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ABSTRACT 

This paper presents a modality of control and cost analysis based on the results account of Activity-

Based Costing method. The results account model and situations for determining deviations are 

presented based on the purpose, composition and classification in the existing literature. There are 

presented the statements for determining costs deviations resulting from their control and analysis 

in terms of pilot indicators, all highlighted by a case study application. The article ends with the 

authors' conclusions about the advantages of these syntheses accounting statements specific to ABC 

method and using it as a main source of rapid and accurate decision-making for the management at 

interentity level. 
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1. INTRODUCTION 

The purpose of this article is to present the advantages based on the model of results account 

of the ABC method, model which has been resulted from research conducted in enterprises in the 

industrial sector in Romania. National and international literature has not presented a well-defined 

model in terms of management accounting methods used, for which we thought of finding a model 

to help accountants and managers of organizations in making appropriate management decisions as 

soon as possible. This article is addressing all managers and professionals interested in drafting a set 

of standard managerial accounting synthesis accounting situations like for instance those in financial 

accounting. We provide only a start-up model in the editing and concentration of information 

needed to control and analysis of costs from both department heads and managers from 
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organizations. Also, we tried to find answers to some questions like: How will retrieve data from 

financial accounting to management accounting, according to the specific of ABC method? The ABC 

method provides sufficient information to achieve an effective control and analysis of costs? The 

information is relevant for management and complex managerial decisions? 

 

2. REVIEW OF RELATED LITERATURE 

Following research undertaken by various specialists in the field of management accounting, in 

the specialty literature have been identified four patterns of results accounts.  

The first model type identified the functional results account is the best known and generally 

accepted only in the countries of monism accounting practitioners. Being found in the financial 

accounting, classification of expenditure is made in relation to the functions of an enterprise 

according to the way of its management accounting structural organization. In reality, this model has 

more disadvantages than advantages. Due to territorial independence, some decisions may be 

wrong and would eventually lead to lower overall level of profitability of an enterprise. 

The second model identified the results account list type is the most widely used in countries 

of dualism accounting practitioners as a form of more approved communication of financial 

performance of an enterprise, regardless of the activity sector. The advantage of this model is 

limited to "added value" that is defined by reference to two success key factors, namely: the market 

and the customer. Judging by the accounts, management accounting can be arranged in two ways: 

either by integrated organization with the use of different analytical of financial accounting or by 

dissociated organization with the use of accounts by holding. We have turned our attention to the 

second version of the accounting organization including, on the one hand, the existence of financial 

accounting, and on the other hand, the existence of management accounting. According to the 

Romanian legislation, the analytical accounts of managerial accounting allow the following 

operations:  

- Acquisition of accounts of expenditure from financial accounting, for which purpose it is 

better to draw up "conversion table" (table 1) in order to ensure control over recorded operations. 

After this conversion is done to separate the embedded costs not captured under way to 

incorporate the costs in the cost of production, namely pooling expenditure: direct (the objects of 

calculation) and indirect (based on work processes and then, by their nature, according to the 

specific of the ABC method). 
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Table 1. Conversion table of expenditures from financial accounting. (Class 6 “Expenditures”) in 

management accounting (class 9 “Management Accounts) 
 

 

- Recording, tracking and control of production made during the reporting period, that the 

production in progress (unfinished); 

- Recording, tracking and control of deviations between actual costs and registered prices of 

the manufactured products;  

- Transfer to management accounting/financial accounting of the actual cost of production 

obtained and related cost differences.  

In treatment of the incorporated and unincorporated costs still appear the suppletive 

expenses, i.e. those expenses that you find only in analytical accounting or management accounting 

and not in financial accounting. Schematically these issues appear as follows: 
 

 
Figure 1. The degree of incorporating the expenditures in the total cost  

 

The third model, the partial result account type is characterized by the ability to easily 

determine specific indicators (balance point, cover factor) and it is convenient for the management 

in decision-taking, particularly in the short term. However, it requires a separation of variable and 

fixed expenditures in pursuing this type of results account (which, in the ABC method is not possible 

as the fixed expenditures become variable if you carefully examine their cause).  

An interesting possibility for determining the analytical result we are meeting in the case of 

Activity-Based Costing (ABC) method. The total amount of value activities enables the provision of 
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expenses nomenclature, however, ignored and essential for managing an enterprise. In an allocation 

by functional service, which the enterprise knows but this does not allow identification of the real 

causes of the evolution costs, the ABC method (Activity-Based Costing) substitutes a new results 

account in which the expenditure are no more the lines by their nature or the costs of various 

functional services but the resources consumed by activities. This causes the fourth results account 

model, namely the results account on activities that best matches the requirements of the ABC 

method, transversality and related processes structuring activities. 

 

3. GENERAL CONSIDERATIONS ON THE RESULTS ACCOUNT OF THE ABC METHOD. 

DEFINITION, PURPOSE, CLASSIFICATION 

The activity result account (ABC) is that synthesis document of management accounting that 

allows viewing gains and/or losses on the activities and processes carried out internally. Whatever 

the model of results account chosen by an entity may be, it must aim at maintaining the relevance of 

information. If the monist system leads to loss of relevant information provided by the results 

account, an entity must find the way that information on costs to be relevant and to be total. ABC 

method solves this issue, but remains the publication of information. Most companies worldwide 

that have already implemented the Activity-Based Costing system maintain in parallel the classic 

costing system, just out of the desire to use the financial statement reporting. The purpose of the 

results account information provided by the ABC method is to provide an overview of the 

developments pursued by the management to set up objectives and decisions relevant to proper 

management. The purpose and the role of the information in the results account of the ABC method 

can be viewed in the figure 2. 

 
Figure 2. Purpose and role of information provided by the results account of the ABC method 

 

 

The architecture of the transversal organization of an entity describes the strategic actions to 

establish processes, activities and operations. Here are described the actions from the operational 
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point of view and in detail, while activities and processes regroup operations according to a logic of 

the outcome per client. The transversal organization defines the entity’s quantitative needs of staff 

for each activity or operation. Transversal organization highlights the links necessary for carrying out 

the corresponding operations. They describe the relationship where responsibilities are exercised. 

Transversal organization of an entity defines, through the notions of frequency and capacity when 

actions become feasible. It ensures that the entity is able to produce what has been determined in 

the strategic plan, taking into account available resources (people, equipment, IT media, etc.). From 

this point of view, two results accounts may be established in the management accounting: at the 

global level (table 2) and at the product level (table 3). A more comprehensive picture is obtained 

when comparing the results account of many products. In drawing up the information necessary to 

organize the results account of ABC method, the conversion table between the financial and 

managerial accounting of the entity will be drawn. 

Table 2. Example of results account at an entity level 

 

Table 3. Example of global results accounting broken according to the activities for “N” products 
 

 

 

4. CONTROL AND ANALYSIS OF COSTS OF THE ABC METHOD 

In order to obtain relevant information, the control entity is organized identifying causes of 
deviations recorded. According to the specificity of the ABC method, we can construct situations of 
deviations, as follows: 

a) at the level of the entity: 
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b) at the level of the product (s): 

 

 

 Indicators are identified in order to measure the achievement of the objectives and to supply 

information that allow the management to take efficient decisions. The finality is obvious and allows 

the entity to improve its performances by the means of competitiveness. The way in which data are 

presented must be most relevant. That is why there has to be a clear distinction between the 

notions of information and indicator.  

 Information is a measure of a phenomenon in the field, while the indicator is the result of a 

mathematical calculation. Information can be measured and refers to data that can be found within 

the entity like: quantity of production, costs, number of rebuts etc. The indicator represents the 

report that allows the comparison of the achievements with the objectives or other references. 

 How is an entity piloted? Are the data offered by the results accounting of the ABC method 

sufficient or are there also other information necessary from outside the management accounting? 
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How do we group indicators? These are three questions we shall try to answer in a scientific, 

argumentative way.  

 Piloting represents the technique of strategy development in actions that are to be fulfilled, 

being formulated by the management of the entity. Even actions of the personnel can be part of the 

strategy. The piloting indicator represents an element or a set of elements of informing, 

representative in related to a certain objective, and resulted from the tangible measurement or from 

the observation of a state, a phenomenon or a realization. The performances of each activity are 

evaluated through indicators with levels and evolutions that will be compared with the previous 

objectives, norms or results. The piloting of the entity is therefore indispensible for the realization of 

the strategic objectives and is first of all an action on behavior. We must choose the indicators, and 

to direct the individual or collective behaviors in accordance with the strategy. Thus, we can group 

indicators according to the instruments of monitoring and measurement of performances we use. 

For instance, the conditions the piloting indicators of the dashboard must fulfill are as follows: 

 1. They should be simple and a few only (3-5 per activity); 

 2. They should be clear, concise and perfectly understood by the persons involved; 

 3. They should follow a certain strategy (indicators entail the strategy for various centers of 

decision); 

 4. They should present a certain tendency of evolution (they adapt according to the strategic 

evolutions). 

 Pilot indicators have the following functions: 

 - Identification and prevention of negative deviations; 

 - Measurement of the performances of processes and activities, due to the fact that they are 

linked to the operational plans; 

 - Monitoring of the objective achievement; 

 - Monitoring of the competitive environment; 

 - Support for the responsible people in achieving their objectives. 

 Pilot indicators are therefore a source of useful data for all hierarchical levels. Each of the pilot 

types further develops into specific indicators like follows: 

 - Pilot indicators of the activities and processes that measure the actions carried out within the 

functional services for the implementation of the defined strategy. 

 - The strategic pilot indicators that measure the action according to the competitors and the 

competitive environment. 

 - The pilot indicators of the results that measure the degree of achievement of the objectives 

of operation.  
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 The objectives of improvement of performances can be of various types, as was previously 

stated. Therefore we may distinguish the following typology: 

 1. Objectives related to the volume related or to the level of activity. These indicators express a 

volume of activity obtained during a defined period or of a foreseen objective of the same type. 

They measure, within the framework of optics of improvement, the level of an activity (generally the 

number of supplied “outputs”). One may take into consideration the number of contracts with 

clients, suppliers, internal or external cooperation, deliveries (monthly or quarterly) etc. done by a 

company. The aim of these indicators is to underline the volume attracted following the contacts 

with partners in a definite period of time (monthly or quarterly). One may also take into 

consideration longer periods of time (1 year for instance), but the results should be rather for a short 

period in order to be able to take most rapid and efficient decisions. The general form these 

indicators may have is the following:  

N

driverCost
          (1) 

Where:  N = number of management periods. 

2. Objectives of efficacy and efficiency. Indicators linked to the efficiency objectives reflect the 

variations of the turnover at the modifications of the cost inductors used by a company. The general 

form these indicators can take is the following: 

x100
NT

NT1NT
Efficacity
I


         (2) 

  Where: 
driverCost
N

T
NT           (3)

   NT = Average turnover per order; N = number of management periods. 

Indicators linked to the efficiency objectives reflect the hourly variations at the modifications 

of the cost inductors used by a company. According to the ABC method, the general form these 

indicators can have is the following: 

x100
NVh

NVh1NVh
Efficiency
I


         (4) 

Where: 
ordersof Number

N
Vh

NVh          (5) 

Vh  = average volume of hours per order; N = number of management periods. 

3. Quality (or non-quality) objectives. These indicators measure the level of reliability (or non-

reliability) of an activity as related to the objective of the total quality. This serves to the calculation 

of non-quality costs. The form these indicators can have is: 
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)(objectivedriverCost

n)...1(activitydriverCost
        (6) 

Where: 1....n = activity number from the list (activity catalogue; objective = total quality 

(100%).  

The more this rate closes to zero the more the quality of the delivered products closes to 

100%. 

4. Cost related objectives. These indicators will measure the cost and the evolution of the 

resources consumed by an activity. They allow the study of a possible externalization of the 

subtasks. The general form these indicators can have is: 

 
driverCost

Cost
          (7) 

Where: cost = the cost of an activity; cost inductor specific to the activity (product). 

5. Objectives related to the delivery terms. These indicators measure the delays in performing 

a work and with this title, participate in the measurement of the normal value per clients. The 

general form these indicators can have can be expressed as follows: 

 







 x360

Turnover

customerinvoiceValue
360        (8). 

Previously we presented five large categories of indicators used by the ABC method. This does 

not mean that for each activity we have to determine and interpret all the indicators by means of 

the five categories. But, the interest of this multitude is to supply an approach able to ensure the 

examination of activities from all possible points of view, starting this way from a correct choice of 

indicators. The most common model of consulting operations, activity drivers, activity centers with 

the directions of information transmittal within the ABC method is that of the Activity identification 

sheet. Before being consulted and understood, the indicators for this activity are defined in a precise 

way in order to be measured and calculated easily. Indicators are selected carefully according to the 

specific of each activity and classified in an Indicator notebook. For each indicator we have, in the 

case of specific activities: periodicity, purpose, this is the users, the responsible person and the 

calculation relation. Indicators are presented in these simple forms in order to trigger reactions. 

Such types of documents lie at the basis of the dashboards, of the balanced dashboards, of the cost-

volume-profit analyses, comparative analyses etc.  

 

5. APPLIED CASE STUDY FOR CONTROL AND ANALYSIS OF THE COSTS OF AN ENTITY 

We are considering an entity that aims to have a picture of the obtained results, including 

deviations from the standard costs of the four commands (A, B, C and D) covered the cost calculation 
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by the end of December. To this end, the management accounting department provides a series of 

management documents, such as: table 4, table 5, table 6. 

Table 4. The results account statement corresponding to the four main products manufactured by 

the entity in the pre-calculated period 
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Table 5. The results account statement corresponding to the four main products manufactured by the 

entity in the actual period: 

 
 

Entity's management also wants to know: the state of indicators of effectiveness at work, 

state-level indicators of control effectiveness, state the objectives of cost related indicators of 

activity level, the situation related to the objectives of cost indicators at the control. After analyzing 

the results account for the four commands, the management of the entity draws the following 

conclusions: 

1. The level of direct costs is very high in the case of C and D orders. It is also apparent that, 

also in the case of indirect costs (on activities), the two commands mentioned above have a high 

volume, but B command has the largest share in the cost total activities. In conclusion we can say 

that the margin contribution of order A (27.81%) and D (27.03%) mostly cover costs and make the 

most profit on orders.  
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2. Commands C and D shows a very high margin on direct costs compared with the other two 

orders. This is visible at the expense of the activities.  

3. At the unit level, the most profitable orders in descending order are A, D and C (27.81%, 

27.03% and 20.74%). New manufacturing policy should be reoriented towards three commands that 

bring the highest profit and cover expenses best. 

Table 6. List of specific drivers identified by Tender costs drivers: 

 
After processing the information, the resulting statements are as follows:  
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Based on the above presented and calculated data we can infer the following aspects: the 

least effective activities (those with a minus sign) were: maintaining contacts/partnerships, 

distribution, processing in Section 3, the maintenance of computer network. These things were felt 

in the lower orders compared to previous months. At the level of the enterprise, the situation still 

remains positive 1.60%, but the percentage is too small compared to the expected level. If you want 

an activity breakdown product (for example business "treatment order"), to determine indicators of 

effectiveness, is as follows:  

 
 

In the shown example, the effectiveness level of orders is considered to be positive for all four 

commands. Although the effectiveness of the control level is quite high compared to forecasts made 

at the beginning of the month, the situation is still considered to be within normal limits. If the issues 
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would have been negative (minus sign), the effectiveness would have been very poor at the level of 

the command.  

For indicators related to the costs objectives have been prepared the following two situations: 

one at the level of the activity (table 9) and another at the level of the product (table no. 10).  

Table 7. Statement of objectives related indicators at the level of cost activity 
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Table 8.Statement of indicators related to objectives of cost at order level 

 
 The result account at the level of the entity and at the level of the products is presented as 

follows: 

a) at the level of the entity (table 9): 

 
b) at the level of the product (s) (table 10): 
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Following the centralization of data on pre-calculated material costs commands and 

comparing them with actual, we obtain the following information: 

 
  

 In the case of the raw materials, favorable price deviations on order were due mainly to the 

decrease the price by changing the source of supply (suppliers of materials). Comparison between 

actual and pre-calculated labor costs led to the following statement: 

 
  

 For labor, the deviations were of two types: bad time in case of first orders (C, D) due to 

additional hours worked to respond to customer orders, violations of charge of products  (B, C and 

D) due to additional shifts (night). After the process of production, the indirect costs were two broad 

categories of misconduct: misconduct at the level of process and misconduct at the level of activity. 

 

6. CONCLUSIONS 

By drafting and presenting classical and modern models for determining the results of 

management accounting, managers can finally have that set of synthesis accounting documents 
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necessary for appropriate decision-making (multi-level), information that is based on the quality 

criteria stipulated in local and international literature. 

The results account of the ABC method represents the main source of information which helps 

the elaboration of documents of accounting synthesis derived from it. The information serves to the 

creation of forecast situations and future tendencies which are at the basis of a rigorous 

substantiation of manager’s decision. The article aims to be the starting point for the creation of a 

set of documents of specific synthesis of management accounting relying on the specific of the ABC 

method. The models of synthesis accounting documents presented have several advantages, 

including: 

1. The variety of the models presented allow the users of information (internal and external) 

to choose the correct model for determining the results depending on the type of method used (full-

costing type or partial-costing type); 

2. The usage of one or another model triggers the formation of a constantly updated database 

or the use of a computer program that meets the requirements for the provision of information; 

3. The construction model and its flexible structure allow multilevel data concentration. 

We believe that the information presented, which is based on the experience in the area of 

management accounting, will form an important source of documentation, at an academic level, but 

also at a microeconomic level, their goal being exactly to find those centralizing situations, efficient 

and rapid, which lie at the basis of decision of many leaders of departments as well as managers of 

entities. The results account is only the basis for underlining the performances of an entity which can 

be detailed and analyzed according to the objectives and strategic requirements of the entity and of 

the contemporary competitive environment. 
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