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Abstract

Motivation: Contemporary enterprises need useful information to reach success in times
of globalization of market economy. Costs are an indispensable economic category, es-
pecially in decision process. Costs constitute the wear and tear expressed in the financial
measure. Generating costs is reflecting the manner of the conducting business activities.
Costs are incurred to reach the income. Cost is inevitable, whereas income is probable.
Therefore, cost control and cost management matter. The information about cost is pri-
marily used for: regulating the prices, closing the decisional cost and result accounts,
providing ‘activity based costing” analyses (including contemporary ‘time-driven activity
based costing’), as well as budgeting the operational and control costs. The develop-
ment of cost accounting systems results from globalization and growth in importance
of the knowledge in managing contemporary enterprises. Essential premises of the de-
velopment include: loss of timelines of the reporting cost accounting, rise in the automa-
tion and technology in the production, rise in the share of indirect costs in all-in costs
and increase in the usefulness of the knowledge for the costs indirect, dynamic growth
of the role of information in the business administration, increase in the costing awareness
of managers.

Aim: This article’s research aim is to explain the influence of cost accounting instrumen-
tation on managing contemporary enterprises, including the decision-making process.
Results: Knowledge about costs getting from cost accounting, have a significant impact
on a contemporary enterprise management.
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1. Introduction

Modern enterprises should effectively manage the organization to achieve eco-
nomic success The company’s mission is a paradigm of its existence and activity,
including its economic part, while the implementation of the main objec-
tive and intermediate goals set by the owners and managers allows for wise
and effective management at the strategic and operational level. This is also
the implication of dynamic changes in the economic perception at the regional
and continental level regarding strong competition in the markets in the contin-
uous globalization process. At the same time, man is a witness to technological
progress, which also affects the methods and techniques of managing a mod-
ern enterprise. This entails the need to improve decision-making processes. In
modern times, such role is played by the knowledge. The knowledge is an am-
biguous concept, as summarized in table 1.

Semantic knowledge goes beyond information, because it implies the abil-
ity to solve problems, it is the premises of undertaken actions and reasoning.
Knowledge is intuitive, subjective and dynamic, which allows us to draw con-
clusions into the future, while data and information are an objective reflection
of the actual state. Knowledge is the application of information in the enter-
prise’s practice and its quality manifests itself in action (Morawski, 2006, p.
18). However, in the aspect of obtaining and using processed data, knowledge is
identified with the information sensu stricto.

Today’s enterprises need utilitarian information to succeed in a globalizing
market. At the same time, the cost of the economy is an indispensable element
in the effective management of the modern organization. Contemporary eco-
nomic aspects cannot be ignored, especially in the absence of unlimited availabil -
ity of goods, i.e. rarity, profitability categories, i.e. the profitability of economic
activity and the rationality of using controlled resources. The need to obtain
cross-sectional information on the costs of operations determines the deci-
sion-making processes in business management, including its sine qua non ac-
tvity, i.e. production and sales. Costs as consumption of fixed and current assets
are certain, while realized revenues — probable. Reaching the direct reasons for
incurring costs should guide managers in expanding knowledge and intuition,
that is, wisdom in making decisions, including economic decisions. The premise
of striving for success in a modern enterprise may be related to the use of mod-
ern methods of cost management and the instrumentation of the cost account-
ing subsystem, as well as the over-functional management tool, i.e. controlling.
The dependencies between the cost accounting system in the management sys-
tem and the relations between elements of the system are shown in scheme 1.

The purpose of this article is to answer the following questions:

— What impact does the cost accounting system have on the management
of modern enterprises?

— What is the role of knowledge about the consumption of resources and how
to use this knowledge?

726



BB c<ONOMIA I PRAWO. ECONOMICS AND LAW, 19(4): 725-737

— Is it possible to assign a cost to a human being?

The paper at the beginning discusses the creation of knowledge about costs
in the cost accounting model. Then, the systems and formulas for calculating
costs were characterized through the prism of the decision-making process with
the focus on the suitability of cost information from cost accounting in the man-
agement of a modern enterprise.

2. Methods

In the ardicle the research methods were chosen:

— reviewing and evaluating domestic and international literature on cost ac-
counting, management accounting and knowledge about costs;

— deductive analysis and inductive analysis;
analysis of logical.
The conclusions were presented in graphical form at Appendix.

3. Literature review

3.1. Creation of knowledge about costs in a modern enterprise

The increase of interest on the part of the management of modern enterprises

in incurred costs, which entails expenditures in tempora or ex ante, is correlated

with information needs, including the awareness that the biggest role in in-

creasing profit and improving profitability is played by the optimization activi-

tdes in the field of costs and, consequently, efficient cost management.
According to Nowak (2003, p. 9), common elements can be identified

in the concept of cost management, i.e.:

— the subject of cost management includes costs borne by the enterprise for
the implementation of various economic processes;

— the primary information base for cost management is related to appropri-
ate cost accounting systems that take into account the specific information
needs of managing various areas of the company’s operations;

— cost budgeting is an important cost management tool including cost planning
and control, and analysis of deviations between real costs and planned costs

— the basic objective of basket management is to increase the efficiency of us-
ing the company’s resources, which should contribute to increasing profit
and increasing the value of the company;

— the main way to achieve the cost management objective is to improve the ra-
tionality of costs incurred through various measures aimed at reducing costs.
Creation of cost knowledge starts with measurement and valuation. It’s about
answering the question: how much is something worth and why is it worth
this amount (e.g. in PLN)? According to Sadowska (2019, p. 81) standard-
ized methods and measuring tools ensure objectivity, reliability and compa-
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rability of information obtained as a result of measurement. In addition, they

contribute to the creation of an international business language that can be

used by various entities and stakeholders by measuring the same categories.

Accounting system uses such methods and instruments. The role of account-

ing in the theory of economic measurement is of fundamental importance.

Human knowledge about, for example, wage costs of work, i.e. gross costs
of wages, including charges for remuneration in the form of insurance premi-
ums due to the pension body, obtained through financial reporting, gives an
awareness of the labour price. It makes it possible to answer the question: how
much it costs to do a job and how much it costs to involve human resources
in the process of managing a modern enterprise. This implies another question:
whether a company can afford the timely payment of remuneration to employ-
ees and repayment of public law liabilities?

Information on the consumption of labour, land and capital resources is
therefore of vital importance in the effective management of resources. Effi-
cient cost management requires appropriate knowledge of the essence, systems,
decision-making applications, as well as variations of cost accounting, which
affect the scope and nature of information on costs and the possibilities of their
use in management (Kiziukiewicz, 2019, p. 13).

'The essence of the cost boils down to the simultaneous occurrence of the fol-
lowing components:

— consumption of resources (assets, property);

— monetary measure — value (i.e. in PLN);

— economic goal — costs are incurred in order to achieve an advantage, i.e.
revenue;

— unit of time, e.g. month, quarter.

They are often classified in the creation of knowledge about costs. Various
criteria for classifying costs are available, which is justified by the principle
of ‘different costs for different purposes’. The choice of a given criterion is made
depending on the information needs of users about the costs. The general classi-
fication of costs is included table 2.

3.2. Cost accounting model

The cost account is the total of actions in the accounting information system
related to (Nowak, 1999, pp. 15-16; Sadowska, 2017, p. 179; Sawicki, 2000,
pp. 87-89):

— measurement (quantitative and valuable);

— valuation (determination of value in PLN);

— documentation (accounting evidence);

— records (recording, booking operations);

— settlement (division into various cost systems);

— calculation (determination of unit cost, e.g. PLN/m);

— reporting (financial statements, including profit and loss account);
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— analysis (research and evaluation);

— control (verification of the correctness of processes in the cost account);
— planning (budgeting process);

— operating costs in a modern enterprise.

The above activities form the purpose of the cost accounting subsystem,
i.e. developing and providing multi-sectional information on the consumption
of assets. Actions from 1) to 6) are related to the so-called calculation of costs
sensu stricto, i.e. a source of information about costs. On the other hand, actions
from 1) to 9) is a cost calculation sensu largo — the use of information, which
implies knowledge of costs.

According to Nowak (2003, p. 10) ‘the cost accounting model is a set of rules
and procedures according to which the incurred costs are measured and the cost
information is transformed in order to adapt it to the specific needs of infor-
mation users’. The general model of the cost account is illustrated in scheme 2.

'The main task of the model is to highlight the variables explaining the con-
sumption of components: fixed assets (e.g. depreciation) and current assets
and to enable the measurement of the relationship between these variables
and costs, i.e. the explained variable. This applies to the examination and evalu-
ation of already existing processes that shape information about costs as well as
planning. The use of the cost accounting model is to improve the effectiveness
of the intended activities. The pursuit of learning about the immediate causes
of resource consumption determines the development of the model (system)
of the cost account. This development is reflected in the following aspects:

— continuous improvement of existing procedures and principles of processing
data on costs;

— introduction to the accounting theory and practice of new methods of cost
management and cost accounting models;

— change in the direction of using information about costs, from ex post orien-
tation to prospective and anticipatory orientation.

3.3. Cost accounting systems: trends of changes

The management of a modern enterprise is strongly correlated with the deci-
sion-making process. The term ‘decision-making process’ means any actions
that result in a decision to resolve a specific problem. The decision-making
process includes the development and analysis of a set of solution variants, i.e.
variants of decisions and the choice of the best ones (Sawicki, 1998, p. 69).
The so-called problem-related cost accounts are distinguished in reference
to the above, the scheme of which is presented in scheme 3.

The pursuit of knowledge development on the costs and satisfaction of infor-
mation needs caused changes and decomposition of the traditional model of cost
accounting. Systems and variations of cost accounting have evolved, which is
illustrated in scheme 4. Table 3 includes variations of cost accounting and their
applications.
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Modern enterprises operating in the conditions of the globalization process
are increasingly using the Activity-Based Costing (ABC) system and its time-
based modification. The activity-based costing model should faithfully match
the existing state of the organization (Piechota, 2004, p. 188). As emphasized by
Kochanski (2018, p. 127), the activity costs accounting is a milestone in the evo-
lution of the philosophy of cost management using a cost method that is both
reporting (systematic) and management in nature at the same time. The latest
approach does not reject its assumptions; on the contrary it integrates ABC with
the German calculation of planned marginal costs as part of the resource cost
accounting.

The logic of the ABC model operation is based strictly on the relationship:
resources (assets) — activities (processes) — effects (products and services). Its
modified variety, i.e. ‘time-driven activity-based costing’ (TDABC). This ac-
count uses time to settle resource costs. The TDABC model avoids the costly,
time-consuming and subject-biased questionnaire about activities typical
of a conventional accounting. Time equations are used to directly and automat-
ically assign resource costs to performed activities and processed transactions
(Kaplan & Anderson, 2008, p. 23).

In today’s enterprises, the knowledge about costs is usually necessary to:

— setting prices of work products (e.g. finished goods, services, production
in progress) — the price should cover total costs (variable and fixed) and al-
low for the achievement of a margin. Price is a monetary reflection of value.
This is the main (next to the sales volume) element of sales revenues. In ad-
dition, an important decision criterion is related to the so-called lower price
limit, i.e. the lowest price level, for which it is profitable to produce and sell
a given product;

— the analysis of ‘costs—sales volume—profit’, which is a method of studying
the relation between changes in sales volume and changes in costs and profit
(cf. Horngren et al.,2012, p. 77);

— solving short-term problem accounting (decisive) of costs;

— analysis (research and evaluation) of units responsible for costs at the lev-
els: assortments and their groups, areas and types of activity, work-places,
branches, departments, the whole enterprise;

— budgeting costs in the short term — determining the budget of fixed costs
for a given financial year and variable costs;
cost control and planning;

— knowledge and experience in the field of cost creation. Contemporary ten-
dencies in creating knowledge about costs are reduced to the assignment
of the amount of the cost to man. Man is also subjected to consumption.
Thus, consumption affects a person, but expenses to be borne, affecting
a fundamental issue, i.e. health, are still unknown.
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4. Conclusion

Knowledge about costs plays an important role in modern enterprises. Knowl-
edge about costs getting from an information system, have a significant impact
on a contemporary enterprise management. Nowadays, information and its use
is a key element conditioning success on a globalizing market in a permanently
changing world. Effective performance of planning, organizing, motivating
and controlling functions is supported by the accounting information system
and cost accounting meta-system. The general model of cost accounting, along
with its variations, plays the role of satisfying the needs of knowledge about costs
in a given unit of time and in a given environment. The consequences of the deci-
sions made are related to costs and expenses. The cost accounting instrument is
evolving. The use of the selected cost accounting model allows for proper plan-
ning of the use of controlled resources, setting standards and ensuring proper
measurement and adequate valuation as well as effective cost and profitability
management of the modern enterprise. Without knowledge of the amount
of costs, it is not possible to set the right prices or make decisions, especially
financial ones. Knowledge and experience are fundamental features to achieve
success in the modern economic and social environment (cf. Sadowska et al.,
2017, p. 126). Wise management of costs is the basis for rational management
in business as well as in life.
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Appendix

Table 1.
Selected definitions of knowledge

Author Definition

Knowledge is an information submitted for productive use. It is of individual

Armstrong (2003, pp. 161-162) nature and is often difficult to embrace and may be elusive.

Knowledge is comprehensive and exhaustive, explicit and hidden, shared

Blackler (1995, pp. 16-36) and personal, physical and mental, static and dynamic, verbal and encrypted.

Knowledge has become a direct competitive advantage for companies offering

Urlich (1998, pp. 124-134) ideas and relationships.

Knowledge consists of truths and beliefs, views and concepts, judgments

Wiig (1993, p. 15) and expectations; methodology and know-how.

Knowledge is a smooth combination of expressed experience, value, appro-
Davenport & Prusak (1998, p. 5) priately selected information, and expert insight into an issue that provides
a framework for assessing and integrating new experiences and information.

Knowledge is generally the awareness and skills used by the individuals
to solve problems. It covers both theoretical and practical elements and, at
the same time, general principles and detailed instructions on how to proceed.
Probst et al. (2002, p. 13) Knowledge is based on information and data. However, the basic difference
between them and knowledge is that the latter is always associated with a par-
ticular person. It is the work of individuals and represents their beliefs about
cause-and-effect relationships.

Source: Own preparation based on Morawski (2006, pp. 14-15).

Table 2.
Basic classification of costs

Classification criterion Division of costs

Reporting objectives

— operating costs;
. - financial activity costs;
type of activity . . o
- investment activity costs (material investments);

— costs related to special funds.

— purchase costs;
. Lo . . — production costs;
the area of activity (objective of incurring)
— management costs;

— sales costs.

- normal (regular) operating costs;
economic activity — other operating cost;

— financial costs.

. — simple costs;
internal structure of costs
— complex costs.
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Classification criterion Division of costs

depreciation;
— usage of materials and energy;
— external services;

type of costs taxes and fees;

— remuneration;

social security and other benefits;

other costs by type.

costs of basic departments;
— costs of auxiliary departments;

costs creation places — management costs;

purchase costs;

— sales costs.

. . . — direct costs;
the manner of relating costs to objects (carriers) o
indirect costs.

. L . . — product costs (balance sheet assets);
the method of inclusion in the financial report

costs of the period (profit and loss account).

. R individual costs;
cost relationship with work products
— common costs.

. o ) costs of obtaining revenues;
relationship with the revenue achieved . -
— costs not constituting the cost of obtaining revenues.

Decision-making objectives

o ) . - decision-making costs (relevant);
significance of when making decision - . .
— non-decision-making costs (irrelevant).

— cost of lost profits;

other decision-making objectives costs (irreversible);

discretionary costs (appreciation).

. overhead;
degree of dependence on production volume .
— variable costs.

. e fixed costs (useful);
capacity utilisation rate

fixed costs (not useful).

— ex ante fixed costs (in advance);
cost setting mode — costs fixed in tempora (regular);

— ex post costs (after they are incurred).

Audit objectives

biecti q labili — controlled costs (dependent);
objective and controllabili
) v — non-controlled costs (independent).

Source: Own preparation based on Sadowska (2017, pp. 53-60), Sawicki (2000, pp. 83-84).
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Table 3.

Varieties of cost accounting and their applications

Variety of cost accounting

Application

traditional cost accounting

full costs (direct and indirect) as part of pricing arrangements;

— ex-post cost analysis as the basis for the development of cost assumptions and their

implementation;

investment decision-making accounting.

partial (variable) cost
accounting

analysis of the relationship ‘costs—production—profit’;
break-even point analysis;
selection of the range and/or production technology;

other short-term decision-making accounting, such as: special order, problem:
‘create or buy’, resignation from a deficient product, transfer rates.

future costs accounting
(ex ante)

cost management by exceptions (deviations from planning assumptions, budget
budgets);

the ability to manage costs in real time;
including risks and uncertainties in the decision-making accounting.

activity costs (processes)
accounting

linking indirect costs to the reasons for their creation;
‘addressable’ cost management;

‘high’ compliance with reality — basics of the activity-based management method
(ABM).

products life cycle cost
accounting

objectivity of profitability evaluation of products;
cost management at every stage of product life;

implementation of marketing orientation.

target costs accounting

cost management by exceptions (deviations from the target);

the ability to manage costs in real time;

including the risk and uncertainty in the decision-making accounting;
linking costs with revenue and profitability of products;

cost benchmarking;

making strategic choices.

quality cost accounting

quality management;
quality benchmarking;

implementation of marketing orientation.

Source: Own preparation based on Kiziukiewicz (2019, p. 93).
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Scheme 1.

Relations between cost management and cost accounting, accounting system

and controlling

‘ business management system

—

Y

‘ information system, including I'T

—

Y

accounting information system

-

r A
financial accounting cost management: account of costs management accounting <
L

balance policy

‘ Suronuod [epueuy pue euoperado ‘

Source: Own preparation.

Scheme 2.
The general cost accounting model

data on the consumption
of company asstes

relations

research

cost account

the rules of data processing

information about costs

source data about methods

company costs

Source: Own preparation.

Scheme 3.
Problem cost accounting

evaluation

problem cost accounting

A *

»

> . ~ .
prediction decision-making accounting information
and cost research and control
accountin,
models of costs g
A J occasional
estimating the most effectiveness | variant selection | | optimization | information on the

probable level of new of action

production costs,
price calculations

variant cost plans

costs and the useful
effect

costs and the quality
of satisfying needs

potential utilization

profitability of
investments, etc.

choice of technology
or recipe

selection of forms of
supply of the factors
of production
(to create or buy or
rent), etc.

transport problem

allocation of the
production program

minimization of costs
of raw material
components, etc.

Source: Own preparation based on Jarugowa et al. (1983, p. 46).
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cost control
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Scheme 4.
Basics systems and varieties of cost accounting
—I division criterion |—
I I _
12} - 1 - 1 1
- 2 | future costs accounting l(—)i partial costs accounnng| = 2
[SERS S
5] U
£ 2 &3
= ) . B
] | real costs accounting l(—)' full costs accounting | =
| real costs accounting | |full distribution costs accounting| |Variable costs accounting|
| activity costs accounting | | target costs accounting |
—I the method of determining costs and the varieties of cost accounting |—

Source: Own preparation based on Sawicki (2000, p. 93).
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