Cost Accounting

The objectives of cost accounting are :
(a) To aid management in their pricing policies.
(b) To control costs and operating efficiencies.
(c) To provide adequate data for future planning and,
(d) Inventory valuation. ol
In order to achieve these objectives, the cost accounting
| records are maintained in such a manner the cost accountant pre-
sents this information to various levels of management to help them
in their day-to-day decision making process. The traditional role
| of costing in textile industry bas been to find the total cost
on historcial basis to meet the objectives of pricing policy and
<m§mﬁ_._ob. However, this does not serve the various diversified
purposes of the textile management. More mu.a more E.%ozmuoa
is placed to standard costing and techniques like Bﬁ.:m_mm_ costs,
which help the scientific pricing policies and the right product
mix and also planning and controlling the operation. The 8::
cost of any product consists of the following components such

as: raw material, direct material, direct labour and overheads.
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Processing -

In case of wet processing, the raw material is grey ¢,

Direct materials are the dyes, ommeomE mnm the on_.mm ang
packing materials which can be m:mn:v\.aom:mna With the fy,
product. The cost 1s directly in proportion to the quantity DIo-
duced. The costs of direct labour and overheads are called ¢y,
version costs. The variable overheads are power, steam, Water,

consumable stores, breakages etc. The fixed overheads cap he
classified as : .

g. mo.
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ing groups may be arranged.

(1) The cost of owning the .
machines, such d jation
insurance, property taxes, etc, ’ ag Cepree ’
(2) The space cost such as d -
. epreciation and insurance on
puilding, rent rates and taxes, etc. ’
he ¢ i
'(3) The cost of running the machine such as indirect wages,
salaries, €tc.
.(.4) The cost of maintaining the machine in its working
condit1ons.
'(5) The cost of various service departments such as time
keeping, Stores department, factory administration, etc.

. The overhe'ad expenses tend to remain relatively constant
despite changes in the levels of production. However, there are
certain expenses which contain an element of both fixed and
variable and so termed as semi-variable or semifixed overhead, €.8.
stores, supervisory and other staff salaries. The next step in the cost
process is to arrive at the cost per machine shift of cost centre by
dividing the total cost of each cost centre. If'we know the produc-
tion per machine shift in terms of kg. or meter of _each sort it can
be arrived at. For arriving at the total cost of .a sort, we should
have the complete process flow chart so that the total cost can be

calculated. To arrive at’ the correct cost of product per process we
must have a good system of maintaining Pproper production
records and machine activity data. Cost.in various departments
like bleaching, mercerising, dyeing, printing, packing and folding

are as under:

Bleaching department
In this department the costcan be worked out on the basis

of paise/metre or paise/kg. of fabric bleached. Itis worked out
seprately for different types of machines €.g. J-box, Kiers open
width bleaching. The cost can be divided into conversion costs
and direct material (chemical) COSS. The conversion cOSts per
machine shift is being worked out on the basis of actual expenses
and the number of machine shifts worked on the basis of actual
kgs. of every fabfic bleached and the cost per kg.

The costing may be done for various varieties depending
upon the following parameters (1) Batch size (2) Rate of produc-

tion (3) Chemical recipes. Based on these parameters the follow-
(i) Cotton and synthetic blends;
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D |

abric for dyeing; (iv) ¢y
Our?

(ii) Fabrics for full bleach; (iii) F
woven fabric. d
Mercerising department
The cost is basically the cost of caustic soda (NagHy |,
and neutralising agent. The cost dcpcndspa”
On:

from the wetting
(i) Caustic soda carried by the fabric at impregnation Stage: (._.
b ll)

More the recovery of caustic soda, lesser will be the cost; (iif)
of recovery (which largly depends upon the cost of steam apq t‘;st
1¢

efliciency of the plant).

Dycing department
on the basis of the class of dy
€s

Costs are calculated firstly
ntage of shade dyed light, medium or d rk. For i
e

trol each recipe cost should be worked .
used for the purpose of

and the perce
purpose of cost con
shade-wise whareas group cost should be
pricing.

Finishing department
Cost may be reported as per the type of finish imparted into

the fabric.

Printing department
The cost is worked out separately for roller, screen, rotary

or table printing and for the class of dyes used. It also depends
upon style of printing and the area covered by prints.

The conversion cost per machine e.g. resist discharge or

direct shift can be easily worked out. The production norms can

be worked outon the basis of average length and number of
machines per design, set up time of the design, matching change
ti.me and running speed of the machine for various designs. The
direct materials cost depend on colour strength of each dyein

the.package; chemical cost of various types of dyes; colours per
design; colours used; coverage of the printing; penefration of the
colour and width of the fabric.

| By fixing the norms too, each variable, we can work out the
recipes for various groups of designs for different fabrics and work
outa representative cost to serve the purpose of pricing. An
absolutely correct method of costing would be to record. the i
of machine hours worked for each design and the dyes aﬁd chem'"
cals actually consumed for the same. For Soaping, ageing, folding
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d baling the cost accounting procedure is same as in bleaching

acpartmcnt.

yeed (or standards costing

In this, the costs are worked on the basis of actual expenses
qnd the actual production for the period. The standard costing
is nethod of ascertaining the costs  where by statistics are pre-
ared tO show the standard cost, the actual cost and the difference

hetween these costs, which is termed as the variance. The vari-
ances worked out areé for material price, material usage, labour

verheads budget or rate activity and efficiency.

lement the standard costing system, W€ have to set

e of each and every cost centre whether pro-
) Per-

ysage: 0
To imp

standard areas in cas

dJuction OI service. They are: (a) Activity of capacity; (b

formance standards; (c) Expenses standards.

Standard costing reveals :

{ The actual performance is readily comparable with the

pre-detcrmined standards showing separately favourable oOr

adverse variance.
2. The variance can
ment to investigate efficiency rate o

be analysed in detail making the manage-

f labour, materials, and opera-

tion of machines.
3. The principle of ‘Management by Exception can be

applied without spending time or searching through unnecessary

information but can concentrate attention on important factors.
4. Gains or losses due to market fluctuations in prices of
raw materials as distinct from variation due to manulacturing

conversion are revealed. _ _
5 The effects of costs of variation in the price and use of

materials, the ratio of labour wages, the volume of production and
altered expenses are demonstatcd at short intervals.

Cost of damage and reprocessing : :

The damage percentage of an average is about 7 per cent of
the loss of value of sales realisation. Similary 2 per cent to 3 per
cent of the dyes and chemical cost is wasted due to reprocessing
of the fabric. Proper recording system is necessary to work out
the costs of damage. It should be remembered that a unit having

.Sale turnover of Rs. 5 crores and 7 per cent damage can increase
itc meafis 1n D+ 1075 lakhs, if the damage is reduced by 2 cent.
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Thus, the objective of g textile mj
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