line management. The most likely explanation for 

this is probably the machine culture that prevails in so 

many capital- and capital-and-labour intensive 

manufacturing companies, resulting in a lot of emphasis 

being placed on production and through-put. 
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The level of control is still high. This question also 

brings into play the concept of product costing and control 

in this discipline. 

a very high level. 

Product cost control is similarly on 

- Question 8.2 : Bow good is your costing method in helping 

managers identify potential problems? 

Figure 11.57 
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Question 8.2 has, apart from its application in management 

planning and control, also a place in parameter 5 

Decision relevance. Figure 11.57 gives the rating of Plaut 

users for the management accounting method in helping 

managers identifying potential problems. A rating of 8 or 

higher was given by 55 % of companies and a rating of 7 or 

higher was given by just over 80 % of companies. This 

rating re-iterates the findings for decision relevance 
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that of facilitating proactive 

management. 

Question 8.3 : As a management control instrument, how 

well does your costing system adapt to changes in the 

external environment? For example, changes such as: an 

economic upswing, causing a rise in sales volumes; or a 

drop in competitors• prices, causing a decrease in your 

sales volume; or an increase in inflation, causing rises 

in input costs. 

Figure 11.sa 
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The next detail that was tested, was that of the Plaut ABC 

method as an instrument for management control within a 

dynamic environment, i.e. within an environment where 

uncontrollable external factors nullify basic assumptions 
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and planning parameters. A rating of a or higher was 

assigned by 82 % of companies. See Figure 11. 58. This 

indicates that it is a very good management control 

instrument, note that the software has a major part to play 

here. Refer the next question in this regard. 

- Question 8.4 : How long does it take for the adaption 

mentioned in Question 8.3 to take place? 

Figure 11. 59 
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Question 8.4 was of a qualifying nature in that respondents 

had to indicate how long it took the system to adapt to 

changes in the external environment. About 54 % of 

respondents felt that the adaptation would have taken place 

within a matter of days. The information in Figure 11.59 

seems erratic, but it must be kept in mind that the type of 

software package in use ( on-line real-time or batch 
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actually results in two classes of companies here. The two 

distributions can be seen Figure 11.59. The adaptability 

of an on-line real-time system obviously makes for a better 

control instrument. 

- Question 8.5 : Bow difficult is it to express your 

strategic plan in the financial and non-financial 

variables of your costing method, if you wanted to 

monitor the success with which your company•s strategies 

are being implemented? 

Figure 11. 60 

Question 8.5 
HIE EASE WITH •>IICH THE STRA.TEGIC PLAN 1$ EX?RESSl:O IN THE ~,Ull48lES OF THE COSTII(; S'rSTO., 

" 

" 
" ,, 

" 

" 

0 
RA.THEil 011'~1CULT 

IT DOES TAO: SCME DOl!G 
THE OE:GREE 01' EASE 

In recent years, the ability of a management accounting 

system to accommodate an organisation's strategic plan in 

financial and non-financial variables, has been emphasised 

increasingly. This ability would enable top management to 

monitor the success of strategy implementation and the 
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achievement of strategic goals. Companies rated the Plaut 

ABC method as follows: 63 % of companies felt that the 

strategic plan could be expressed in the management 

accounting system variables without much difficulty. An 

additional 25 % felt that it could be done, but only with 

a certain amount of difficulty - Figure 11. 60. This 

rating, although high, is not of the same magnitude of 

relevance as the general rating of Plaut ABC. This fact is 

also evident in Figure 11.43. It seems that with regard to 

strategic issues the following apply: 

- The Plaut ABC concept does not lend itself as well 

to the area of strategic management as it does to 

other areas of application in an organisation. This 

statement specifically implicates the software, and 

not so much the concept itself (Refer Figure 11.43). 

- Users are not totally au fait with using the 

management accounting system for strategic purposes, 

or are not able to embody the variables that they 

want to manage in a concrete manner in the 

software. 

Having said this, the rating for Plaut ABC is still far 

higher than that for CMA in this regard. 

-Questions 8.6 and 8.7: Please rate your costing method's 

effectiveness in measuring revenue centres/ profit 

centres. 

The last two points of detail that were tested for in 

regard to management planning and control is that of 

revenue centres and profit centres. This by nature implies 
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Figure 11.61 

Question 8.6 

llATIIG (1 • Lo.' e, 10 a HIGH) 

Figure 11.62 

Question 8.7 
llATl>G Tl-<E "LAllT AllC COICEPT FOR WEA.SURING ?.>CFiT CENTRES "~------------------------~ 

" 

" 

AATIIG (1 • Lo.' & 10 • HIGH) 

the measuring of higher levels of management. Also note 

that this involves both planning and control, since 

contribution margin management (Chapter 5) requires the 
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planning of both income and profits. The responses that 

were received from companies in rating Plaut ABC for 

measuring revenue and profit centres are given in Figure 

11.61 and Figure 11.62 respectively. The effectiveness in 

measuring revenue centres was rated 8 or higher by just 

over 80 % of respondents and as 7 or higher by about 90 % 

of respondents. The effectiveness in measuring profit 

centres was rated 8 or higher by 85 % of companies and 7 or 

higher by over 90 % of companies. Plaut ABC there lends 

itself very well to the measuring of revenue and profit 

centres. 

In conclusion it can be said, as for operational planning and 

control, Plaut ABC gets a similarly high rating for its relevance 

on management planning and control. Although the software plays 

a part here, those questions addressing the concept itself also 

got very high ratings (Questions 8.1, 8.2, 8.6 and 8.7). 

10. Parameter e: Short run product management. 

- Question 9.1 : Do you use marginal costing/contribution 

information for short run product decisions? 

As motivated in Chapter a, this has got some significance 

especially in the matter of product cost. As can be seen 

from Figure 11.63, almost 80 % of companies use marginal 

information 'Almost always' or 'Often•. If one had to 

bring this in line with the information on profitability it 

makes for very interesting facts. A large amount of 

caution is normally propagated with marginal information as 
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Figure 11. 63 

Quest ion 9 .1 
'°~ OFTEN IS .... RJ, .... L INFO<M,t,TION useo~ ., ~--------------------~ 

" 
" 
,, 

I " 

" 
' 
' 

TII.ES 
AESPO>ISES 

well as enough mistrust to raise some eye-brows whenever it 

is mentioned. Here it indicates the contrary, not that the 

assumption is now made that the increase in profitability 

is solely attributable to the use of marginal information. 

But keep in mind that some of the sample firms have had 

Plaut ABC for over a decade and although marginal 

information has a prominent place in these companies there 

has been no ill effects on profitability. 

- Question 9.2 : Does your costing method produce product 

costs that are ... 

Question 9.2 ties in closely with Question 9.1. The 

rationale being that only if product costing information is 

trusted will marginal information be used with 

effectiveness. The degree of trust in product cost 

information is reflected by the frequency distribution in 
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Figure 11.64 

Question 9.2 
THE Pl.AIJl ABC CONCEPTS PIOJUCT (X)STS ARE. 

,O~----'-"-'-----------------, 

i 

Figure 11.64. A rating of 'Generally trusted 1 or 'Trusted 

and widely used' was marked by 95 % of respondents. This 

indicates a very high level of trust in the information. 

In this regard the situation is just the opposite of what 

prevails in a CHA environment. 

- Question 9.3 : Bow effectively are you able, with the 

use of costing information, to monitor a products actual 

cost through the year? 

Figure 11.65 shows the distribution of the responses that 

were received for the four possibilities in this question. 

About 80 % of respondents felt that a product's actual cost 

could be monitored with some degree of effectiveness. This 

question is an indication of the advantage of treating 

product costing as a separate discipline 
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Figure 11.65 

Question 9.3 
T>E EFFECTIVE>IESS .-1n1 -,,ICH., l>RD..ICTS .,CTl-"'l COSTS C.,H BE IAJNITOSIED ,O~--------------------~ 

• 

I 

- Question 9.4 : Bow often does it happen that changes 

in: your product•s selling price and product mix sold, 

leave you with no idea as to what your actual total 

contribution margin should have been for a specific 

period? 

Figure 11.66 shows that 98 % of respondents felt that such 

changes 'Seldom' or I Never' caused an uncertainty as to 

what the actual contribution margin should have been. This 

rating implies excellent product profit contribution 

management capabilities. This is confirmed by the fact 

that contribution margin management was listed as the main 

reason for profitability increasing. (Figure 11.11). 

With regards to short run product management, this parameter has 

one of the higher ratings for relevance amongst the parameters. 

This is a major improvement over the current CMA practice where 
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Figure 11.66 

Quest.ion 9.4 
1-0IO' OFTEN~ PR:IBLEMS EX?ERIE~EO IN -HAGING COKTRIBUTICI< -RGINS? 

w 

l'ROSLEMS IXCVR 

product costing comes in last. The superiority of Plaut ABC in 

this regard must surely be attributed to the treatment of this 

subject as a separate discipline. 

11. Parameter 9 : Long run product management. 

- Question 10.1: To what extent are product costs 

considered during strategic business decisions? 

Figure 11.67 shows how respondents marked the four options 

to Question 10.1. 85 % of companies consider the 

information on product cost 'Fairly accurate and good 

guidelines' or 'Accurate and relevant' . These responses 

confirm what has been said under Question 8. 5 above. 

Namely, that the Plaut ABC concept itself, when the 

software is not in play, does get high ratings on strategic 

issues. This is specifically true of the information that 
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Figure 11. 67 

Question 10.1 
THE CONSIOEll,O,.Tl()H 06' ~l COSTS DUl11PG STAAlECIC BUSU<ESS OEC1$JO,,S 
~ 

" 

is available. 

IOEREO CCINSIOEREO AS 
50,Ellt.ES USEO AS GUIDELINES 

COST !N~llC)N, 

- Question 10.2 : When you have to decide on the 

introduction of a new product or the discontinuance of an 

old product, do you find your costing method's 

information ... 

Figure 11. 68 reflects the responses received. 100 % of 

respondents found the information either 'Very helpful' or 

'Often helpful' . This confirms the statement just made, 

above, on information for strategic use. 

- Question 10.3 : Rate your costing method as an instrument 

for helping you compare actual product sales growth with 

planned product sales growth. 

The monitoring of strategic goal achievement was the 

subject here, but in this instance specifically related to 
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Figure 11.68 

Question 10.2 
HELPFU..HESS Of' COSTIHJ S"r"STEIJ INFo<Mo.llON l'OA DECISIONS ON -..ct INlllQOUCTION A>III DISCONltNI.WiCE 

00 

" 

" 

' SOl,<El I IJE HELPFUL 
OFTEN 1-ELl>FUL O~lEN USELESS 

DECREE OF HELPFULNESS 

Figure 11.69 

• 

Question 10.3 
RATtHJ THE COSTING SYSlEIJ FOR COM?ARtNG PLANNED SALES ='flH '111TH ACTUAL S,.,LES ~H 

" ,. 

" 

" 
" 
" 
" 

" 
" 
' 
' 

' ,~--------
' ' • ' ' 

, 
' ' " 

products. Note that it also has an element of management 

control. Figure 11.69 shows the rating of respondents on 

a scale of 1 to 10. A rating of 8 or higher was given by 
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53 % of respondents and a rating of 7 or higher by 78 % of 

respondents. This rating reveals similar trends to those 

given in Questions 8.5 and 5.4c. What was said there about 

information of a strategic nature also applies here. 

- Question 10.4 : Please rate your costing method for its 

overall relevance to your company. 

Figure 11.70 

Question 10.4 

I 

,L ___ _ , 
' 

, 
' ' ' ' 

RATIIG (1 •LOW!, 10 • HIGH) 

Figure 11.70 shows again the ratings on a scale of 1 to 10. 

About 75 % of companies rated the overall strategic value 

with an a or higher and 90 % of companies rated it with a 

7 or higher. This is high rating and seems correct if one 

considered the fact that this question did not really imply 

the software. 



285 

12. Advantages and disadvantages of the Plaut ABC concept. 

Question 11.1 : Advantages of the Plaut ABC concept as 

experienced by its users. 

Figure 11. 71 

Quest ion 11.1 
.. OV.UllAGES O~ THE "I.AUT AOC CONCEPT ,, ~----='-------""--'----"-....:..-'-...:.:...:.:...:.: ________ ~ 

" " " " 
" " " 
" " " " ' ' , 
' , 
• 
' , 
0 

The bar chart in Figure 11.71 is very much the same as the 

one for the reasons given for profitability increases. The 

only significant factor here is the number of users that 

consider the on-line integrated system an advantage. 

Transparency and flexibility are also two new factors. The 

category 'Other' included reasons like, latest theory, good 

MIS and simulation. It is interesting to note that there 

is not really an overtly dominant advantage, advantages are 

spread over a range of subjects. This is indicative of the 

comprehensive approach to management accounting taken by 

the Plaut organisation. 
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- Question 11.2 : Disadvantages of the Plaut ABC concept as 

experienced by its users. 

Figure 11. 7 2 

" 
" 

, 
0 

Question 11.2 
OISACIVAl<fAGES CF ll-E Pl,._UT ABC CO>tCEPT 

Figure 11.72 shows the major disadvantages. In agreement 

with the advantages, the biggest disadvantage is given as 

batch processing, by those users that utilise this type of 

system. About 60 % of the disadvantages can be grouped 

under the heading - 'Software'. These are: batch, not 

fully integrated, acquisition cost and other. Notably the 

first two will be less significant to new clients since 

batch systems have been discontinued. Two interesting 

disadvantages given is that of 'Too much detail' and 

1 Complexity 1 • The latter was already preempted during the 

analysis, at the time that the high degree of involvement 

of management accountants were discussed (Question 7.2). 

'Too much detail' could not really be considered a 
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disadvantage, since it is really up to individual 

organisations as to the level of detail they implement and 

maintain. A company also determines the exposure of 

different levels of management to available detail. The 

category 'Other' included reasons like, not user friendly 

software, lacking of strategic-operational link, the ABC 

concept to be more developed in the company and simulation 

lacking (the older Plaut software users). 

13. conclusion. 

To reiterate the finding of this research report : Plaut 

ABC gives an unequivocally high degree of relevance in 

today's management accounting domain. 



Chapter 12 

The aim of this report was to prove the superior relevance of 

Plaut ABC, this aim has been achieved. 

summarised as follows: 

The findings can be 

Plaut ABC gives a superior degree of overall relevance to 

its practitioner as a management accounting method. 

- Plaut ABC have a profound and positive effect on a user's 

profitability. 

- On all nine parameters for relevance the Plaut ABC 

concept were rated very high for its relevance. 

- The parameter that was rated highest of all was -

Decision relevance. 

- There is a decided advantage in relevance if a company is 

using an on-line real-time integrated software package. 

A question that could well be asked is, what are the essentials 

to ensure maximum relevance from the Plaut ABC concept? The 

research report has indicated the following: 

- A proper Analytical Cost Planning must be performed 

during the budgetary process. This is needed for two 

reasons: the complexity of the concept and to achieve 

adequate exposure of all levels of management to the 

concept. 

- Keep the theory pure. It is important to note that Plaut 

ABC, of necessity utilises certain approaches to enhance 

its usefulness as a management accounting method. This 

implies for example the treatment of depreciation, in a 

different manner to the financial system. This is done, 
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to supply decision relevant information, amongst other 

things, on the utilisation of assets and the introduction 

of new products. These novelties are essential to 

producing its high degree of relevance, if this was not 

true then classic management accounting, captivated by 

financial dictates, would have given an equally high 

degree of relevance. On this very point of decision 

relevance it is interesting to note that it got the 

highest rating for relevance of all parameters. 

- Separate the financial accounting and management 

accounting concepts. Although the research indicated 

that physical separation increases relevance the latter 

was purely an expression of the separation of the two 

concepts. Financial dictates will inevitably effect 

relevance due to the importance of this function in 

today's capital hungry environment but this influence 

must be minimised. Financial accounting should not 

govern management accounting. 

Finally, a relevant management accounting method does exist 

today. Is the PC approach to management accounting really a 

viable solution? Should large amounts of resources be dedicated 

to an intrinsically flawed approach, CMA, to management 

accounting. It is the conclusion of the this report that such 

options are unnecessary. 



ARTICLE 

Introduction. 

A lot has been said in recent years about management accounting 

and its direction in the future. The debate was largely 

triggered by accusations that management accounting had lost its 

relevance (Kaplan, 1987. Relevance Lost. The Rise and Fall of 

Management Accounting). The battle field can be divided into two 

camps: Those proposing the evolution of Classic management 

accounting and those propagating the revolution of a new 

approach. 

One of the mainstream options being proposed as the solution to 

the problems of management accounting is that of Activity Based 

Costing (ABC). The war of words has reached that stage where 

ammunition are being reused with regularity. The debate is now 

at the stage where empirical research has become indispensable. 

Such a research project was recently undertaken, by the School 

for Business Leadership of the University of South Africa. This 

research project set out to achieve the following: 

- measure the relevance of the Plaut ABC concept. 

- prove that a management accounting method exists that 

ensures relevance today and for the future. 

- indicate that the 'solutions' currently being proposed by 

enlightened academics are not new. 

- prove that the ABC solutions being put forward are 

unnecessary re-inventions of the wheel and will not 

necessarily ensure a high degree of relevance. 
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The Plaut ABC concept. 

The Plaut ABC concept was founded in 1946, when the Plaut 

consulting firm was started by Dr. H.G. Plaut. He worked closely 

with Prof.W. Kilger, the latter wrote the first exegesis on Plaut 

ABC theory in 1961. The concept has to date been implemented in 

over 2300 companies in 7 countries. 

Plaut ABC theory covers three main areas of application: 

- Cost centre accounting, here activity bases(cost drivers) 

are used for planning and control of cost centre costs. 

standard activity rates are used to charge services 

between cost centres and to products. Overhead cost 

authorization and control is also addressed here. 

- Product costing, is treated as a separate discipline, 

this requires the appointment of product managers to 

effect the management related responsibilities. Direct 

product costs and activity quantities from cost centres 

are planned and controlled here. 

- Contribution margin management, entails the planning and 

control of contribution margins per product and product 

group for profit maximization. The accurate allocation 

of sales and administrative overheads per invoice line 

item also occurs here. 

Research procedure. 

A questionnaire was complied that contained the following nine 

parameters for relevance: 

- Profitability. 
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- Timeliness. 

- Cost management 

- Reporting emphasis. 

- Decision relevance. 

- Operational planning and control. 

- Management planning and control. 

- Short run product management. 

- Long run product management. 

The questionnaires were posted to a population of 180 multi­

product Plaut ABC users that have implemented the concept since 

1946. Of the responses received 37 were found to be usable. 

This was sufficiently large to ensure the use of the standard 

normal distribution for the statistical tests that had to be 

performed. 

Findings. 

The findings of the research report are the following: 

- On overall relevance the Plaut ABC concept supplies a 

superior degree of relevance to Classic management 

accounting 

- On all nine the parameters the concept were rated highly. 

Plaut ABC received a mean rating of 7.6 out of a possible 

10. The rating for Classic management accounting on the 

other hand was a mean of 1. 

- Of particular interest is the fact that all but one of 

the respondents experienced an increase in profitability, 
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which they attributed to their implementing Plaut ABC. 

The report also showed that the increase in profitability 

was due to the fact that Plaut ABC addresses a whole 

range of issues in an organisation. 

- The parameter that rated highest for relevance was 

decision relevance. 

- The personal computer approach to ABC is not a viable 

solution to the problems of Classic management 

accounting. 

conclusion. 

ABC relevance proved - a management accounting method that 

ensures relevance does exist today. 



Appendices. 

DATE: Questionnaire COltPAlfY CODE: 

Instructions: 

I) Please answer open questions only In the space provided. 

II) for closed questions mark anly ONE answer, --------~-

(the ri,ost appropriate answer) es follO'eS: 
'The most appro· X 
prlate answer' 

Ill) When you are esked to rate or CcrDPlre your costing method In I 

question, use as a rr8111e or reference your knc,wledge or what Is 

generally 1vell1ble In today's business 1nvlro11111ent. Do not use 

as• fr,an,e or rererence, when you have la compare or rate, the 

theoretical Ideal of what a cosllng method Is suppose lo do. 

1. General: 

1.1 Which one of the following best describes your Industry? 

Return address: 

Please note that the return addess for 

this questionnaire Is that Indicated 

on the acc0111Panlng envelope, 

Mr. A. van der Merwa 

Private Beg Xl2 

Springs 

South Africa 

1560 

Capital and la­
bour I ntens Ive 
manufaclur Ing 

Capital Inten­
sive manufac­
lur J ng 

labour Inten­
sive 1nnufac­
lurlng 

Service 
Industry 

If you answered 'Service 

Industry' skip the neKt 

question. 

',2 Which one of the followlng production processes do you have? 

lndlvldual 
projects 

lled I UIII to 
smal I Jobbing 

Assembly 
I Ines 

Batch 
process 

Continuous 
flow process 

l.l HOlr many basellne(customl products do you orrer In the market place? I I I I I I I 
1.~ What costing method does your CcrDPany use? 

I.S In what year was this cosllng method lmplem·,-,-,-.,-,-~,;:::;1=;,=;1=1:-------------------

1.6 Old you receive spaclal tr~lnlng on how to use this costing method? Yu 

1.7 How does tho overall usability of '/'0Ur old and new costing methods CcrDPare? 

Tho old method 
was much bettor 

2. Profltablllty: 

The old method was 
sl lghlly better 

The new method Is 
sllghlly better 

Th new method 
Is a lot better 

,, 

The new method 
Is far baller 

2.1 1111,at has been the effect of your current costing melhod"s Implementation on your COfllPlny's prorltablllly? 

ll Increased 
drastlcal ly 

It Increased 
1111rkedly 

It I ncreesed 
sl lghtly 

It didn't 
change 

If you ans•ered 'Didn't change' or 'Unknown' skip the next question. 

2.2 HOlr long after lo,ptemenlatlon did profltablllty change? 

fcmedlahly I I I to 4 months j I S to 12months I I 

It de• 
creased 

Unknown:too many 
factors Involved 

1 to 2 years j I longer I I 
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PAGE 2 

2.J A ccmpany that ror the past ten years showed poor profltablllly and had return on lnvost..o.ent below Industry 

average, decides to Implement your costing method for tho first lime, Their predlcManl Is largely duo to 

Internal lnefrlchncles and lnadoquato control. Givan that external factors do not cause Inordinate rises 

In profits. what do you think would the result of such an lmplamenlatlon be on this c01111111ny•1 profltablllty? 

Uncerlaln:too many 
factors Involved 

WIii 
d1,;r<1ne 

WI ti not 
change 

WIii Increase 
sl lghlly 

2.4 Why did you mark the answer that you did In question 2.J above. 

WI 11 Increase 
markedly 

WI 11 lncruu 
drastleal ly 

----------

J. Tlmel Inns: 

3.1 Ko• many calender days after the end or a month. are formal cost center and product reports avallablo? 

'-'-'-'-'-'-'-"-'-'-'-'-'-'-----'I (Days ) '-'-'-'-'"-'-'-'-'-'-----'I (Days) 

3.2 W,,,lch computer based costing syste111 does your company use? 
-------------

3.3 Is the sortwere realtlmo on-llne sortware7 ~"-' ~~I [ Ho 
Ir you answered 'KO' skip tho next two questions and go lo Question 3.6. 

3.4 Whal percentage of total monthly costs are not avallable onllne (Is batch processed data at month end) 

" '-'-'-"-'-•-•~_,! [ 1ox to 25'1 I I 2sz: to soi: I I Moro than soi: 

J.S Does your company use tho on-lino raclllty ror cost center and/or product reports and control? 

'" uud I I Used only for 
cost ceiiters 

Used only for 
products 

Und for 
both 

l.6 At -.t,at Intervals do you report on factors that are critical lo tho success of your company. I.e. 

Items that need close monitoring? 

IMonlhly I I 

4. Cost management: 

4.1 You are approached by a company that has serious cost problems. high overheads. and managers allbl"s 

that cannot bo refuted. lttlat would you recOlffflend7 

Highly racOlffflend your 
currant costing method 

ReC0111Dend your cur­
rent costing method 

Maybe. roc011nand your 
currant costing method 

If you roc-ondod your current costing method then skip the next question. 

4.2 What other costing method would you rocOlllllond? 

Aoc011111ond another 
costing Mlhod 
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PAGE J 

4.J Ha,r oftan do you find that when tho product mix produced changes and/or resource Input prices change. that 

your costing 111C1thod falls to provide you with accurate Information for product cost control? 

Navar Very nldc,m I I Occulonal ly OHen j I 

4.4 Ha,r usable are your standard cost cantor rates for 'make-buy' decisions? 

Yory I I Usable IOccastonally I I Seldom 
usable usable 

Not usable I I 
at al I 

4.5 Please rate your costing method as a tool to control overhead costs. 

lnadoquale 
<ool 11 Ll Ll I I 1 '"' oHodln 

LI 2 ) S 7 8 9 lj 

S. Reporting einphasls: 

tool 

Vuy oflen 

5.1 How are your company's cost accounting and flnanclal accounting functions aCCOIIIDOdalod In your 

organlsatlonal structure? 

Botti functions 
uo being dona 
by one department I

Thoy are sop1ratad Into 
two doparln.ents repor­
ting to one superior. 

They ore seporoled Into two 
deportments. each reporting 
ting lo their own superior. 

S.2 Whleh of tho fol lowing bast describes tho Information avallabla from your costing systam? 

I 

Largo IIIIIOUnls of 
dalall that effee­
tlvoly hel I ltatn 
oporatlonol control 

Adequate dotal I 
that supports _,st 
aspects or opora­
llonal control 

lnfon:mtlon that Is 
not too detallod and 
supports management 
decision making 

Aggregate Informa­
tion. Ideal for 
comi,lllng monthly 
flnonoclal slalemanls 

5.l Please rank tho l Items below ,r"'" l to l ,ar each a, tho periods Indicated, so that your ranking •Ill 

bast rofleet your eompany•s emphasis for each of tho throe periods. Tho Ile~ ranked 1 1111Jst be tho one 

considered most Important !or that particular period: 

' E • 
0 D 5 : 

0 " ' 6 DOnlhs ' years 

l!IOnths " '"' Total 
I 

' ' years ~" I 
I I I I 

' ' ' ' Item 11, R 

financial stahmanls to monitor profltabl Illy. [ l • [ l • [ l [ l R 

Item b: ' 
Cost n1ports to mana,;io costs ... [ l • [ l • [ l [ l ' "~ " 
Reports raftectlng strategic pro,;iess .................. [ l • [ l • [ l [ l ' 

' 
S.4 Horl1ontally total up your rankings In Ouestlon S.) above and write these values Into tho total eolumn 

provided there. To what utant Is your costing method lnstru=ontal In helping you manage tho Item you 

ranked lowest by total In Ouestlon 5.J above. If more than one ltotD ranks equally lo•. skip this question. 

" '' I I unless I " "''" I I a I lltla Ill Is often I I helpful It Is vary I I helpful 
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PAGE 4 

,. Decision relevance: 

,. ' Which one of tho fol lo,,,lng do you consider an Important choroctarlstlc of your currant costing ~•lhod? 
--

Rates are based on sound'I 
historic lnfonutlon I

'll emphasises tho 
present situation 

It Is future orlontatod through plonnad'I 
rotas and product contribution plans 

6.2 Rat,:, your costing method lnsofaru It helps you Identify problem areas In your organisation. 

""''Ll,ID, I J,l I I Vary helpful I 

. ,.J 
,., ,- do you rate "' lnfor"'8llon from your costing method that you a:usl use to make decisions on products 

'"' customers. 

,.,, ''Ll,l,llll, I • I 
I Yery good 

. ,.J 
, .• Ho,,, dlrtlcult ,, It to track the Impact or previous decisions, through your costing method? For na,,,i,le 

da,;:lslons such as: buying a no• asset, changing a distribution ch'ann• I or mor• training of p•rsonn•I. 

Vary 

"[1,1,UJJ, I 
I I V•ry dlfflcult 

' 9 ,J 

7. Oparatlonal planning and control: 

1.' Do you consider non fln1nclal(unltary) lnforcallon. such as activities. capacity utlllsallon. standard 

hours per product etc .. suppl led by your costing systOl!I lo bo ... 

jseverely lacldng I I j1nsufflcl•nl I I isufflclnt I I Ivory good I I jExcol tonl I I 
,., Who aro responslblo for doto,,,.lnlng sl1nd1rd cost rites In your company? 

Cost I 
Cost 

I I
Cost centar heads 

lcost con tor head, I l
cost center heads toge-

I centar accoun- together wl th together wl th thor with their managers 
heads only tants only cost accountants lholr managers and cost accountants 

'.' Aro your standard costs of "' '" gauging offlclenclos I.e. 'are people doing their Jobs right• 

IYory uso-1 I I 
Fairly 

I 
INot of ~,h I I I Union I I ,,, Useful "' 

'·' Ploun rate your monthly cost reports IS I tool '" perfo,,,.ance measurement of supervisors. 

A vory ••• " """[.l,lllll, I . I 
I Nat a vol Id measure at all 

9 .J 

,., To what extend aro lower management held accountable '" vol1.1111e/efflclency var I ances In your organisation? 

Thoy are seldom held They are only held They are mostly They are at al I 
accountable since the accountable for the accountable. except limes account-
envlroncoant plays variances that they for variances that able for these 
havoc with the plan. cttn axplatn. seems 11 togtc. variances 
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PAGE S 

,. llanagomont planning _and conlrol: 

,. ' To what extend are product and sales management held accountable for mix and price variances? 

They are saldca hold They are only hold They are a,ostly They aro at al I 
accounlablo since tho accountable for the accountable, except times accountable 
onvlroTll!Mnt plays variances that they for variances that for controllable 
havoc with the plan. can oxpl ■ ln. sums I I I ogle. variances 

8.2 Hcrw 900d Is your costing method In holplng m.anagers Identify potanllal problems? 

"" ''Ll,l,IJ,11, I , I I"" 
9 IJ 

good 

,., As a management control lnstr<1111ont, ho.- wol I does your costing system adapt to changes In tho external 

anvl ronmanl7 ror uam;,le, changes such as, an economl c upswing, causing a rise In ules vol111:1u : or • 
drop '" ccmpalllors' prlcu. causing a decrnsa In your nles vol11111e ' or an lncrene '" lnflallon. 

causing rises '" lni,ul costs. 

Adai,ls "''t,l,Wll,111,J"" Vary wall 

, .• How long don Lt take for the adai,tlon mentioned ln Ounllon 8.3 lo lake i,laca? 

(Plana anhr values " yciu answer days/.:aaks or months) 

lllrmadlalely I I ~Days LJWeeks LJllonlhs 

,., How difficult ,, It lo express your strategic i,lan In the flnanclal and non·flnanclal Informal Ion 

variables of your costing method, If you wanted to monitor the success with which your cmoi,any's 

stralegln are being l"'Pltmantad. 

I Very I I I It don like I I I Rather I "" I I easy smoa doing dlfflcul\ dlrflcult 

,., Please rate your costing method's effectiveness In measuring revenue centers? 

Tcitally lneffect1[

1

l
2

1
3

1Jll, I I . I ,J' effective 

I IWe do not have I 
revenue centers. 

' 
.. , Please rate your costing method's affeclivenass Jn measuring i,roflt centers? 

Totally ineffactl[l

2

l
3 1 41 

S 

1617 18 
LlJ'Y effective IWe do not have 

profit centers . 7 7 

•• Short run product management: 

,. ' Do you use marginal costing/contribution lnfort1.11llon '" short run product decisions? 

jHot vary ort■nl I I Used. but only al times I I I Often used I I I Almost always used I I 
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,., Dou your coslln!I method produce product costs that aro ... 

Trusted by only a Not widely trusted Gonorally trusted and 
row people ond not but generally usod usad by tile I orgor Trusled and 
rut ly und for duo lo a lack of al· majority for decision -.ldoly usod 
dechion 111ak.Jng l ■ rnate 1nrorm1tlon making 

,., How offoctlvoty are you oblo, with tho use of costing lnfonnatlon. to "'<>~ltor a product's actual 

costs through tho yoorf 

I Not at I I I Rather I I IWI th semi• de9ree I I I "'' ,I I '" lnotroctlyely of offoctlvoness offeetlvoty 

, .• Hcrw orton does ll happen that changes In: Input costs. your product's sell Ing price and product mix sold. 

I eave you wl th "' ldu what your co,tpany's actual tollt contribution should have been for a specific period? 

I Navor I I I SoldO!II I I I Orten I I I Always I I 

"· long run product management: 

10. 1 To who_t uhnt are product costs considered during strategic business decisions? 

They are seldom conM We consider the costs We consider th• w, consider th• 
sldered since costs to be rather lnaccuM costs fairly accuM costs accurate and 
nHd not rntly b• rate and un It semi.- rat, and therefor• lherrore always 
taken Into eccount limes as guldellnes as good guldellnu relevant 

10.2 When you have to decide on the introduction of a new product or the discontinuance of on old product, 

do you find your costing method's lnfonutlon ... 

I Very I I I Orlan I I I Somell111t1s I I I Oflen I I helpful helpful helpful useless 

10.3 Rate your costing method .. " lnstr<1ment for helplng you c0111paro actual product sales growth with plenned 

product sales growth. 

Poor '""~·r,1,111JJ,l I I ,J'' good lnstru;:,.ent 

' 
10.4 Phase rite your costing method for lt"s overall strategic value to your CDIDl)lny. 

or t lttte ·•'Ll,1,LlJ.1, I 1,1,J 
great value 

• 

". Fina I ly: 

11.1 ., .. ware tha two biggest edvantages. If any. ,, lmpleaantallng your current costing method? 

., 
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bl 

11.2 llh•t wero tho two biggest disadvantages, If any. of lmple!Qentatlng your current costing method? 

bl 

12. Conch1slon, 

12.1 You may remain anonymous. by scratching out the COll!Jlany code that appears In the top right hand corner 

of page I of this quostlonalra. 

12.2 If you Include a solf·addrossed envelope, with stemps for your h<>111a country on It. the results of the 

research will be posted to you during the last quarter of this year. 

'===='Thank you very much. 
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OATUJI: Fragebogen 
-----

Erluuterung: 

I) Bille baant•orlen Sle Taxlfragan nur In dam vorgegebenen Fold. 

II) Bel Aus.ahltregen bllto nur elne 
"Ole iutreffend- X 
sle Ant•ort· Jloagllchkelt 1nkreu,an: 

Ill) Billa benul1an Sia bel dem Verglelch der Xostenrechnungsverfahren 

nur lhre elgane Ge1chaeftserfahrung und nlchl lhra lheoretlschen 

Kentnlsse der Kostenrachnung. 

Iv) Falls Sia elne Fraga In der deulschen Uebersetzung nlchl verslehen 

koannen, bltte benutzen Sia die engllsche Orlglnalfassung auf dar 

Ruackselle. 

I. Allgemeln: 

1.1 Welche Beschrclbung kOllllll Ihrer Indusrlrle lllO naechsten? 

Kapltal- u. Arbells­
lntenslve Fettl­
gungslndustrle ll(aplla11nhn-

slve Fertl-
gungslndustrle 

1.2 Walche Ferllgungspro1esse fuahren Sle dutch? 

Arbe I ts I nten-
slva fertl-
5111ngslndustrle 

FIRIIENIIUJOIER: ---

Rucksendaadresse, 

Die Rucksendeodrasse dlasas Fragebogans 

Isl ueberelnslhm1end mil dem auf dem 

bellegendem Rueck1,111schlag: 

Dienst-
lals-
lungan 

Mr. A. van der Wen1a 

Private Bag Xl2 

Springs 

South Arrl,;a 

1560 

I Wenn Sic Dienstlelslungen 

gewaehll heben. bltla baanl­

•orten Sia nlchl Fraga 1.2. 

Elnnlferll­
gung 

l((elne bis mlltlera 
Warkstaltfertlgung 

fl lauband­
hrtlgung 

Stuackfer­
tlgung. 

Serlenfertl­
gung 

1,l Wle vlele Endprodukle •erden hergeslellt? I I I I I I I 
1.• Welches K1lkul11tlonsverf11hr11nren set1en Sle eln? 

=-11..:::::::1 ::::::-I I-"_,-,,----
1.S Seit wann wlrd dieses Vefahren elnges11t1l? 

1.6 Maben Sle elna Schulung fu!r dleses V11rf11hren erhalten? ,1,,,• _ _J _ _J 

1.7 Wenn Sia die atlgemalne Anwendbatkalt lhres atten l(ostenr11chnungsv11rfahrens mil dem neuen verglelchen. 

•elche Auss1g11 trlfft am besten 1U: 

I
AI tes V■ r- Alles Verfehren 
fahren war war gerlngfue-
vlel besser gig bosser 

2. Ergebnlswlrksllfflkelt: 

Heues Verfahren 
isl elne leichte 
Verbnsarung 

Haues Verfahrenl l 
1st we sent I lch 
besser 

Heues Verfahren 1st 
Vlei basset. als das 
al le Verfllhran 

2.1 Wetche Auswlrkung 11uf die Renlabllll1111l lhres Unternehmens tonnlen Sle salt der Elnfuehrung des neuen 

Varfahrans feslslellen? 

Dresllsch 
1ugeno,m,en 

Wesentl lch 
1ugenmnen 

Oaring 
Zugenmnen 

Kelne 
Veraenderung 

Zuruack 
gag11ngen 

Unbekannl : Wegen 
vleler F11ktorcn 

Wenn Sle •unbekennt• oder 'Kaine Veraenderung' gewaahll haban, ueberspringen Sic bltle Frage 2.2. 

2.2 Wann nach der Elnfuehrung des Koslanrachnungsverfahrans hat alne Aenderung stallgofunden? 

ISorort I j jHech 1 bh • llonatanl INach 5 bis 12 Jlonatenl !Hach bis 2 Jahren j I llaengor j I 
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2.l Fuer die lel1an 10 Jehro hat elne Flrma sch•achen Gowlnn1uwachs ge1elgt und halte eln ROl(Return on Invest· 

ment) unter dem lndustrledurchichnlll. lhre Lage 1st aur sch1echle Intern, Lelstungs und unzurelchtnde 

Kontrolle 1urueck1ufuehren. Dlese fl,.,. hat slch nun entschleden 1hr Kostenrechnungsverfahren olnzufueh­

ren. Angen0111Den. dass exlerne Faktoren kelne Rolla splelen, welche Ergebnlsse •be1ogen auf die Renlablll 

teat des Unlernehmens· W\lerden Sle bel dor Elnfuahrung Ihres Koslenrechnungsverfehrens e,..arlen? 

Unbekannt : Wogan 
vleler Foktoren 

'll'Frd ab­
nehmen 

Kaine Ver­
underung 

Wlrd g<trlng 
runehmen 

WI rd stark 
1unehmen 

Wlrd drnllsch 
1unehmen 

2.4 Begruoden Sia bltle lhre Antwort aus Fraga 2.J. -------------------------

J. Frlsllgkall: 

3.1 Wlovlole K1lond1rl1ge nach d&m Won1lsabschluss slnd die Kostanstellen- und Produktberlchte v1rfuagb1r? 

clK_,_,_,_,_,_,_,_,_1_1_,,_,_~---~l(T1go) 

3.2 Wolche EDV-unterstuetzten Kostenrechnungv1rfahr1n b1nut11n Sia? 

(Na.min d1r Softw1r1) 

J.J Jst die Soft•are Realtlme/Onllna varfuegbar? ,IJc•c__J _ _J 

Wenn Sle 'Nein" gewaehll haben. bltte beant•orten Slo nlcht J.4 und J.S. 

),4 llalcher Prozentsatz Ihrer -natllchen Kosten toennen nlcht onlino ,und ciuenen ""batch" v1rarb1ltet ••rden? 

[o:i: l2n bis so:i:I lmehr 111 sot 

J.S Benut1t 1hr Unternalu::en dl1 onllne-Woegllchkelt fuer Kostenstellen- und Produktberlchte und -Kontrolle? 

I Nein I I Kur fuer Kostan­
stallen 

Kur ruar 
Produkll I I 

3.6 Wla regelmaessig •erden krltlsche Erfolgsfakloren des Unternel'llllens gezelght? 

lwonatl lch I I Jede ~ W<>che/n Jeden D Arbollstag !0111 Ina verfuegbar j I 

4. K<>slen Control 1 Ing: 

4.1 Sia warden von alner Flnu angesprochen. dle Probl&mo mil 1u hohen Gmolnkoston hat und unwlderlogbaro 

Ausreden der Kosten-Verantwortllchen. Was warden Sle raten? 

Elgenes Verfahron 
hoechst &mPfehlen 

Elgenes Verfahren 
u,pfehlen 

Vlollolcht olgenes 
Verflhren empfehlen 

Wann Slo thr Kostonrochnungsvorfahren om;,holen. boantworten Sle Frage 4.2 nlchl. 

4.2 Welches andore Kostanrechnungverfahren wuerden Sle om;,fehlen? 

Eln anderes Ver­
fahren -fehlen 

------------
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4.3 Wle ofl kcmat es vor. doss. wenn slch das Produklo-Wlx und/oder Resourcen-/Rohstoffprelse aandorn, 1hr 

Kostenrechnungsverf1hron nlchl In dor Lage 1st, genaue lnfonutlonen 1ur Produklkostankontrolle tu geben? 

I I IGolegon\lh:h I j ioerter I I IHuuflg 

4.4 Wle br1uchb1r slnd lhre kostons1ot1e fuor elne 'mike or buy'-Entscheldung? 

Sohr 
breuchbar 

Gehgentl lch 
breuchbar 

Ubtrh111pl nlchl 
brauchb1r 

I I 

4.S Bille ordenen Sle 1hr Kostanrachnungsvarfahron els lnslumenl 1ur Gemolnkosten-Slouorung oln. 

Unzurolchendes I Ill ll III Effektleves Instrument 
Instrument L j 

1 2 ) S 7 1 

S. Berlchtorrslatlung: 

S.I Wlo slnd die Koslonrechnung und die Fln1n1buchaltung In Jhrem Unlornohlllen elngegllodart? 

Bolda In elner 
Able I lung. 

In galrannten Abtellungen 
mil alnam Vorgesetzlen 

In getrennten Ablallungan 
mlt algenen Vorgasetztan. 

S.2 Zu walchar Beschralbung p&ssl dla lnformallon lhras Koslenrachnungsverfahrens am beslen? 

Viel Detail, -.al· 
ches..,,, baslen dla 
belrlebllchc Kon• 
lrol la ermeegl lcht 

Genuegend Dalal I. dns 
elnan gronen 
Ante I I belrlebl lcha 
Kontrolle ermoegllchl 

Grobe lnformatloncn. 
ohna Detall die Lel­
tungsentschaldungen 
armeegl lchan 

Gesaml·lnformallonan. 
die monalllch das 
tlnan:ilel le Berlchts­
•esen ermoegllchan 

S.3 Bille bawarten Sle die 3 Barlchtarten unten (A bis C). mil I bis 3 fuer die genannten Zaltree\llfla so. dass 

Ihre Elnslufung die Berlchtsarstaltung lhres UnlerneN!lens fuer dla) Zaltra,,..,., 11111 baslen wldarglbt. 

Oabol sell dfo Elnsturung •1• als Wlchtlgste gellan. 

ZE TRAEUME: 

0 bl s ' ' Ilona ten Mehr els 

Mona ten bl, , Jahr• Toll I 

' ' ' 
, Jahren ' ' ' ' ' ' " Barlchts•osen dar Flnanzbuchh1ltung zur Ergebnlsdar- ' ' ' ' slel lung, .... ......................................... [ l • [ l • [ l [ l 

B) Koslanberlchle ruer • • 

' I 
' ' ' Kosten·_Control I Ing., .. ,, .. , ....... [ l [ l [ l [ l 
l " F 

C) Barlchle, die strateglschen FortschrlH wldarsplageln.[ l [ l [ l [ l " • • M 

' 
S.4 Addlaran Sle bltla lhre Elnslufungan Ja Berlchtsart {A bis C) horl1onlal, und tragan die GesutsU!T'llle In das 

vorgesehene Gasamlfeld (Tolal) eln. lnwlefern hllft 1hr Kostenrechnungsverfahran Im Management die von 

Ihnen"'" nladrlgslan bawarlata Berlchtsart? (S.Ollle mehr als alna die) Berlchlarten die glelche nledrlg­

slen Elnstufung nlgen, koennen Sle dleu Fraga auslassen.) 

Nlcht 
brauchbar 

Sollan 
bn:1.uchbar 

Kaaublg­
brauchbar 

Sohr 
brauchbar 
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6. Bedeutung ru,r llanage...ent•Enlschelnungen, 

6.1 Welche von den drel gegebenon Beschrelbungen 1st char~kterlstlsch fuer 1hr Kostenrechnungsverfahren? 

Kostonsaette basleren eur 
hlstorlscher 1nrorc.1tlon 

Ole momentane Situation 
wlrd wlderspleg1lt 

Iukunftsgerlchtet mil Pl1nkostens1et1en 
und Deckungsbeltraegen 

6.2 Beworten Sle bllte 1hr Koslenrechnungsvorfahren als Problemldentlfltlerungssyslem: 

"''"""" 11 Ll I I I I I "'' L, 2 , s . ~ , a . 9 . 1J 

6.l Wle bawerten Sle die lnfonnatlonen lhras Kostenrechnungssystaoes um Entscholdungen fuor Produkte 

und Kundon 1u lreffen. 

6.4 Wlo schwer Isl es. die Auswlrkungen elner Entscholdung mil Ihrem Kostenrechnungssysteo, nach1uvoll· 

11ehens7 Zw,, Belsplol [ntscheldungen wle: An1agaven:ioegen vergroessern. Verbreltarung lhrer Verlrlebesorga­

nlsallon oder 1usaehl lche Personalausbl ldung .. 

'"'"' ll till I I 1,., ... L, ) 7 . 8 9 1J 

7. 8elrlebsplanung und -kontrote, 

7.1 Stur,n Sle die nlcht werlmaesslgen lnfo1'111atloncn. wle Lelslungen. Kap111tactsaus1astung. Standardfartlgungs­

stunden etc. lhrts Kostenrechnungsverfahr1ns eln ... 

IIIDngelhafl lun1urelchend j j IAusrelchend I I jsehr gut IAusge1elchnat I I 

7.2 Wer 1st fuer die Entwlcklung der Standardkostensaet1e In lhreo. Unternehmen 1usle1ndlg? 

01, Kos­
hnstel­
lenlelter 

Die Kostcn­
rechnungs­
ablel lung 

Die Kostenstellen· 
lellung und Kosten­
rechnung•btellung 

01, Koslenslellen 
leltung mil lhren 
Vorgeselzten 

7.J Slnd lhre Slandardkoslen brauchbar als llassslab der Lelstung. 

Sehr 
brauchbar 18rauchbar I .I I I Michl 

brauchbar 

Die Koslenslellenlellung 
mil lhren Vorgesel1len und 
Koslenrechnungablellung 

7.4 B1w1rlen Sia lhra monalllchen Kost,nberlchle els Erfolgsbeurlellung lhrer Produkllonsverantworlllchen. 

Guattlger llaulab 

11 
Llll I 11 Unguelllger llasslab 

L, 2 ) 7 . 8 9 1J 

7.5 In welchOl!I llasse Isl In lhrer Drganlsallan dla unlere Leltungsabane fuer Uengen/Lelstungsabwelchungen 

verantwortl lch? 

Sellen. wegen 
ext,rner Faktoren 

Hur fuar Ahwelehungcn 
die erk1aerl warden 
kotnnan 

llelstans, nur fuer 
unloglscha Ahwel­
chungen nlcht 

Veranlworll lch 
ruer a I le Ab­
we lchungen 
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8. Unternehlliensplanung und -kontrolle: 

,. ' tn welchen llasse slnd Produkt- und Yerlrlobs-llanagement verantwortllch tuer lllx- ""' Prelsabwelchungon 

Se I ten, wegen Nur fuer Abwelchungen llelstens. nur fuer I Verantwortl Leh I exlerner Faktoren dto erklaart werden unloglscho Abwel- fuer kontrol Iler-
koennen chung1n nlcht bare Abwelchungan 

8.2 Wle gut '" thr Koslanrechnungsverfahron ,,, der Foslctellung moogl lchorwalsa vorkocm,ender Probleme? 

,,, .. Ll,W, I , I ,IIIJ'' 
brauchb■ r 

,., Wie gut passl slch 1hr Kostenrechnungsverfahren als llanagemenl-Steuerungslnslr1,<111enl an Aendorungen Im wlrt· 

schaft I lchen U:iifeld an? z.e., Eln •irtschaflllcher Aufsch.ung mil olner lbsat1vol1,1111enstelgerung: oder eln 

Pnlsvarhl I ~It der Folgo olnes .l.bsolt·Elnbruchs ' oder elne Stelgerung der lnfl1tlonsr1te bewlrtt loslln· 

erhoehungen. 

"'··r,1,l,IJ,ll,IIIJ'' '"' 
•-• '" Ieng, dauerl os. bis dh In 8.l boschrlobene Anpassung wlrksa:m wlrd? 

(Billi lragen Sle elno Annhl eln. waiin "' mil Jagen. Wochen. Monaten antworten) 

ISofort I I CJra11e CJwochen CJwonate 

,., Wla schwor ht ••· lhro strateglsche Planung ln den verschiadonan wertma,ssi11an und nlcht wertmaassi11en 

Inrormatlonen lhres Kostenrachnungsvarfahrens dartustellan. wenn Sle den Erfolg. mlt dem 1hr Unlernehmen 

dlo Stratoglen lmplamentlert hat. slchlbar machen wollan7 

ISehr 
alnhch I I INlcht so 

olnfoch I I IZlamtlch 
schwlerlg I I !Sahr 

schwlerl11 I I 

8.6 Wle schaelten Sia 1hr Koslanrechnungsverfahren tur Beurtoltung von lbsaltborelchen aln? 

"""'"Ll,1,11,ll, I . I I S.ahr effel:Uv 

9 1J 
IWlr hoben l:olna 
1.Jnlnttbero I cho I I 

8. 7 Wie schootnn Sh 1hr Kostanrochnungsvarfahren 1ur Baurtellunv von Proffl·Centern eln? 

Unaffel:tL12l3 I I I sl.17 I. 
I I Sohr affel:tlv 

9 ,J 
IWlr heben kelno 
Prof I t-Contar I I 

,. Kurifrlstlge Produl:t-Stouorung: 

,. ' Verwendon Sle Decl:ungsbeltrags•lnform•tlonen fuer l:urzfrlstlge Produlr.lentschaldungen? 

INtchl huurl11 I I j11anch.olal I I IKaeuflg I I j l11111ar I I 
,., Erglbl 1hr Koslenrechnungsverfahran Produlr.tlr.osten. die ... 

Hur von wonlgen Leu· Nlcht r .... er von atlen Allgemeln ernsl genonr- Ernst gen01111:1en 
ten geglaubt und ernsl genc,rm,an. aber men und von dor llehr- und allgt111ein 
nlcht benultl warden al lgemaln verwendol hol t fuer Entschaidun· verwendat werden 

warden gen genutzl warden 
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9.) Wle effekllv koennen Sle mil lhren Koston-lnformatlonen die lstkosten elnes Produktes ueber das Jahr dar-

shl len? 

I'" nlcht I I Nlcht sehr I I IZloml lch I I IEffekllv I I dhktlv effektlv 

••• Wle oft k,x,nl es vor, dass Sle bel Aendarungen In Elnstandsprelsen. Verkaufsprelsen und bel Veraonderungen 

Im Vorkaufsproorun kelne Ideo haben, •I• gross der gos11111te Oockungsbeltrao Ihres Unternohmons ln elnor be-

stlnr,,len Per lode seln sollh7 

INJemals I I lsatten I I IHuuflg I I I lamer I I 

10. Lanofrlstloo Produkt-Steueruno: 

10,1 In •olchem Masse warden Produktkosten fuer strataglsche Goschaeftsentcholdungen heranguogen? 

!
Sellen. Kosten· Gena1,1I gke It der Kosten I nfor- I I IKoslen I nformat I on I 

I I
:"""'''"··"'" 11 Information ...,_lion nlcht ausrolchend, tlemllch genau und r1l1vanl und voll 

nlcht wlchllg daher nur manchmal als Anhalt brauchbar brauchbar 

10. 2 Wann Sia ueber dle Nau-Elnfuahrung eln11 Produkl11 oder die Autgabe elnes altari Produkts tu antschelden 

haban. flnden Sle dann lhra Kosten·lnformatlonen .. ,? 

I"" brauchbar I I IOH brauchbar I I llhmchmat 
brauchbar I I Je~~rauchbar 11 

10.) Wle schaelten Sie Jhr Ko1lenrachnungsverfahren als Instrument fuer den Verglelch von gaplanlem Produkl-

WachslUIII ml t dcm lsl-Produkl·Wachslwn eln? 

""'" 11 ll ll I 
L1 2 J s , • I • 1 

Sahr 

,J "' 

10.4 Bitto schaelzen Sle 1hr KOstenrachnungsvarfahren von seiner allgea.alnan strateglschan Badaulung fuer 1hr 

Unlernahmen aln. 

Nladrlg .,,,.." .. "11 U IJ I I I'"" 
elngeschaettt 

L1 2 J s , • . ,J 

II. Abschluss: 

11.1 ... glauben Sh. slnd die zwel wlchlgshn Vorlelh lhres heutlgan Kostenrechnungsvarfahrans? 

., 

b) 
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11,2 Was gl1uben SI•. slnd die 1w1I wlchlgslen Nachlelle lhres heutlgen Kostenr1chnungsv1rf1hrens7 

0) 

12. Schlhnlldi: 

12.1 Wenn Sle moeehten. koannen Sle die r111:1enn1,11m11r auf Salta 1 strelchan und anony,11 blalben. 

12.2 Sia koennen alnan adresslerten und rranklerten Drlefumschlag mltscklken, wenn Sia das Rasul lat der 

forschung haben moechten. Die Forschung wlrd waehrend des tet1ten Quartals dleses Jahres fertlg seln, 

und Ihnen dann zugesandl. 

!Ill freundl lchen Grunsen, _____________ ,========================ea!J 
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