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Abstract: While price competition remains a reality, we witness new 
forms of competition such as diversification of the technical, delivery, 
providing after sales service, product recycling spent by sales finance and 
lease rates, etc. Thus becomes a multi-dimensional performance as the 
result of a combination of processes: the minimum price, maximum 
quality and strict delivery prices. Therefore, value, or market price 
obtained is determined according to the attributes (quality, delivery time, 
degree of innovation, etc.). So, firm performance, measured in terms of 
profitability and liquidity depends on its capacity to market expectations. 
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In the current environment, the market evolved, characterized by a 

demanding application in terms of quality and customization of products, 
due to competition becoming more intense and a gradual saturation of basic 
consumption needs. While price competition remains a reality, we witness 
new forms of competition such as diversification of the technical, delivery, 
providing after sales service, product recycling spent by sales finance and 
lease rates, etc. Thus becomes a multi-dimensional performance as the result 
of a combination of processes: the minimum price, maximum quality and 
strict delivery prices. Therefore, value, or market price obtained is 
determined according to the attributes (quality, delivery time, degree of 
innovation, etc.). So, firm performance, measured in terms of profitability 
and liquidity depends on its capacity to market expectations. 

Full costs are assigned three major disadvantages: 
q inclusion of information irrelevant to decision making: the 

methodology of full cost allocation concerns the entire mass of 
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the product cost, including cost factors completely unrelated to 
information is inevitable; 

q need basis (keys) distribution: because not all production costs 
are directly attributable to each product, indirect costs need to 
attach to each product advertising choice of key distribution. 
That these are not always objective, can damage the relevance 
and reliability of cost information. Lack of objectivity chosen 
key distribution leads to the phenomenon of subsidizing the cost, 
the costs of a product are affected each other, making it the latter 
less profitable than it actually is; 

q opportunity: the full cost is certainly a reliable information (as 
obtained after the whole production process has been completed 
and all information centralized costs were taken into account), 
but in terms of timeliness, this information has to suffer. 
Obtained at the end of the production process is very possible 
that she may not be available for a decision taken earlier. Full 
cost information remains appropriate in the context of a 
relatively constant volume of production and sales, ie a stable 
environment. 

Belonging to the competitiveness of enterprises able to maintain a 
continuous dynamic of technical progress and innovation management as 
outside market developments occur and change the internal conditions of 
production. Increase tech production and disappearance leads to attenuation 
difference between the concept of direct labor and indirect workmanship, 
which calls into question the concept of full cost. 

Increased automation of production and service development 
activities result in the declining share of direct expenses and indirect costs in 
cost growth. In these circumstances, allocating indirect costs using a base 
allocation, which is often a factor increasingly less representative of the 
value creation (direct labor, direct materials or direct costs overall) by 
businesses, leading to provision of information irrelevant cost, which does 
not reflect reality. 

Even analyzing the performance of responsibility centers, which 
often correspond to functional structures of business and which have some 
autonomy in decision making can not provide a representation of the cost of 
support (with research and development, quality assurance, etc.. ), which are 
mostly indirect costs can not be explained by the volume of direct costs, but 
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other dimensions such as complexity, variety and flexibility. Moreover, the 
cost of activities "support" corresponds most frequently consumption of 
resources, which is done in several functional structures. 

Full cost method in its classical variant, corresponding to an 
industrial logic of the enterprise and is focused on controlling direct costs, 
which decrease for indirect costs. Thus, information on the full cost of a 
product, service or order becomes irrelevant, as guided by cost management 
efforts so insignificant and is not sufficiently helpful in making decisions. 

In this respect, it was found that the practice of full cost produces a 
classic phenomenon of "subsidy" from the full cost of different products 
which have a common base distribution (most commonly: direct salary 
costs, costs of raw materials and direct or Overall direct costs). More 
specifically "subsidy" from the full cost makes some products to increase or 
decrease costs to the detriment or benefit of other products. 

Are identified the following types of "effective subsidy" 
q business diversity and heterogeneity effects due to costs, 
q  effects due to batch size,  
q effects related to investments to increase labor productivity. 

Although business method provides a finer analysis of indirect costs, 
as against the classical model of full cost, as a more efficient management, it 
presents some limitations. Thus, determining the volume of different 
inducers cost implies the existence of physical indicators, which usually are 
not followed, hence the need to introduce a system for measuring activities. 
In addition, the distribution of spending on activities related to the bias 
remains because it is difficult to separate each activity during the work of a 
person who operates many activities, often administrative. Also, the work 
requires a method long period of assimilation, before widespread use within 
an organization. 

However, cost per activity is a cost model which adds relevant 
information used by management in pursuit of a business cost. 

If full cost methodology concerns the allocation of all production 
costs on products, the proposed approach assumes partial cost allocation to 
products only a certain part of the meal costs. 

The advantages of method are: 
§ method allows short-term analysis, where the company is not in a 

position to change the production capacity,  
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§ calculation is simplified since only variable costs are allocated 
indirect. In terms of cost management through this simplicity 
leads to rapid information necessary decision (opportunity),  

§ allows a better control of expenditure,  
§ highlights the most profitable products (those that provide the 

highest margins). 
The disadvantages of the method are: 
§ stock assessment is made at the partial cost, additional 

calculations are needed to determine the total cost used in 
financial reporting,  

§ not always distinguish fixed cost variable cost is easy. 
Direct costing method developed offers a high degree of flexibility 

in making decisions about each product. It may respond to decisions to be 
taken when an unstable environment, such as changes in volume of fixed 
costs and sales volume, changes in variable costs and sales volume, changes 
in variable costs, fixed costs and sales volume. 

Scope of management control tools is extremely broad, ranging from 
those aimed at informing policy makers (costs) and those that seek to 
control behavior (responsibility centers). At the junction of the two types of 
instruments are standard. On the one hand, their use gives managers a 
powerful tool to control costs (especially those from the prices paid and 
quantities used), by establishing "rules" intended to be achieved during 
operation. Furthermore, analysis of deviations, exceptions to these rules and 
establish responsibilities strongly influence employee motivation, 
substantially changing their behavior. 

Undoubtedly, the use of standards providing policy makers with a 
number of advantages, among them and could include: 

§ use of standards makes it possible to implement the cost 
management,  

§ standard costs facilitate planning of cash flows and stocks,  
§ as long as practical standards are used (not ideal), they promote 

efficiency and economy, employees become sensitive to 
variables such as time and cost. Moreover, standards are a good 
system for granting incentives materials,  

§ standard costs are most suitable for businesses organized centers 
of responsibility. 
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Although significant benefits of using standards must be recognized 
however that may be inherent difficulties faced by managers in using 
standards. In addition, inadequate practice standard costs may lead to 
adverse behavioral problems in an organization. Most often, managers use 
of standards raises the following difficulties: 

§ difficulties in determining variations, deviations, which are 
significant,  

§ with centering only on the management changes that exceed a 
certain level (significant changes) in the decision making process 
can be omitted other relevant information such as trends,  

§ if managers' compensation is dependent on system standards 
Some managers may have a tendency to cover (or decrease) 
except bad or not report them all. Conversely, managers oriented 
criteria of efficiency and economy could make decisions oriented 
smooth running of business, but can not get positive results, 

§  the default implementation and management standards, provides 
a shift in powers who oversees . Thus, they must focus only on 
deviations (significant), lost in a vision the whole process 
somewhat. Standards cultivate a critical attitude to the employees 
by establishing responsibilities. 

Difficulties in determining variations, deviations, discussing in terms 
of cost calculation tasks (control of economic efficiency, pricing, analysis 
and monitoring results), cost calculation have the following limits: full cost 
calculation is based on cost sharing in direct costs and indirect costs on cost 
carriers. This distinction ignores the dependence of activity costs against 
costs (variable and fixed costs), settlement costs therefore cost carriers is not 
made rationally, ie in relation to incurring them.  

In these circumstances, therefore errors are present by failing 
dependency of activity, namely the functional relations between costs and 
outputs. 

So, it appears: a fracture in terms of technology sharing identical 
fixed by treatment of indirect costs (common) on the translocation of fixed 
and variable costs, an arbitrary fraction fixed costs related to the causation 
aspect of enterprise reference quantities. 

In terms of information, results based on these orientation errors 
hidden dangers in misuse of the management evaluation and control of 
economic efficiency and decision making processes. 
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Any normal costing is directed, at least primarily, in relation to 
amounts actual costs of previous periods, the empirical findings. It provides, 
therefore, to control economic efficiency, cost-oriented standard retrospect: 
calculating deviations of activity (normal cost functions) and to eliminate 
the influence of production factors (settlement prices). Instead lacking a 
standard of comparison insurer required as a condition for effective control. 
Cost control based on standard costs from previous periods is an 
examination of the relative economic efficiency. Absolute control of 
economic efficiency requires that those standard indicating consumption 
planned costs of inputs that can be accepted: 

§ production data in terms of the plan period,  
§ for obtain a quantity of outputs planned  
§ under the strict supervision of variables (factors) influence 

cost. 
Discussed in relation to the normal cost calculation rigid, rigid cost 

calculation plan has the following features: 
§ assumptions ensure better control of economic efficiency based on 

responsibilities as evaluation unit priced plan, cost deviations may 
be subject only to the quantitative elements of cost structure. So it 
eliminates the influence of input prices. 

§ develop specifications based on cost factors influence planning 
costs. These tasks, in principle, better suited as benchmarks to 
measure actual costs, deviations are not only errors of estimate 
(approximation). 
Cost calculation process brings news on highlighting product costs 

for long periods. Compared with the traditional calculation of full cost 
method of allocating common costs in the calculation of indirect costs to 
process an advantage. But it is doubtful whether such advantages are 
maintained compared to the marginal cost calculation plan or calculation 
based on contributions to cover (margin product). 

However, in future, at least for those enterprises that do not yet have 
a plan based on a calculation of marginal cost or a calculation of 
contributions to results, in terms of share of fixed costs continued growth 
across fixed costs, the question will be placed continue to share the costs of 
trial. In addition, a process costing can be implemented with a plan costing 
without compromising its application in industry. 
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The rapid pace of the competitive dynamics of a binding undertaking 
appropriate approach based on forward thinking production lines. 
Problematic whole chain of value creation and service related functions 
must be resolved no later than the beginning of volume production. Properly 
marked to market orientation requires all participants in the company from 
time to worry about the problem of batch to batch. Only through united 
efforts and could achieve a cost level that would provide a preferential place 
in relation to competition. 

Advantages of the new concept of controlling be seen: 
- sectorial delimitation of responsibility,  
- support operational decision making in areas of product design; 
- efficiency on management corporation and divisions; 
-  increasing adaptability to changes in the environment,  
- avoiding lack of correlation loss through organization-wide 

project areas and clear delegation of responsibilities for each 
man-shortening design and development,  

- and avoiding costs modified by the early knowledge of 
engineering design teams. 

To apply a consistent cost-oriented management objectives, amid the 
current market situation and environment, there are rational alternatives. 
The new organizational structuring information systems oriented procedural 
chain to be created and a market driven orientation objectives, companies 
will be able to adapt to future needs and strategic needs. 
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