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Chapter 2: Q1, Q2, Q7, Q8, Q12, Q20, Q22, Q23, Q26, Q28, Q30, Q32 Case 43

2-Q1

To make money, one must incur expenses before they can obtain revenue. 

With annual operating costs of $0, a company would cease to have any revenue because you can’t make money without spending any. 

2-Q2

Many companies want to apply cost accounting to specific applications in order to manage costs effectively. 

2-Q7

CMS must have a short and long term goal because in the short term, a company wants its revenues to exceed its costs. However, in the long term, its objective is survival and that depends on acquiring the right inputs from the right suppliers along with selling the right mix of products to the right customers. 

2-Q8

In the short term, CMS can have a degree of inaccuracy because it needs to be timely. If one wanted it to be 100% accurate, the data could not be timely and therefore would cease to be relevant. 

2-Q12
A CMS can’t just be grabbed of the self because it should help managers comprehend business processes and organizational activities. Only by understanding how an activity is accomplished and the reasons for cost incurrence can managers make cost-beneficial improvements. 

2-Q20

A CMS can provide a structure for strategy, which is the necessary link between goals and objectives. In a competitive market, these are absolutely necessary so the managers can perform strategic analysis on issues such as determining core competencies and organizational constraints from a cost-benefit perspective and assessing the positive and negative financial and nonfinancial factors of strategic and operation plans. 

2-Q22

Because some of the largest profits are in cost leadership. When a company can produce a product cheaper than the rest of its competition yet sell it at a similar rate, their profits are increased compared to their competition.

2-Q23

Ability to give a quality education. Because it is a good education, but it’s definitely not cheap otherwise I would have stated so. 

2-Q26

By getting inputs from the right suppliers, one can change their cost structure completely. It is important to have a good value chain supplier if you want to manage costs. 

2-Q28

I think that the motivational elements are the most important since “you get what you measure”. The measurement part is the most important because if someone measuring the data is doing it wrong or allocating data to the wrong place – the information is useless. 

2-Q30

When a teacher doesn’t give me homework or a quiz on a chapter, I probably won’t read it. So, if it isn’t measured, it doesn’t get done. This can be translated into accounting terms by understanding that if something doesn’t get measured then it doesn’t have any motivation to stay in sync with the companies other departments as far as efficiency is concerned. 

2-Q32

Gap identifies the gaps to overcome, prioritizes differences and deploys improvements. For Cost Management, by prioritizing the order in which gaps are to be closed, managers can proceed in an orderly manner with updating the cost management system.

2-Case 43

a. If only a minute percentage ever turned them in then we might lose those people in market share, but we would have cost savings as far as printing and inserting the coupons into newspapers, etc. 

b. By lowing prices, P&G were playing the cost-leadership game. They felt that by lowing prices, they would be able to obtain more of the market. By not allowing coupons they would then be able to afford to lower their prices and still keep the same amount of profitability. 

