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Abstract

Cost management in businesses plays an important role. 

Costs affect a business's profits. In manufacturing 

enterprises, determining product costs will affect the 

decision-making of managers in determining selling prices, 

deciding on production and choosing business plans. This 

article presents the total costing method including theory, 

current situation and solutions to perfect the total costing 

method to provide information for managers to make 

decisions. In theory, the article presents the content, 

advantages and disadvantages of the total cost method. 

Regarding the current situation, the article presents the 

current situation of applying pricing methods and the current 

situation of applying total costing methods in manufacturing 

enterprises. At the same time, the article offers a solution to 

perfect the overall cost calculation method suitable for 

animal feed processing enterprises in Vietnam. 
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1. Theoretical basis 

Corporate governance is a process of continuous, organized, targeted influence of the business owner on the collective of 

people in the business, making the best use of potentials and opportunities to conduct operations. production and business of 

the enterprise to achieve the set goals in accordance with laws and social practices. Corporate governance is to ensure higher 

efficiency of production and business activities. Cost information is the main information provided by cost accounting. Costs 

play an important role in forming the results of production and business activities of an enterprise. In particular, product price 

plays an important role in determining the costs and profits of a business. The difference between revenue and costs is the 

business's profit. Business revenue is often influenced by market prices and market fluctuations, while costs are influenced by 

management decisions and cost control within the business. Therefore, a business that wants to survive, develop and be 

profitable needs effective cost management to ensure that the individual costs produced by the business are equal to or less 

than the average costs of other businesses. same industry. That is the important task of cost accounting in manufacturing 

enterprises to provide information for the cost management activities of the enterprise. 

Cost accounting provides an information system about costs and prices, including estimate information, implementation 

information and comparative analysis information, contributing to the performance of the functions of administrators. 

Therefore, cost accounting is linked to strengthening cost management in manufacturing enterprises. Overall cost information 

is the result of the implementation of the information system. On the basis of total cost information, administrators have a 

reliable basis to make decisions, to perform cost management functions. costs to enhance cost management in businesses. 

Determining costs according to the total method is a method of determining costs that includes all costs related to product 

production, including direct material costs, direct labor costs and overhead costs. manufacturing overhead, which includes both 

fixed and variable manufacturing overhead costs. Thus, the total cost is determined to include costs incurred within the 

workshop related to the production of the product. Applying the total cost method is meaningful for both financial accounting 

and management accounting. For financial accounting, calculating costs according to the total method serves to determine 

production costs for preparing the Balance Sheet and Business Performance Report according to the provisions of the standard. 

accounting standards and regulations. For management accounting, total costing is effective in determining product selling 

prices, evaluating departmental efficiency, controlling costs by each cost center and making decisions. 

 

2. Actual situation 

According to the survey, all animal feed processing enterprises surveyed and interviewed in depth chose a simple cost 

calculation method and a monthly cost calculation period. Through the survey, 100% of animal feed processing businesses 
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choose the cost calculation object for each type of product, 

46/52 businesses (accounting for 88.5%) use simple 

methods, with 5/52 businesses Enterprises (9.6%) use the 

ratio method, and only 1 enterprise (accounting for 1.9%) 

chooses the coefficient method. Of the 52 businesses, 48 

businesses (92.3%) chose the monthly cost calculation 

period and 4/52 businesses (7.7%) chose the quarterly cost 

calculation period. Below is the product cost calculation 

table according to the total cost method of Rural Technology 

Development Joint Stock Company. 

 

 
 

Fig 1: Product cost table of RTD Company 
 

Finished products will be tested to ensure quality according 

to standards. If the finished product is guaranteed, it will be 

warehoused or sold. However, in cases where production 

has completed the final stage but testing does not ensure 

quality, it is necessary to handle it in one of the following 

two ways: First, the enterprise still calculates the cost. and 

warehoused normally as for finished products that meet 

standards, but are managed separately. Later, the damaged 

products are exported for recycling, taking a part of the 

batch of damaged products as raw materials. mixed with 

newly introduced raw materials to produce a new batch of 

product. The second way is for the enterprise to re-produce 

the same batch of product but add additional materials to 

ensure the quality of the finished product and warehouse it 

according to regulations. 

Regarding cost collection objects and fee calculation 

objects, animal feed processing enterprises choose 

production cost collection objects as each type of product or 

each workshop. Direct material costs are gathered directly 

for each type of product, direct labor costs and general 

production costs are gathered together for each workshop 

and then allocated to products according to business criteria. 

career choice. Animal feed processing enterprises choose 

the cost object for each type of product. Through the 

identification of cost collection objects and cost calculation 

objects, it has served the cost calculation requirements of 

financial accounting. 

Regarding the method of determining cost prices, all 

surveyed animal feed processing enterprises determine the 

cost of production products according to the actual cost 

method and calculate the total cost. According to this 

method, the cost of the manufactured product is the actual 

costs incurred and the product cost will include all costs 

incurred related to the production of the product, that is, 

including costs incurred. fixed and variable costs to produce 

that product. Product costs include direct materials costs, 

direct labor costs, and manufacturing overhead costs. 

Determining product costs like this has served well for 

inventory valuation and determining results according to 

financial accounting regulations. 

Using the actual cost method accurately reflects product 

costs as required by financial accounting. However, 

according to this method, the general production costs must 

not be fully collected until the end of the period, and at the 

end of the period, the allocation and cost of the finished 

product are calculated. Product cost information is only 

provided at the end of the period. In the operating conditions 

of the animal feed market as well as input materials for 

animal feed production, prices are constantly changing, 

influenced by the world market and government policies. 

country as well as the epidemic situation, determining the 

price of the product quickly and accurately plays an 

important role in determining the selling price of the 

product, as well as orienting the production and 

consumption of the product. 

 

3. Solutions 

To perfect the cost calculation method based on total cost, 

animal feed processing enterprises need to implement 

solutions including perfecting the document system to 

collect information and perfecting the cost collection 

method. 

Regarding accounting documents, for mandatory accounting 

documents, businesses need to comply with state regulations 

such as invoices, receipts, payment slips... For instructional 

documents such as import slips and export slips. businesses 

can add indicators appropriate to information requirements. 

In addition, accounting documents need to design additional 

indicators to serve the collection of information in terms of 

management accounting such as on documents classifying 

costs according to fixed costs, variable costs... documents. 

Reflects objects that bear costs and objects that record 

revenue. Accounting documents need to reflect additional 

indicators to control costs and serve to collect costs for each 

subject. On accounting documents, for direct costs for each 

cost object, it is necessary to specifically record the cost 

object to serve as a basis for detailed accounting for each 

object. For example: With the finished product delivery note 

for sale, it is necessary to clearly state which product to ship 

to, which customer, and which branch to serve as a basis for 

accounting for cost prices and detailed revenue for that 

product and that branch. and for that customer on 

accounting software. 

In addition, to determine the product cost at the time of 

completion of the product, businesses should allocate 

general production costs to the finished product, while direct 

material costs and labor costs should be allocated to the 

finished product. Direct labor is grouped according to actual 

costs incurred. General production costs will be allocated to 

products according to the selected allocation criteria, which 

can be direct labor hours, machine hours, number of 

products produced, etc. 
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Allocating estimated manufacturing overhead costs in 

advance can help businesses calculate product or order costs 

quickly without having to wait until the end of the period to 

collect actual overhead costs because of manufacturing 

costs. In general, costs include many cost elements, arising 

sporadically during the business's operating period. At the 

same time, allocating estimated general production costs 

makes determining product costs simpler. The 

manufacturing overhead allocation ratio is predetermined at 

the beginning of the period based on estimates, and during 

the period when manufacturing overhead costs are allocated, 

it is based on the estimated manufacturing overhead 

allocation ratio and estimated number of allocation criteria. 

Therefore, at the end of the period, there is often a 

difference between actual manufacturing overhead costs and 

estimated allocated overhead costs. If the difference is 

small, allocate the difference to the cost of goods sold 

account. If the difference is large and the business wants 

greater accuracy, allocate the difference to unfinished 

products, finished products, and cost of goods sold. 

 

4. Conclusion 

Animal feed processing enterprises operate in a market 

economy, and enterprises are proactive in mobilizing capital 

and using capital for production and business. To achieve 

high business efficiency, managers in businesses in general 

and in animal feed processing businesses in particular need 

to be provided with timely and appropriate information for 

the decision-making process, in Therefore, information 

provided by cost accounting plays an important role in the 

information system serving business management. The 

article has presented theory, reality and solutions to improve 

the cost calculation system of animal feed processing 

enterprises. Managers in animal feed processing enterprises 

need to be provided with timely and appropriate cost and 

price information for the decision-making process, in which 

information provided by cost accounting plays a role. 

Important role in information systems serving business 

management. 

 

5. References 

1. Beata Morelli, Carl-Joachim Wiberg. the-standard-

costing-system-at-skf-a-case-study-of-a-swedish-

manufacturing-company, School of Economics and 

Commercial Law, Göteborg University, 2002. 

http://pdfcast.org/.  

2. Cristiano Busco, Paolo Quattrone, Angelo Riccabonia. 

Management Accounting Issues in interpreting its 

nature and change, Management Accounting Research. 

2007; 18:125-149. 

3. Drury. Management Accounting for business Decisions, 

Thomson earning, United Kinhdom, 2001. 

4. Garisrison. Managerial Accounting: Concepts for 

Planning, Control, Decision making, Irwin, Boston, 

1991. 

5. George Angelakisa, Nikolaos Therioua, Iordanis 

Floropoulosb. Adoption and benefits of management 

accounting practices Evidence from Greece and 

Finland, Advances in Accounting. 2010; 26(1):87-96. 

6. Gunther Friedl, hans-Ulrich Kupper, Burkhard Pedell. 

Relevance added: Combining ABC with German Cost 

Accounting, Strategic Finance. 2005; 06(12):56-61. 

7. Hanson, Mowen. Cost Management: Accounting anh 

Control, South-Western College Publishing, Cincinati, 

1997. 

8. Robert W Scapens. Researching management 

accounting pratice: The role of case study methods, 

British accounting Review, 1990. 

9. Robert Kaplan, Dan Weiss, Eyal Desheh. Transfer 

Princing with ABC, Management Accounting. 1997; 

78(11):20-26. 

http://www.multiresearchjournal.com/
file:///D:/DATA%20E/1.%20CV/3.%20De%20tai%20NCKH-Báo-%20Du/5.%20Viết-%20Bao/14.%20BB%20LA/3.%20Phân%20tích%20chi%20phí/Ta%60i%20liệu%20tiếng%20Anh/Coding%206_the-standard-costing-system-at-skf-a-case-study-of-a-swedish-manufacturing-company.doc
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