Activity Based Costing (ABC)
It is clear that at here time more and more universities and higher education institutions use higher technology middle such as the web to broadcast applicable in order about their services, ways research, bring teaching etc. The way this in sequence is obtainable could add or destroy value for terminate user. The performance measurement of an enterprise, necessitate a methodical and prepared approach, with the plan of as long as a holistic structure to run the costs, this proposal is called Total Cost Management (TCM). TCM can also be defined as the process of running the economic result of actions, internal and external to the organization, to hold up competent and efficient decision-making.
What is ABC?
Activity based costing is a technique that events cost of a product, based on the activities performed to create the product. The fundamental supposition is that actions make the costs, which are motivated by the product or customer. This very differs from the straight costing systems, which is built on the statement that merchandise drives the cost directly. ABC system drives indirect and holds expenses, first to the behavior & process and then to products, services and customers, giving managers a clearer picture of finances of their operations and services.
Why ABC?
The on the way brought in by ABC style can be generally categorized as:

Customer Profitability

Product Profitability

Process Efficiency
Customer Profitability
Usually it is thought that:

High level customers are commercial customers

devoted customer is also a gainful one

Profits will go after a glad customer.

The ABC studies on customer success have unveiled that the over are often exceptions.

With the costing based on activities, the cost of portion a purchaser can be ascertained alone. Deducting the creation cost and the cost to serve up each buyer one can turn up at customer’s effectiveness. These methods of commerce customer cost and invention cost individually have guide to identifying the productivity of each customer and to place their goods or services so. Product success usually, costs have been payable to products randomly and have been averaged out diagonally products. In a multi-product venture this leads to variable cost information’s resultant in either under-costing or over-costing of products. The management cannot get efficient strategic decisions based on this in sequence ABC costs the goods based on the actions that goes into it. This facilitates inward at the precise cost of the products and enhances efficient strategic decisions to:

Position their products better

Facilitate improved Product combine for the market

improve the bargaining power with the customer
Process Efficiency
ABC completion will make the employees, across functions, to appreciate the a variety of costs involved, which will in twist allow them to;

Analysis the Cost.

Identify the Value Added and Non Value Added actions.

Realize the improvements and hold the benefit.

This is a continuous development process in terms of analyzing the cost, to reduce or eliminate the Non Value Added activities and to attain an over all competence.
3.2.5 Compatibility of ABC
The lively method of assess the cost of product or services in terms of the movement and the resources that go into has made ABC relevant to any setting, be it service, manufacturing or allowance. To have a principle on the benefits with respect to the line of business, we can list the types of business and the repayment that can be predictable as follows:

Multi Product Manufacturers can get better the procedure good organization and establish the success of each product.

Distribution Channels can charge their prosperity guide wise, Market wise or even Custom Wise.

Single Product Manufacturers can obtain improved the course competence with the in order on the behavior and the cost of the deeds that go into the product.

Service Industries can charge their ability, build good organization. This method will also allow them to assess the client wise success.
3.2.6 Methodology
Cost allocation

Fixed cost

Variable cost

Cost driver

Cost driver rate
3.2.7 Uses
It helps to recognize inefficient products, departments and behavior

It helps to assign more resources on cost-effective products, departments and activities

It helps to direct the costs at an disposition level and on a departmental level

It helps to find needless costs

It helps fixing price of creation or service logically
3.2.8 Limitations
level in activity-based costing, some overhead costs are hard to allocate to goods and customers, such as the chief executive's salary. These expenses are term 'business supporting and are not assigned to products and customers since there is no important method. This lump of unallocated overhead costs must yet be meet by assistance from each of the products, but it is not as large as the overhead costs previous to ABC is employed. Although some may quarrel that costs undetectable to activities must be "randomly allocated" to products, it is vital to be thankful for that the only purpose of ABC is to provide information to management. Therefore, there is no basis to assign any cost in an chance manner.
What is Marginal Costing?
It is a costing technique anywhere immediately variable cost or direct cost purpose be motivating to the cost unit shaped.

Marginal costing as well shows the result double-dealing on earnings of changes in amount of production by differentiate among permanent and variable costs.
Marginal costing is being used in our organization.
Marginal costing is not a structure of costing similar to job costing, process costing, operating costing, and all that. But a particular technique used for managerial decision production. The technique of marginal costing is used to offer a foundation for the understanding of cost statistics to determine the productivity of diverse goods, processes and cost centers in the track of judgment production. It can, as a result, be used in combination with the diverse methods of costing such as job costing, process costing, etc. or yet with extra techniques such since normal costing or budgetary control.
Features of Marginal Costing System
It is a technique of copy costs and exposure profits;

All operating costs are differentiate into fixed and variable costs;

Variable cost stimulating to manufactured goods and treated as an item for consumption cost at the same time as.

Fixed cost treated as period cost and printed inedible to the profit and loss account
Standard Costing

3.4.1 Introduction
One of the prime functions of organization accounting is to make possible executive manage and the significant feature of decision-making manage is cost manage. The competence of organization depends upon the effectual manage of costs. Therefore, it is extremely important to plan and control cost. Standard costing is one of the good number important tackle, which helps the organization to plan and control cost of commerce operations. Under standard costing, each and every one cost is programmed in addition to pre firm costs are afterward compared with the definite costs. The distinction stuck between agreed costs and the definite costs is identified as difference which be analyzed and examine toward the reasons. The variances are then reported to organization for taking corrective steps so that the actual costs hold on to prearranged costs. In past costing actual costs are ascertain lone after they include be alive incurred. They are functional single when they are comparing in the midst of agreed expenses. Such expenses are not helpful to organization inside executive and cost control. Therefore, the method of standard costing is used as an instrument intended for setting up, executive and manages of commerce operation. In this unit you will learn the basic concepts of standard costing.
3.4.2 Meaning of Standard Cost
Standard costs are programmed cost which may be used as a directory to calculate the competence with which actual costs has been lay yourself open to under known situation. To illustrate, the amount of raw material necessary to produce a component of manufactured goods can be single-minded and the cost of that raw material predictable. This becomes the standard material input. If actual raw material practice or costs be different on or after the principles, the distinction which is call ‘variance’ is reported to boss worried. At what time dimension of the discrepancy is prominent, a detailed examination will be made to settle on the causes of inconsistency

Pre-determined cost: Standard cost is for ever and a day unwavering in advance and to the fore of definite end of point in time of incurring of expenses.

Based on technical estimated: Standard cost is unwavering only on the starting point of a procedural estimation and on a balanced basis.

For the reason of contrast: The extremely reason of normal cost is to preserve the link with actual costs.

Base for price fitting: The prices be unchanging in go forward and therefore the only dissimilarity base is the standard cost.
3.4.3 Objectives of Standard Costing:
1. Cost Control: A large amount significant purpose of standard cost is to facilitate the administration in cost control. It is able to live use as a measure in opposition to which actual costs can be compared to calculate effectiveness. The management can make judgment of definite costs with the standard costs at periodic intervals and take remedial action to preserve organize more than costs.

2. Management by Exception: The next purpose of standard cost is to facilitate the administration in exercise control above the costs all the way through the standard of exemption. Standard cost helps to recommend standards and the notice of the organization is drained only when the definite presentation is deviate from the set standards. It concentrates its notice on variations simply.

3. Develops Cost Conscious Attitude: a further objective of standard cost is to make the whole association cost alert. It makes the workers to recognize the significance of competent operations thus to costs can be cheap by combined hard work.

4. Complex of Prices: To assist the managing in formulating manufacture rule and helps in setting up the price quotations as well as in submit tenders of a variety of goods. This can be completed with correctness with standard cost than the definite costs. It also helps in formulating production policies. Standard costs remove the indication of irregular price fluctuations in production preparation.

5. Fixing Prices and Formulating Policies: a further purpose of standard cost is to facilitate the management in formative prices and formulating manufacture policies. It as well helps the organization in the areas of turnover development, product-pricing and record pricing and so forth.

6. Management Planning: financial plan arrangement is undertaken by the management at diverse levels at episodic intervals to maximize the profit from side to side diverse manufactured goods mixes. designed for this function it is additional suitable by means of standard costing than actual costs because it is completed on systematic and balanced style by intriguing into relation all technological aspects.
3.4.4 Thought of Standard Costing
Standard costing is a method used for the purpose of formative standard cost and their contrast by means of the real costs to find out the causes of difference between the two so that corrective action may be taken right away.

Thus, standard costing involves the subsequent steps:

set standard costs for diverse basics of cost

copy of real costs

compare among standard costs and actual costs to conclude the variances

Analyzing the variances to be familiar with the causes thereof.

Exposure the study of variances to administration for attractive proper trial anywhere needed.

The method of standard costing can be used efficiently to those manufacturing which are producing standardized goods and are recurring in natural history. Used for Examples are bolster business, harden industry, honey business and so on. The standard costing may possibly not be appropriate to jobbing industries since each job has diverse condition and it will be hard and luxurious to set standard costs for each work. Accordingly, standard costing is not fitting in situations everyplace a selection of diverse kinds of farm duties are being completed.
3.4.5 Types of Standards:
The standard is the level of accomplishment conventional by organization as the foundation ahead which standard costs are strong-minded. The standards are secret largely keen on four types. They are:

I) Ideal Standard: The ideal standard is one which is set up below ideal conditions. The ideal conditions may be greatest amount produced and sales, greatest probable prices for resources, most acceptable charge for labor and overhead costs. When these conditions do not carry on to stay put model, this typical is of modest sensible value. It does make available a target or inducement for workers, but is more often than not unachievable in put into practice.

ii) Expected Standard: This is the standard which is in point of fact predictable to be achieved in the budget period, based on present circumstances. The standards are set on probable presentation after allowing a rational payment for inescapable wounded and lapses from ideal efficiency. A standard are normally set on short term basis and requires recurrent review. This standard is additional practical than ideal standard.

iii) Normal Standard: This represents a standard figure based on the standard performance of the past after attractive into account the fluctuations caused by regular and recurring changes. It should be within reach and provides is confront to the staff.

iv) Basic Standard: This is the stage fixed in relative to a base year. The principle used in situation the basic standard is like to that second-hand in figures when manipulative an index number. The fundamental standard is well-known for a long period and is not familiar to the present circumstances
3.4.6 Advantages of Standard Costing
The preface of Standard Costing structure may present a lot of reward. It varies on or after one business to an additional. The subsequent compensation possibly will be consequent as of standard costing in the brightness of the assortment of objectives of the arrangement:

1. To measure efficiency: Standard Costs make available a benchmark adjacent to which actual costs can be considered. The judgment of authentic costs with the standard cost enables the administration to appraise the presentation of a variety of cost centers. In the nonappearance of standard costing, effectiveness is calculated by comparing actual costs of dissimilar periods which is especially complicated to calculate since the circumstances established in cooperation the periods possibly will be at variance.

2. To fix prices and formulate policies: Standard costing is ready to lend a hand in formative prices and formulate manufacture policies. The standards are located by studying all the obtainable circumstances. It also helps to discover elsewhere the prices of an assortment of goods. It helps the administration in the formulation of production and price policies in move ahead and also in the areas of profit development product pricing, quoting prices of tenders. It also helps to supply cost estimates at the same time as setting up manufacture of original goods.

3. For Effective cost control: individual of the good number compensation of standard costing is with the intention of it helps in cost manage. By comparing definite expenses with the standard costs, variances are strong-minded.

4. Management by exception: organization through exemption income so as to every one human being is predetermined targets and each one is predictable to accomplish these prearranged targets. Administration require not administer every one and the whole thing and could do with not inconvenience if the assortment is disappearing as for each the targets. The ordinary costing enables the organization in influential household tasks and facilitates the attitude of supervision by exemption.

5. Valuation of stocks: Below typical costing, supply is respected at normal cost and whichever dissimilarity sandwiched among standard cost and actual cost is transferred to variance account. As a result, it simplifies evaluation of store and reduces grouping of secretarial employment to the least level.

6. Cost consciousness: The importance under typical costing is more on cost variations which makes the whole group cost aware. It makes the workers to recognize the consequence of competent operations so that pains will be taken to lessen the costs to the least amount by combined hard work.

7. Provides incentives: Under standard costing system, men, material and machines can be used successfully and economies can be affected in adding mutually to improved yield. Schemes may be formulated to remuneration those who get targets. It increases competence, output and confidence of the staff.
3.4.7 Pre-requisites for success
In establishing a system of the ordinary costing, in attendance are an amount of preliminaries which are to be well thought-out. These consist of:

Establishment of Cost Centers

Classification of Accounts

Types of Standards

Setting Standard Costs
3.4.8 Standard Cost and Estimated Costs
Estimates are a programmed cost which are base on past information and is frequently not awfully logically firm. They usually compiled from insecurely gathered in sequence and consequently, they are dangerous to use them as an instrument for measuring performance. Standard costs are a fixed rate which aims on what the rate be supposed to be to a certain extent then what it will be. Both the standard costs and predictable costs are used to settle on price in move ahead and their principle is to manage cost. But, there are convinced difference flank by these two costs as confirmed under:
