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 The cost drivers have an identical role with the coefficients used in the 
traditional repartition procedures. Even though they are not equivalent. 
In this way the cost drivers can establish a causality relation between 
products, services and activity consumption. In choosing the cost drivers 
we must consider after H.T. Johnson use to say” that people can’t lead 
the costs, they can only lead the activities that generate costs”. 
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The cost driver is an allocation base for the common costs also 
regarding the activities and calculation objects (products, services, etc.). 
Every cost driver must express a causality relation with the common costs. 
Though the cost drivers are the causality factors that generate the common 
costs. 
 The cost drivers identification its made after an usual method of 
cause-effect analysis because a cost driver must be always the cause of a 
resource consumption. 
 The effective and budgeted costs are followed to the activities. In the 
economic literature there is a distinction between the operative drivers, 
oriented to activities such as provisioning, montage, distribution etc. and 
structure drivers, that are used in the structure activities such as general 
administration, cash flow administration etc. 
 After the activities have been determined, there must be determined 
their costs. For this purpose there are used the information collected from 
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the employees, and also the data from the financial accounting or other 
internal services. 
 In order to calculate the costs through cost objects there is necessary 
the identification of the cost’s cause, the cost driver or cost factor. 
 A cost driver must: 
- have a causality relation with the activity and its cost; 
- be measurable; 
- anticipate and explain the use of the resources that were consumed during 
an activity; 
- based on a resource capacity to support an activity. 
 The cost drivers have an identical role with the coefficients used in 
the traditional repartition procedures. Even though they are not equivalent. 
In this way the cost drivers can establish a causality relation between 
products, services and activity consumption. In choosing the cost drivers we 
must consider after H.T. Johnson use to say” that people can’t lead the 
costs, they can only lead the activities that generate costs” 
  The cost driver has been also defined as a factor that could 
influence the cost object. Any change of the cost drivers generates a change 
in the object total costs. The cost driver is a causality factor for the object 
cost and particularly for the activity. 
 The knowledge of the activity cost drivers is essential for an activity 
administration in order to reduce its cost. In an activity based accounting, 
the certain identification of the causality factor for every activity, would 
allow to regroup the activities with a consumption dependable by the same 
cost drivers. 
 The causality factors identification has a great advantage for the 
activity administration because it would allow to apply effective programs 
to reduce the activities costs, that would act directly over the causality 
factors and would have real cost reduction effects without inducing not 
wanted effects in the form of growth prices for other company departments. 
The cost drivers allow the allocation of the activity costs over the 
calculation objects, and serve as a measure instrument for the services 
delivered. 
 The cost drivers also represent the measure units used in order to 
allocate the common costs. The elements that stand for choosing and 
determining the cost drivers are very important. The two great category of 
elements that stand for the description of the different cost drivers categories 
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are the optional ones and the determination ones. From the point of view of 
the allocation level for the common costs we have cost drivers at process 
levels and cost drivers at activity levels. Generally the cost drivers are 
determined by the way of allocation for the common costs from the 
managerial accounting, as the cost drivers of the activities are established by 
certain measure units. 
 The practical experience has proved that we could talk of three 
categories of activities: main activities and secondary activities. A lot of 
authors consider that the secondary or complementary activities are the 
resources at main activities disposal and without the main activities they 
should disappear. 
 The cost drivers choice must be carefully done, because the wrong 
choice could lead to allocation errors over the cost objects or activities and 
in the end the wrong costs that don’t reflect the reality. 
 In the activity based accounting there are generally used three types 
of cost drivers: 

1. Transaction cost drivers. These are cost drivers that measure the 
frequency of an activity such as: product or services number, the 
adjustments number, the reception number etc. They won’t allow 
a correct allocation of the activities costs over the calculation 
objects in the case that every transaction has the same increased 
resource consumption of the activity. 

2. The duration cost drivers. These cost drivers measure the time 
for the activity to be done. The cost drivers are used when the 
time periods for the activities are not homogenous. 

3. The intensity cost drivers. The use of transaction cost drivers or 
duration cost drivers is not adequate when we have different 
activity resources or different periods of time. There are in this 
case two solutions. Even we make a detailed division of the 
activities in order to make more homogenous the resource 
consumption or we directly identify activity resources for every 
calculation object. In this way, we must allocate directly the 
activity costs on the calculation object that consumed them. 

 The choice of the right cost drivers is very important for ensuring the 
financial information’s quality that would be generated by the activity based 
accounting. The problem looks different when there is not a direct 
possibility for the direct measure of the activity volume and where there 
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must be identified a measure that should be related directly with the activity 
complemented level. In this case there is recommended that we mustn’t 
retain as cost drivers only the activity measures that already exists in certain 
actual information systems(accounting, human resources, etc.), in a manner 
that should reduce the implementation cost for the accounting system. The 
precision level in choosing the cost drivers, in the manner the existent 
information allows, must be established in relation with the information 
needed for the decisions and the control of the company’s administration 
and also with the precision cost obtained by collecting and measuring the 
relative information to a cost driver that doesn’t exist yet in the company’s 
informative system. 
 In an activity administration opinion, choosing a cost driver could be 
oriented in order to reach two different objectives: 

1. The right representation of the resource consumption in activities by 
the calculation objects. 

2. The orientation of the employee’s behavior by choosing as cost 
drivers the ones that determine the company’s members to take 
decisions concerning the activities consumption that can allow the 
achievement of the strategic purposes. In order to function as a 
behavior driver, there is needed for a manager’s performance 
measure tool based especially on budget and financial elements. We 
must also notice that the activities with the same cost drivers will be 
grouped in only one grouping center based on activities without 
being affected the activity costs allocation over the calculation 
objects. 

 For Miller and Vollman (1987) the cost drivers are not connected to 
the activity volume, but to the transactions that involve material or 
information changes. The authors define four transactions types that lead the 
common costs: 

- logistic transactions – we talk about command, reception or delivery;    
- transactions connected to the balance of the provisioning function, 

fabrication, maintenance; 
- quality control transactions – back or forward, mainly in the return 

administration; 
- transactions regarding the changes and keeping to day – all 

operations generated by a product or service modification (launch, 
diversification). 
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 Many authors admit that the need for cost reduction has driven to a 
cost drivers based management. The cost can be controlled by controlling 
the cost drivers volume. But by this kind of management it can be reached, 
says Johnson, to an improvement of a work that mustn’t be done or the other 
way, the elimination of a needed work. 
 The cost drivers represent the innovative part of the ABC system, 
but are also the most expressive ones. 
 The possible cost drivers can be the allocation basis used in a 
traditional manner in order to allocate the common costs but there can be 
also added some cost drivers. 
 In order to produce a more pertinent cost the ABC system tries to 
allocate the common cost by the allocation base that presents the causality 
relation between the activity and the product or service that consumes the 
activity. 
 Having in mind that some authors see in the ABC method not a 
revolutionary method, but a cost system refining, the cost drivers can be 
considered some evolved allocation basis. The cost pertinence obtained by 
the ABC system depends by the cost drivers number (a large number of cost 
drivers could lead to arbitrary allocation basis) but also their nature. 
  

CONCLUSIONS 
 

Terminological, a cost driver is an allocation base that presents the 
causality relation, according to the principle that any modification at the 
cost driver level would cause a change at the cost level. 
 The cost of many departments can be allocated on the activity center 
through the common costs. These department common costs include: 
planning, product engineering, goods administration, informative system 
provisioning, property taxes, insurance etc. 
 The allocation base is a variable that changes the activity costs 
behavior on short term if these costs are variable, but also on a medium or 
long term in the case of constant costs. The allocation base can be the same 
for many cost categories if there are shaped by different units but are 
connected in a stable way. For every group of activity costs, a measure unit 
of the activity serves as a cost allocation base.  
 In order to determine the activity cost, we need also the financial 
information but also some information concerning the products, services or 
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customers. Regarding its behavior the ABC method can join the total types 
methods, because in the cost composition we can find all the costs, direct, 
common, correctly allocated function of some elements or certain cost 
drivers. 
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