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Besides this, the insurance sector should
focus more on cyber-insurance in 2017 for
protecting individuals and businesses from
cyber threats such as theft, phishing, spams,
extortion, hacking, data destruction, and much

more. Problems such as lack of effective.

technical solutions, difficulty in inventing
solutions to combat network attacks, ignorance
of users to utilize benefits of technical solutions,
and cyber liability shell games played by vendors
should be addressed immediately :
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. organizational changes aswell as cost
“reduction. Markets have become global with
' competitors offering high-quality, low-cost
~goods and services. Speed, accuracy as well as

' come in front. Cost accounting has to provide 3

1 - executives to make correct decisions. Traditional g
Blockchain Based

Insurance Solution for Startups”, The Digital

Insurer, accessed October 2016 at httpi// expepditres for producing a prodyct. well, 3

correlations and not just with a simple quantity- S8
- costing, Process Cost System and Marginall
. Costing. The aim of this paper is to present these™

_ profession can answer to the challenges of ne
© business circumstances. Accounting, as busines

COST ACCOUNTING METHODS
CHALLENGE TO ACCOUNTING
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Introduction:

Cost accounting, as main part of
management accounting, is continuously

changing. Economic realities have made it

necessary for most companies to have

understandlng and meeting consumers’ needs
relevant cost information for corporate
cost technigues cannot model the really needed j" :
Because of this, some techniques were §
developed WhiCh measure the relation between

costs and cost originators in more complex

cost relations. Bes1de the traditional techniques &

"(a‘ctUaI costing, standard costing, normal 38 '

costing, etc.) new methods appear. Among the &8
others, these are: Activity-Based Costing, Target:

cost methods’ advantages and disadvantages,§
in order to find out, how the cost accountin

function, collects, organizes records an
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analyzes the data of business transactions of a
company in order to present adequate
information to internal and external
stakeholders. Accounting can be divided into two
groups: financial accour.ting and managerial

accounting. Financial accounting has external |
orientation; its aim is to meet the informational
needs of external stakeholders. Financial

accounting’s subject of observation is company’s

cash-flow, and transactions’ recording refers to .
the entire company. Near financial accounting,

because of different. mformatlon needs of

internal stakeholders (owner, manager and

staff), a managerial accountlng is developed‘; |
"-automatlon there are no longer an obvious

which also collects, classifies and summarizes

business-financial data as well as prepares and
presents reports. Managerial accounting doesf i
‘managers to use accurate information in their

it only for the managers. Cost accountlng, as.

central and the oldest part of managenal-‘:f
accounting is a set of pnnCIpIes methods and
procedures of defining cost, revenue and result.‘

information, and means prowdmg these

information for internal stakeholders. Cost'

accounting has internal orie'ntation,‘thus itisin
tune with -~ management structure’s

requirements. Cost accounting as a part of .

accounting has relatively long past Itihas'

existed since the first decade of 1800‘ Durlng

“its life continuously has changed and s
«changing nowadays also. Inthe begmnmg oflts )
' development companies had low technolog;cal,

to technological development, companies
became open for product diversity, managers
spread the company’s profile with new product
lines, and mass-production was slowly changed
by individual products and services. Markets
have become global with competitors offering

high- ‘quality, low-cost goods and services. If a

company wants to remain in the market, or wants

3 o1 mcrease its market share, it has to focus on

speed accuracy as well as to satisfy the

consumers’ needs. This complexity of largely
' automated ‘equipment, product diversity and
i requnreme nts of global market caused the rising

of overhead costs. In addition, because of

correlation: between direct labor and overhead

' costs. This concurrent ‘environment forces the

deC|510n processes Cost information gets amain
role in decision makmg The traditional cost
~accounting systems can not meet the new

i mformatron requ:rements because its rlgldlty
and Slmp“Clty Managers need a “road map”

~ have successful navrgat:on in a company W|th

product and service diversity. It has to be

‘recogmzed that every’ company is special in
some way, that ‘means, every company have a

_speaa! own map Accordlng to this, a cost
accountlng system has to be establlshed that

- can paint a useful picture about the company’s
“.cost structure. This system has to be flexible,

equipment. Bookkeeping was characterized by

“pencil-paper” method. This fact deﬁ‘ned the

cost allocation, because there was a mass—

manufacturing and
overheads were not present 5|gn|f|cantly In
these circumstances direct-labor hours were

suitable allocation-base for, overheald. Thanks

in this period the management didn’t deal with

costing systems too, which aim was to file the
_ost important cost figures in'the easnest way.

‘to be able to answer the new challenges of the

market Although the former mentioned facts
persuade us about the importance of a good

‘¢ costing system in many company tax and

'fmanCIaI accounting are emphasized. Financial
‘accountmg is external oriented. External
production with homogenous products. The cost
Structure was simple, it contains mainly direct’ "
material costs and direct Jabor costs, whrle b
non-manufacturing:

stakeholders care only about the correctness of
company’s overall cost of goods sold and
inventory valuation. Costing systems are turned

to mlanagers,‘Who usetheir datain strategicand
' operational planning, budgeting, product and

. process cost control as well as decision making.

By Douglas Hicks1 the reasons of the fact that
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most cost systems are based on financial
accounting’s rules could be as follows:

First of all, still the experienced
accountants have financial accounting
backgrounds with external reporting orientation.
They cannot imagine that financial accounting’s
cost data can be distorted. The second reason
refers to financial problems. External reporting
requires the use of financial rules, so a cost
system according to these rules must be in use
in an organization. For successful decision
making an implementation of suitable costing
system would be optimal. This means, thatthere
is a need for maintaining two cost systems
parallel. Many managers aren’t aware of the
advantages of the second — alternative — cost
system. They look at it as addition cost to the
company. Third reason could be technical. Till
1980's, computers did not exist. People got used
to computational limits and didn’t think about
complex recording and computing systems.
Accounting Systems

In professional literature there are some
definjtions of cost accounting systems.
Basically, a cost system is a mechanism for
computing unit costs. This mechanism has
several components, which depend on its type.
We have to look at costing systems as concepts
with the aim to “report cost numbers that
indicate the manner in which particular cost
objects use the resources of an organization” A
cost system is just one information source for
managers in their everyday decision, but the

most important one. Essential purpose of any

costing system is to provide cost information
with the aim to help managers to plan, control,
coordinate, direct and make decisions. Purposes
of cost accounting systems are: - t0 define unit
cost of product or service, through assigning
material, labor and overhead cost to products
« to measure inventory and cost of
goods sold, 2
* to provide information for economic
decisions (pricing, assortment),

“ systems can be set up for reachable prices. N =

« to control costs and financial result,

The development of cost accountingcan
be divided into two periods. In the first period
the so called,traditional cost systems were

" developed. The second period started in 1980’s,

when new costing concepts came to spread in
management theory and practice. Traditional
cost systems are: actual-, normal- and standard
costing. The common characteristic of these
systems is that they trace direct costs to cost
object and allocate indirect costs based on a
single plant wide cost allocation base. The
difference between traditional costing methods
is that thev use different prices (actual or
standard) and different indirect rates (actual,
budgeted or standard) in their calculations. All
these methods can be combined by stock-
costing methods. Methods of costing stock are
variable costing and absorption costing. Stock-
costing methods have impact on balance sheet 2
and income statement because of different '_.
treatment of production costs. Using variable _S'
costing, all variable manufacturing costs are 3
included as inventory costs, and all fixed
manufacturing costs are costs of the period in
which they are incurred. At absorption costing,j.
stock “absorbs” all the manufacturing costs. .
Current Costing Systems 3

Nowadays technological achievements, 38
with bar coding and other forms of online
information recording, make it possible the
materials and time used on jobs are being ¥
recorded automatically and complex computerss

addition, the competition in the global marketil
is present with high-quality products combined e
with low prices. Managers can answer to t
market challenges investing into comput
system which focuses on costing syste
supporting successful decision making. Ne
costing systems try to find the appropri
allocation base for overhead costs defi
different cost pools with different alloca
bases by recognizing cause-effect correlat
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between cost and cost nbw(t New costing
systems and concepts are: Target costing,
Department costing, Activity-Based costing,
Variable costing (direct or marginal costing), and
a new concept of management thinking is
Balanced score card. Target costing focuses on
: target cost per unit, which is the estimated unit
§ cost of a product that, when sold at the target
L price7, enables the organization to earn the
target profit per unit. Managers have to
distinguish cost incurrence from locked-in
(designed-in) costs. Cost incurrence means a
resource is used up. Locked-in costs are costs
that have not yet been incurred but will he
incurred in the future on the basis of past
decisions. Locked-in costs are those costs that
are already defined by designing a product. By
new way of thinking we must keep in mind, that
not just a direct production cause costs, but the
preparation work also, and these preparation
jobs order the most of the manufacturing and
non-manufacturing costs. Managers also have
to distinguish value-added and non value added
costs with the aim to be able to offer cheap but
quality products and services. In activity-based
- costing “the objective is to understand overhead
‘and the profitability of products and services”10.
As it can be read at many articles, the activity-
based concept is not an option for businesses
succeed in their future, but it is a
'equirement! That doesn’t mean that every
anization must implement a complex ABC
tem. It means that every company has to
ietermine its true economic costs with
Gerstanding the costs relation to its products
d services, in order to make an appropriate
Gision. Considering the business practice, the
Is implemented mainly by big companies.
Il businesses think that this concept’s
ementation would be very expenses for
» Without enough benefits. It is incorrect,
stivity-based costing is a beautifully simple
ncept that can be adopted in a wide variety
‘Ways” We have to be aware, that small
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mrvnril}._mons are not just little big companies.
They can have the same concepts and theory of
management, but the methods used to put those
theories into practice are different! with ABC
method, companins are making a self-portrait.
And a seif-portrait can not be made using
someone else as a model, because than the
picture will be false. The ABC is the concept to
adopt, not the system to install.

Traditional costing Activity-based costing

Only manufacturing | Manufacturing as well as
costs are assigned to | non-manufacturing costs can

products. be assigned to products
(some manufacturing c2sts
may be excluded from
product costs).

Selling, general and | Selling, general and

administrative expenses can
be assigned to products if
there is a cost effect relation
between them.

A number of overhead cost
pools exist, with different
allocation bases.

administrative
expenses are period
expenses.

Asingle overhead rate
is used for the entire
factory: direct labor-
or machine-hours.
Costs of unused
capacity are assigned
to products too.

Costs of idle capacity are not
assigned to products {only
the costs of capacity they
use).

Negotiating about the current costing

systems, we have to mention the Balanced
Scorecard concept too. This concept was
developed by Robert Kaplan and David Norton.
Management accounting plays a main role in
decision making as well as in the implementation
of the company’s strategy. The balanced
scorecard translates an organization’s strategy
into a comprehensive set of performance
measures. It consists of four key perspectives:
financial, customer, internal business process
and learning and growth.
CONCLUSION

Cost accounting is changing
continuously, trying to be able to answer the
managers’ every day questions. Global market,
international business processes, customers’
growing needs for high quality with low price
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focus managers’ attention to cost management. T atmi
The accounting profession, analyzing the costs have
behavior, attempts to improve the traditional — coun
costing systems, that is, to answer the new Growth PrOSPECtS of Non- bank
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‘India. NBECs play significant role in promoting
inclusive growth in the country, by catering to 3

“servicesto Micro, Small, and Medium Enterprises

" to be nurtured appropriately. NBFCn have
traditionally complemented the role of bank
“sector. They have catered the needs of tho
" borrowers who were not considered suitable bis

* worthiness test of bank. Those customers
~ avail financial services provided by the NBF

sector, particularly in a prospering economy like

the diverse financial needs of customers not ‘2
served by the banks. Added, NBFCs often take 3
lead role in providing advanced financial 3

(MSMEs) most suitable according to their 3
business requireme,nts. The NBFC sector has:
always played a critical role-in encouraging
growth of the Indian economy and hence needs S

the banks. A customer falling in low or middIg
income group may not be able to pass the cre

 Alsobanks play their role in semi urban andr
‘areas only for the purpose of accepting dep
or merely fulfilling the norms of RBI of mee
' priority targets. NBFC are filling these unhea
gaps left by bank in rural and semi urban ar
‘They have also helped in providing vari
financial services in developing smalland m
business. NBFC play there role of credit suj
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