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LITERATURE SURVEY 

 Literature survey is the documentation of a 
 comprehensive review of the published and 
 unpublished work from secondary sources of 
 data in the areas of specific interest to the 
 researcher. 
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LITERATURE SURVEY 

A good literature survey ensures: 

1.  Important variables that are likely to influence  
     the problem situation are not left out of the study. 
 
2.  A clearer idea emerges as to what variable would be 
     most important to consider (parsimony), why they  
     would be considered important, and how they 
     should be investigated to solve the problem. Thus  
     helps one in the development of the theoretical  
     framework and hypotheses testing. 
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LITERATURE SURVEY 

A good literature survey ensures: 

3.  Testability and replicability of the findings of the 
      current research are enhanced. 
4.  The problem statement can be made with greater 
      precision and clarity 
5.  One does not run the risk of  “reinventing the 
      wheel”, that is wasting efforts on trying to 
      rediscover something that is already known. 
6.  The problem investigated is perceived by the 
      scientific community as relevant and of 
      significance.   12/7/15 



LITERATURE SURVEY 

   CONDUCTING LITERATURE SURVEY 
 
-    identifying the various published and unpublished 
    materials that are available on the topic of interest and 
    gaining access to this. 
-    gathering relevant information 
-    writing up the literature review 

   Identifying the Relevant Sources  
-    Bibliographic database 
-    Abstract database 
-    Full-text database  
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LITERATURE SURVEY 

Bibliographical Indexes 
 
-  list articles published in periodicals, newspapers,  
  books, and so on periodically updated 
 
Extracting the Relevant Information 
 
-   problem, design details (sample size, data 
    methods), ultimate findings 
 
-    use of a format 
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LITERATURE SURVEY 

 
Writing Up the Literature Review 
 
-  The literature review (1) introduces the subject 
   of study, (2) highlights the problem, and  
   (3) summarizes the work so far done on the topic  
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Topics for Literature Review 

�  CSR and Branding 

�  Green Technology 

�  Sustainable Development 

�  Risk Management 

�  Governance in GLC 

�  Innovation 

�  SSME 
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Problem Definition 

�  The adage “a problem well defined is a problem 
half  solved” 

 

�  The identification of  a specific (business decision) 
area that will be clarified by answering some 
research questions. 

�  “Begin with the end in mind”  
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Examples of Problem 
Definitions 

12/7/15 

To what extent do the structure of the organization 
 and type of information systems installed account 
 for the variance in the perceived effectiveness of 
managerial decision making?  

Do the income statement and the balance sheet 
 elicit the same kind of reader reactions toward  
the company as the cash flow statement?  

 What are the effects of downsizing on the  
 long-range growth patterns of companies? 



Theoretical Framework 

12/7/15 

A conceptual model of how one theorizes the 
relationships among the several factors that have  
been identified as important to the problem 

Helps us to postulate and test certain relationships 
 so as to improve our understanding of the 
 dynamics of the situation  

Network of relationships among the variables 
considered important to the study 



Research Questions Hierarchy 
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Management dilemma Level 5 

 
Level 4 

Level 
3 

Level 
2 

Level 
1 Measurement questions 

Investigation questions 

Research questions 

Management questions 



�  Management dilemma 
�  Malaysian SMEs seem to be lagging behind as 

preferred vendors for MNCs 

�  Management question 
�  Are Malaysian SMEs lacking in competitiveness 

and innovativeness? 

�  Research question 
�  What are the plausible factors that may 

influence SME competitiveness and 
innovativeness 
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�  Investigation question 
�  What is the relationship between specific factors 

and SMEs competitiveness and innovativeness? 
 

�  Measurement questions 
�  What is the level of  competitiveness and 

innovativeness of  Malaysian SMEs? 
�  What are the strongest factors influencing 

Malaysian competitiveness and innovativeness? 
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VARIABLES  

�  A Variable is anything that can take on differing or 
varying values. (e.g., length of service, 
performance, size) 

�  The Dependent variable is the variable of primary 
interest. The goal is to understand (explain and 
predict) the DV. (e.g., performance, motivation) 

�   An Independent variable is one that influences 
the dependent variable in either a positive or a 
negative way. (e.g., usage, participation) 
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VARIABLES 

�  The Moderating variable is one that has a strong 
contingent effect on the independent variable-
dependent relationship. (e.g., size and the 
relationship between usage and performance) 

�  An intervening variable is one that surfaces 
between the time the independent variables 
operate to influence the dependent variable and 
their impact on the dependent variable. (e.g.,  
participation is associated with effectiveness 
because the former leads to commitment) 
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Theoretical Framework:  
Basic features 

�   Variables clearly identified 

�   Theorising and discussion on important 
relationships among variables 

�  Direction of  relationships 

�  Clear explanation of  reasons for relationships 

�  A schematic diagram  
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Theoretical Framework  
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Theoretical Framework  
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Theoretical Framework 
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Hypotheses Generation 

�  A hypothesis is a statement that can be refuted or 
supported by empirical data 

 

�  In basic research, theory is the guide that helps 
generate hypotheses 
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Hypotheses Generation 

12/7/15 

A logically conjectured relationship between two 
 or more variables expressed in the form of  
testable statements 

Format 1: Difference 

Testing of a hypothesis and establishing an  
assumed relationship enable one to solve a  
problem.  

Format 2: If-Then 



Examples of Hypotheses 
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If there is good communication among cockpit crew,  
then there is less air-traffic violation. 

Training has an interaction effect on the relationship 
between communication among cockpit crew and 
 air-traffic violation 

If the pilots are given adequate training to handle 
midair crowded situations, air-safety violations will 
 be reduced 



Null and Alternative Hypotheses 

�  Null hypothesis is a proposition that states a 
definitive, exact relationship between two variables 

�  Null hypothesis is formulated so that it can be 
tested for possible rejection 

�  If   the null hypothesis is rejected …..? Our faith on 
the alternative hypothesis is based on theory 
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Previous studies…… example 
 

�  Title: The effect of  information system infrastructure 
and process improvements on supply-chain time 
performance  (Jayaram, Vickery and Droge, 2000)  

 

�  Independent variables: 
�  Information system infrastructure 

�  Automated material handling systems 
�  Automated data capture system 
�  Computer aided design/engineering (CAD/CAE) 
�  Computer aided manufacturing 
�  Computerised production planning sytems 
�  Electronic data interchange (EDI) 
�  Flexible manufacturing systems 
�  Robotics 
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�  improvement enablers 
�  Process Concurrent engineering 
�  Standardisation 
�  Value analysis 

 

�  Dependent Variable 

�  Supply chain time-based performance 
�  New product development 
�  Manufacturing lead time performance 
�  Delivery speed performance 
�  Customer responsiveness performance 
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Hypotheses 

�  There is a positive relationship between the 
use of  one or more information system 
infrastructure factors or strategies and one 
or more measures of  supply-chain time-
based performance (e.g. new product 
development time). 

 
�  There is a positive relationship between the 

use of  one or more process improvement 
items (e.g.. Value analysis) and one or more 
measures of  supply-chain time-based 
performance (e.g. manufacturing lead time). 
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There is an interaction positive relationship 
between the use of  one or more information 

system infrastructure strategies (e.g. 
manufacturing technology), and process 

improvement items (e.g. value analysis) on 
their joint impact on supply-chain time-based 

performance (e.g. responsiveness to 
customers). 
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Thank you 
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With special reference to the food industry 

An Overview of Strategic 
Management Process 



Defining Strategic Management 

  
� the art and science of formulating, 

implementing, and evaluating 
cross-functional decisions that 
enable an organization to achieve 
its objectives 



Defining Strategic Management 

 

v Strategic management is used synonymously 
with the term strategic planning. 

v Sometimes the term strategic management is 
used to refer to strategy formulation, 
implementation, and evaluation, with strategic 
planning referring only to strategy formulation. 



Defining Strategic Management 

�  A strategic plan is a company’s game plan. 

 

�  A strategic plan results from tough managerial 
choices among numerous good alternatives, 
and it signals commitment to specific markets, 
policies, procedures, and operations. 



Stages of Strategic 
Management 

Strategy 
formulation 

Strategy 
implementation 

Strategy 
evaluation  



Stages of Strategic Management 
�  Strategy formulation  
�  includes developing a vision and mission, 

identifying an organization’s external 
opportunities and threats, determining 
internal strengths and weaknesses, 
establishing long-term objectives, generating 
alternative strategies, and choosing particular 
strategies to pursue 



Strategy Formulation 
v Deciding what new businesses to enter,  

v What businesses to abandon,  

v How to allocate resources,  

v Whether to expand operations or diversify,  

v Whether to enter international markets,  

v Whether to merge or form a joint venture, 

v How to avoid a hostile takeover. 



Stages of Strategic Management 

�  Strategy implementation  
�  requires a firm to establish annual objectives, 

devise policies, motivate employees, and 
allocate resources so that formulated 
strategies can be executed 

 
�  often called the action stage 



Stages of Strategic Management 
�  Strategy evaluation 
�  reviewing external and internal factors that 

are the bases for current strategies, 
measuring performance, and taking 
corrective actions 



Stages of Strategic Management 
v Strategy formulation, implementation, and 

evaluation activities occur at three hierarchical 
levels in a large organization: corporate, 
divisional or strategic business unit, and 
functional 

v Strategic management helps a firm function as 
a competitive team 



Integrating Intuition and 
Analysis 

� Most organizations can benefit from strategic 
management, which is based upon integrating 
intuition and analysis in decision making 

�  Intuition is particularly useful for making 
decisions in situations of great uncertainty or 
little precedent 



Adapting to Change 
�  The second-largest bookstore chain in the 

United States, Borders Group, declared 
bankruptcy in 2011 as the firm had not adapted 
well to changes in book retailing from traditional 
bookstore shopping to customers buying 
online, preferring digital books to hard copies 

�  Borders was on the brink of financial collapse 
before being acquired in July 2011 by Direct 
Brands 



Key Terms in Strategic 
Management 

�  Competitive 
advantage  
�  anything that a 

firm does 
especially well 
compared to rival 
firms 

�  Strategists  
�  the individuals 

who are most 
responsible for the 
success or failure 
of an organization 



Key Terms in Strategic 
Management 

�  Vision statement  
�  answers the question “What do we want to 

become?” 
�  often considered the first step in strategic 

planning 



Key Terms in Strategic 
Management 

� Mission statements  
�  enduring statements of purpose that 

distinguish one business from other similar 
firms 

�  identifies the scope of a firm’s operations in 
product and market terms  

�  addresses the basic question that faces all 
strategists: “What is our business?” 



Key Terms in Strategic 
Management 

�  External opportunities and external threats  
�  refer to economic, social, cultural, 

demographic, environmental, political, legal, 
governmental, technological, and competitive 
trends and events that could significantly 
benefit or harm an organization in the future 



Some Opportunities and 
Threats 

v Computer hacker problems are increasing. 

v Intense price competition is plaguing most firms. 

v Unemployment and underemployment rates remain 
high. 

v Interest rates are rising. 

v Product life cycles are becoming shorter. 

v State and local governments are financially weak. 



Key Terms in Strategic 
Management 

�  Internal strengths and internal weaknesses  
�  an organization’s controllable activities that 

are performed especially well or poorly 
 
�  determined relative to competitors 



Key Terms in Strategic 
Management 

� Objectives  
�  specific results that an organization seeks to 

achieve in pursuing its basic mission 
 
�  long-term means more than one year 
 
�  should be challenging, measurable, 

consistent, reasonable, and clear 



Key Terms in Strategic 
Management 

�  Strategies  
�  the means by which long-term objectives will 

be achieved 
 
� may include geographic expansion, 

diversification, acquisition, product 
development, market penetration, 
retrenchment, divestiture, liquidation, and 
joint ventures 



Key Terms in Strategic 
Management 

�  Annual objectives  
�  short-term milestones that organizations 

must achieve to reach long-term objectives  
�  should be measurable, quantitative, 

challenging, realistic, consistent, and 
prioritized 

�  should be established at the corporate, 
divisional, and functional levels in a large 
organization 



Sample Strategies in Action  



Key Terms in Strategic 
Management 

�  Policies 
�  the means by which annual objectives will be 

achieved 
�  include guidelines, rules, and procedures 

established to support efforts to achieve 
stated objectives 

�  guides to decision making and address 
repetitive or recurring situations 



The Strategic-Management 
Model 

Where are we now? 

Where do we want to go? 

How are we going to get there? 



A Comprehensive Strategic-
Management Model 



Benefits of Strategic 
Management 

v Historically, the principal benefit of strategic 
management has been to help organizations 
formulate better strategies through the use of a 
more systematic, logical, and rational approach 
to strategic choice 



Benefits of Strategic 
Management 

�  Communication is a key to successful strategic 
management 

�  Through dialogue and participation, managers 
and employees become committed to 
supporting the organization 



Benefits to a Firm That Does 
Strategic Planning 



Financial Benefits 
v Businesses using strategic-management 

concepts show significant improvement in 
sales, profitability, and productivity 
compared to firms without systematic 
planning activities 

v High-performing firms seem to make more 
informed decisions with good anticipation of 
both short- and long-term consequences 



Nonfinancial Benefits 
�  It allows for identification, prioritization, and exploitation 

of opportunities. 

�  It provides an objective view of management problems. 

�  It represents a framework for improved coordination 
and control of activities. 

�  It minimizes the effects of adverse conditions and 
changes. 



Nonfinancial Benefits 
�  It allows major decisions to better support 

established objectives. 

�  It allows more effective allocation of time and 
resources to identified opportunities. 

�  It allows fewer resources and less time to be 
devoted to correcting erroneous or ad hoc 
decisions. 

�  It creates a framework for internal 
communication among personnel. 



Why Some Firms Do No  
Strategic Planning 

�  Lack of knowledge in strategic planning 

�  Poor reward structures 

�  Firefighting 

�  Waste of time 

�  Too expensive 

�  Laziness 

�  Content with success 



Why Some Firms Do No  
Strategic Planning 

�  Fear of failure 

� Overconfidence 

�  Prior bad experience 

�  Self-interest 

�  Fear of the unknown 

�  Honest difference of opinion 

�  Suspicion  



Pitfalls in Strategic Planning 
�  Using strategic planning to gain control over 

decisions and resources 

�  Doing strategic planning only to satisfy 
accreditation or regulatory requirements 

�  Too hastily moving from mission development to 
strategy formulation 

�  Failing to communicate the plan to employees, who 
continue working in the dark 

�  Top managers making many intuitive decisions that 
conflict with the formal plan 



Pitfalls in Strategic Planning 
�  Top managers not actively supporting the strategic-

planning process 

�  Failing to use plans as a standard for measuring 
performance 

�  Delegating planning to a “planner” rather than 
involving all managers 

�  Failing to involve key employees in all phases of 
planning 

�  Failing to create a collaborative climate supportive 
of change 



Guidelines for Effective Strategic 
Management 



Comparing Business and  
Military Strategy 

v A fundamental difference between military 
and business strategy is that business 
strategy is formulated, implemented, and 
evaluated with an assumption of 
competition, whereas military strategy is 
based on an assumption of conflict 

v Both business and military organizations 
must adapt to change and constantly 
improve to be successful 



Excerpts from Sun Tzu’s The Art 
of War Writings 

� War is a matter of vital importance to the 
state: a matter of life or death, the road 
either to survival or ruin. Hence, it is 
imperative that it be studied thoroughly 

� Know your enemy and know yourself, and in 
a hundred battles you will never be defeated 

� Skillful leaders do not let a strategy inhibit 
creative counter-movement 



The end 



Accoun&ng	  Informa&on	  for	  
Planning	  and	  Control	  

With	  special	  reference	  to	  the	  food	  
industry	  



Work of Management 
	  	  	  	  

Planning	  

Controlling	  

Direc/ng	  and	  
	  Mo/va/ng	  



Planning 

Iden&fy	  
alterna&ves.	  

Select	  alterna&ve	  that	  does	  	  
the	  best	  job	  of	  furthering	  
organiza&on’s	  objec&ves.	  

Develop	  budgets	  to	  guide	  
progress	  toward	  the	  
selected	  alterna&ve.	  



Directing and Motivating 

   Directing and motivating involves 
managing day-to-day activities to keep the 
organization running smoothly. 
– Employee work assignments. 
– Routine problem solving. 
– Conflict resolution. 
– Effective communications. 



Controlling 
The	  control	  func/on	  ensures	  
that	  plans	  are	  being	  followed.	  	  

Feedback	  in	  the	  form	  of	  performance	  reports	  
that	  compare	  actual	  results	  with	  the	  budget	  
are	  an	  essen/al	  part	  of	  the	  control	  func/on.	  



Planning and Control Cycle 

Decision	  
Making	  

Formula/ng	  long-‐and	  
short-‐term	  plans	  

(Planning)	  

Measuring	  
performance	  
(Controlling)	  

Implemen/ng	  
	  plans	  (Direc/ng	  and	  

Mo/va/ng)	  

Comparing	  actual	  
to	  planned	  
performance	  
(Controlling)	  

Begin	  



Comparison of Financial and 
Managerial Accounting 

Financial Accounting Managerial Accounting
1. Users External persons who Managers who plan for

make financial decisions and control an organization

2. Time focus Historical perspective Future emphasis

3. Verifiability Emphasis on Emphasis on relevance
    versus relevance verifiability for planning and control

4. Precision versus Emphasis on Emphasis on 
    timeliness precision timeliness

5. Subject Primary focus is on Focuses on segments 
the whole organization of an organization

6. GAAP Must follow GAAP Need not follow GAAP
and prescribed formats or any prescribed format

7. Requirement Mandatory for Not
external reports Mandatory



The Product 

Direct	  
Materials Direct	  

Labor	  

Manufacturing	  
Overhead	  

3 Basic Manufacturing Costs 



Direct Materials 
	  	  Raw	  materials	  that	  become	  an	  integral	  

part	  of	  the	  product	  and	  that	  can	  be	  
conveniently	  traced	  directly	  to	  it.	  

Example:	  	  Meat/Beans/Fruits	  in	  the	  can	  	  	  



Direct Labor 
Those	  labor	  costs	  that	  can	  be	  easily	  traced	  

to	  individual	  units	  of	  product.	  

Example:	  	  Wages	  paid	  to	  canned	  food	  assembly	  workers	  



Manufacturing costs that cannot be traced 
directly to specific units produced. 

Manufacturing Overhead 

Examples:	  	  Indirect	  materials	  and	  indirect	  labor	  

Wages	  paid	  to	  employees	  who	  
are	  not	  directly	  involved	  in	  

produc/on	  work.	  	  	  
Examples:	  	  maintenance	  workers,	  

janitors	  and	  security	  guards.	  

Materials	  used	  to	  support	  the	  
produc/on	  process.	  	  	  

	  
Examples:	  lubricants	  and	  cleaning	  
supplies	  used	  in	  the	  canned	  food	  

assembly	  plant.	  



Nonmanufacturing Costs 

Selling	  	  
Costs	  

Costs	  necessary	  to	  secure	  
the	  order	  and	  deliver	  the	  

product.	  

Administra/ve	  
Costs	  

All	  execu/ve,	  
organiza/onal,	  and	  clerical	  

costs.	  



 Product costs and period 
costs with examples of 

each. 



Product Costs Versus Period Costs 

	  	  	  Product	  costs	  include	  direct	  
materials,	  direct	  labor,	  and	  
manufacturing	  overhead.	  

Period costs include all 
selling costs and 

administrative costs.  

Inventory Cost of Good Sold 

Balance 
Sheet 

Income 
Statement 

Sale 

Expense 

Income 
Statement 



Quick Check ü 

  Which of the following costs would be 
considered a period rather than a product 
cost in a manufacturing company? 
A. Manufacturing equipment depreciation. 
B. Property taxes on corporate headquarters. 
C. Direct materials costs. 
D. Electrical costs to light the production      
     facility. 
E. Sales commissions. 



Classifications of Costs 

Direct	  
Material	  

Direct	  
Labor	  

Manufacturing	  
Overhead	  

Prime	  
Cost	  

Conversion	  
Cost	  

Manufacturing costs are often 
classified as follows: 



Comparing Merchandising and 
Manufacturing Companies 

Merchandisers . . . 
Ø Buy finished 

goods. 
Ø Sell finished 

goods.  

Manufacturers	  .	  .	  .	  
Ø Buy	  raw	  materials.	  
Ø Produce	  and	  sell	  
finished	  goods.	  

McGraw-‐Hill/Irwin	  



Balance Sheet 
       Merchandiser 
  Current assets 

u Cash 
u Receivables 
u Merchandise 

Inventory 

	  	  	  	  	  	  	  	  Manufacturer	  
	  	  Current	  Assets	  

 Cash	  
 Receivables	  
  Inventories	  

•  Raw	  Materials	  
• Work	  in	  Process	  
•  Finished	  Goods	  



       Merchandiser 
  Current assets 

u Cash 
u Receivables 
u Merchandise Inventory 

	  	  	  	  	  	  	  	  Manufacturer	  
	  	  Current	  Assets	  

 Cash	  
 Receivables	  
  Inventories	  

•  Raw	  Materials	  
• Work	  in	  Process	  
•  Finished	  Goods	  

Balance Sheet 

Par/ally	  complete	  
products	  –	  some	  
material,	  labor,	  or	  
overhead	  has	  been	  

added.	  	  
Completed	  products	  

awai/ng	  sale.	  	  

Materials	  wai/ng	  to	  be	  
processed.	  



Prepare an income 
statement including 

calculation of the cost of 
goods sold. 



The Income Statement 
  Cost of goods sold for manufacturers differs only 
slightly from cost of goods sold for merchandisers. 

Manufacturing Company
Cost of goods sold:
     Beg. finished
          goods inv. 14,200$   
     + Cost of goods
          manufactured 234,150   
     Goods available
          for sale 248,350$ 
     - Ending
          finished goods
          inventory (12,100)    
     = Cost of goods
          sold 236,250$ 

Merchandising Company
Cost of goods sold:
     Beg. merchandise
          inventory 14,200$   
     + Purchases 234,150   
     Goods available
          for sale 248,350$ 
     - Ending
          merchandise
          inventory (12,100)    
     = Cost of goods
          sold 236,250$ 



 
Basic Equation for Inventory 

Accounts  

Beginning	  
balance	  

Addi/ons	  
to	  inventory	  + = Ending	  

balance	  

Withdrawals	  
from	  

inventory	  
+ 



Quick Check ü 

  If your inventory balance at the beginning 
of the month was $1,000, you bought 
$100 during the month, and sold $300 
during the month, what would be the 
balance at the end of the month? 
A. $1,000. 
B. $   800. 
C. $1,200. 
D. $   200. 



Quick Check ü 

  If your inventory balance at the beginning 
of the month was $1,000, you bought 
$100 during the month, and sold $300 
during the month, what would be the 
balance at the end of the month? 
A. $1,000. 
B. $   800. 
C. $1,200. 
D. $   200. 

$1,000	  +	  $100	  =	  $1,100	  
$1,100	  -‐	  $300	  =	  $800 



 Differences between 
variable costs and fixed 

costs. 



Cost Classifications for Predicting 
Cost Behavior 

   How a cost will react to 
changes in the level of 

activity within the 
relevant range. 

–  Total variable costs 
change when activity 
changes. 

–  Total fixed costs remain 
unchanged when activity 
changes. 



Variable Cost 

  Your total texting bill is based on how 
many texts you send. 

Number	  of	  Texts	  Sent	  

To
ta
l	  T
ex
/n

g	  
Bi
ll	  



Variable Cost Per Unit 

Number	  of	  Texts	  Sent	  

Co
st
	  P
er
	  T
ex
t	  S

en
t	  

  The cost per text sent is constant at  
5 cents per text. 



Fixed Cost 
   Your monthly contract fee for your cell phone is 

fixed for the number of monthly minutes in your 
contract.  The monthly contract fee does not change 

based on the number of calls you make. 

Number	  of	  Minutes	  Used	  
Within	  Monthly	  Plan	  

M
on

th
ly
	  C
el
l	  P
ho

ne
	  

Co
nt
ra
ct
	  F
ee
	  	  



Fixed Cost Per Unit 

Number	  of	  Minutes	  Used	  
Within	  Monthly	  Plan	  

M
on

th
ly
	  C
el
l	  P
ho

ne
	  C
on

tr
ac
t	  

Fe
e	  

Within the monthly contract allotment, the average fixed 
cost per cell phone call made decreases as more 

calls are made. 



Cost Classifications for Predicting 
Cost Behavior 

Behavior of Cost (within the relevant range)
Cost In Total Per Unit

Variable Total variable cost changes Variable cost per unit remains
as activity level changes. the same over wide ranges

of activity.

Fixed Total fixed cost remains Average fixed cost per unit goes
the same even when the down as activity level goes up. 

activity level changes.



Quick Check ü 

  Which of the following costs would be variable 
with respect to the number of cones sold at a 
Baskins & Robbins shop? (There may be more 
than one correct answer.) 
A. The cost of lighting the store. 
B. The wages of the store manager. 
C. The cost of ice cream. 
D. The cost of napkins for customers. 



Quick Check ü 

  Which of the following costs would be variable 
with respect to the number of cones sold at a 
Baskins & Robbins shop? (There may be more 
than one correct answer.) 
A. The cost of lighting the store. 
B. The wages of the store manager. 
C. The cost of ice cream. 
D. The cost of napkins for customers. 



 Differences between 
direct and indirect costs. 



Assigning Costs to Cost Objects 
Direct	  costs	  
}  Costs	  that	  can	  be	  
easily	  and	  conveniently	  
traced	  to	  a	  unit	  of	  
product	  or	  other	  cost	  
object.	  

}  Examples:	  	  direct	  
material	  and	  direct	  
labor	  

Indirect costs 
•  Costs that cannot be 

easily and 
conveniently traced 
to a unit of product 
or other cost object.  

•  Example: 
manufacturing 
overhead 

McGraw-‐Hill/Irwin	  



Cost classifications used 
in making decisions: 

differential costs, 
opportunity costs, and 

sunk costs. 



•  Every decision involves a 
choice between at least two 
alternatives. 
 

•  Only those costs and benefits 
that differ between alternatives 
are relevant in a decision. All 
other costs and benefits can 
and should be ignored. 

Cost Classifications for Decision 
Making 



Differential Cost and Revenue 

Costs and revenues that differ 
among alternatives.  

Example:	  	  You	  have	  a	  job	  paying	  $1,500	  per	  month	  in	  your	  
hometown.	  	  You	  have	  a	  job	  offer	  in	  a	  neighboring	  city	  that	  
pays	  $2,000	  per	  month.	  	  The	  commu/ng	  cost	  to	  the	  city	  is	  
$300	  per	  month.	  	  

Differen/al	  revenue	  is:	  	  
$2,000	  –	  $1,500	  =	  $500	  

Differen/al	  cost	  is:	  	  
$300	  



Opportunity Cost 
   The potential benefit that is given 
up when one alternative is selected 

over another. 
 

Example:  If you were 
not attending college, 
you could be earning 
$15,000 per year.   
Your opportunity cost 
of attending college for 
one year is $15,000. 



Sunk Costs 
 Sunk costs have already been incurred and cannot 

be changed now or in the future.  These costs 
should be ignored when making decisions. 

    
	  Example:	  	  You	  bought	  a	  harves&ng	  tractor	  that	  cost	  
$10,000	  two	  years	  ago.	  	  The	  $10,000	  cost	  is	  sunk	  because	  
whether	  you	  drive	  it,	  park	  it,	  trade	  it,	  or	  sell	  it,	  you	  cannot	  
change	  the	  $10,000	  cost.	  



Quick Check ü 

  Suppose you are trying to decide whether to 
drive or take the train to Kuala Lumpur to attend 
a concert. You have ample cash to do either, but 
you don’t want to waste money needlessly. Is 
the cost of the train ticket relevant in this 
decision? In other words, should the cost of the 
train ticket affect the decision of whether you 
drive or take the train to Kuala Lumpur? 
A. Yes, the cost of the train ticket is relevant. 
B. No, the cost of the train ticket is not relevant. 



Quick Check ü 

  Suppose you are trying to decide whether to 
drive or take the train to Kuala Lumpur to attend 
a concert. You have ample cash to do either, but 
you don’t want to waste money needlessly. Is 
the cost of the train ticket relevant in this 
decision? In other words, should the cost of the 
train ticket affect the decision of whether you 
drive or take the train to Kuala Lumpur? 
A. Yes, the cost of the train ticket is relevant. 
B. No, the cost of the train ticket is not relevant. 



Quick Check ü 

  Suppose you are trying to decide whether to 
drive or take the train to Kuala Lumpur to attend 
a concert. You have ample cash to do either, but 
you don’t want to waste money needlessly. Is 
the annual cost of licensing your car relevant in 
this decision? 
A. Yes, the licensing cost is relevant. 
B. No, the licensing cost is not relevant. 



Quick Check ü 

  Suppose you are trying to decide whether to 
drive or take the train to Kuala Lumpur to attend 
a concert. You have ample cash to do either, but 
you don’t want to waste money needlessly. Is 
the annual cost of licensing your car relevant in 
this decision? 
A. Yes, the licensing cost is relevant. 
B. No, the licensing cost is not relevant. 



Quick Check ü 

  Suppose that your car could be sold now for 
$5,000. Is this a sunk cost? 
A. Yes, it is a sunk cost. 
B. No, it is not a sunk cost. 



Quick Check ü 

  Suppose that your car could be sold now for 
$5,000. Is this a sunk cost? 
A. Yes, it is a sunk cost. 
B. No, it is not a sunk cost. 



Summary of the Types of Cost 
Classifications 

Financial	  Repor/ng	   Predic/ng	  Cost	  
Behavior	  

Assigning	  Costs	  to	  
Cost	  Objects	  

Making	  Business	  
Decisions	  



Further Classification of Labor 
Costs  



 

Labor costs associated 
with idle time, overtime, 

and fringe benefits. 



Idle Time 

The	  labor	  costs	  incurred	  during	  idle	  
/me	  are	  ordinarily	  treated	  as	  
manufacturing	  overhead.	  	  

Machine	  
Breakdowns	  

Material	  
Shortages	  

Power	  Failures	  



Overtime 
The	  over/me	  premiums	  for	  all	  factory	  workers	  are	  usually	  

considered	  to	  be	  part	  of	  manufacturing	  overhead.	  	  

What if a company consistently has overtime ?  
Can the overtime costs be part of labor expenses? 



Labor Fringe Benefits 

Fringe	  benefits	  include	  employer	  paid	  costs	  for	  
insurance	  programs,	  re/rement	  plans,	  

supplemental	  unemployment	  programs,	  Social	  
Security,	  Medicare,	  workers’	  compensa/on,	  and	  

unemployment	  taxes.	  

Some	  companies	  include	  
all	  of	  these	  costs	  in	  

manufacturing	  overhead.	  

Other	  companies	  treat	  
fringe	  benefit	  expenses	  
of	  direct	  laborers	  as	  
addi/onal	  direct	  labor	  

costs.	  



Cost of Quality  



 

Four types of quality costs 
and how they interact. 



Quality of Conformance 

When	  the	  overwhelming	  majority	  of	  products	  
produced	  conform	  to	  design	  specifica/ons	  and	  are	  

free	  from	  defects.	  



Prevention and Appraisal Costs 

Preven/on	  Costs	  
Support	  ac/vi/es	  whose	  
purpose	  is	  to	  reduce	  the	  

number	  of	  defects	  

Appraisal	  Costs	  
Incurred	  to	  iden/fy	  

defec/ve	  products	  before	  
the	  products	  are	  shipped	  to	  

customers	  



Internal and External Failure Costs 

Internal	  Failure	  
Costs	  

Incurred	  as	  a	  result	  of	  
iden/fying	  defects	  before	  

they	  are	  shipped	  

External	  Failure	  
Costs	  

Incurred	  as	  a	  result	  of	  
defec/ve	  products	  being	  
delivered	  to	  customers	  



Examples of Quality Costs 

Preven/on	  Costs	  
• 	  Quality	  training	  
• 	  Quality	  circles	  
• 	  Sta/s/cal	  process	  	  
	  	  control	  ac/vi/es	  

Appraisal	  Costs	  
• 	  Tes/ng	  and	  inspec/ng	  	  
	  	  	  incoming	  materials	  
• 	  Final	  product	  tes/ng	  
• 	  Deprecia/on	  of	  tes/ng	  	  
	  	  equipment	  

Internal	  Failure	  Costs	  
• 	  Scrap	  
• 	  Spoilage	  
• 	  Rework	  

External	  Failure	  Costs	  
• 	  Cost	  of	  field	  servicing	  and	  	  	  
	  	  	  handling	  complaints	  
• 	  Warranty	  repairs	  
• 	  Lost	  sales	  



Distribution of Quality Costs 



 

Prepare and interpret a 
quality cost report. 



Quality cost 
reports provide 
an estimate of 
the financial 

consequences 
of the 

company’s 
current defect 

rate. 

Amount Percent* Amount Percent*
Prevention costs:

Systems development 400,000$         0.80% 270,000$        0.54%
Quality training 210,000           0.42% 130,000          0.26%
Supervision of prevention activities 70,000            0.14% 40,000            0.08%
Quality improvement 320,000           0.64% 210,000          0.42%

Total prevention cost 1,000,000        2.00% 650,000          1.30%

Appraisal costs:
Inspection 600,000           1.20% 560,000          1.12%
Reliability testing 580,000           1.16% 420,000          0.84%
Supervision of testing and inspection 120,000           0.24% 80,000            0.16%
Depreciation of test equipment 200,000           0.40% 140,000          0.28%

Total appraisal cost 1,500,000        3.00% 1,200,000       2.40%

Internal failure costs:
Net cost of scrap 900,000           1.80% 750,000          1.50%
Rework labor and overhead 1,430,000        2.86% 810,000          1.62%
Downtime due to defects in quality 170,000           0.34% 100,000          0.20%
Disposal of defective products 500,000           1.00% 340,000          0.68%

Total internal failure cost 3,000,000        6.00% 2,000,000       4.00%

External failure costs:
Warranty repairs 400,000           0.80% 900,000          1.80%
Warranty replacements 870,000           1.74% 2,300,000       4.60%
Allowances 130,000           0.26% 630,000          1.26%
Cost of field servicing 600,000           1.20% 1,320,000       2.64%

Total external failure cost 2,000,000        4.00% 5,150,000       10.30%
Total quality cost 7,500,000$      15.00% 9,000,000$      18.00%

* As a percentage of total sales.  In each year sales totaled $50,000,000.

Year 2 Year 1

Quality Cost Report
For Years 1 and 2



Quality Cost Reports in Graphic 
Form 
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Uses of Quality Cost Information 
Help	  managers	  see	  the	  
financial	  significance	  of	  

defects.	  

Help	  managers	  iden/fy	  the	  
rela/ve	  importance	  of	  the	  

quality	  problems.	  

Help	  managers	  see	  whether	  
their	  quality	  costs	  are	  poorly	  

distributed.	  



Limitations of Quality Cost 
Information  

Simply	  measuring	  and	  
repor/ng	  quality	  cost	  

problems	  does	  not	  solve	  
quality	  problems.	  

Results	  usually	  lag	  behind	  
quality	  improvement	  

programs.	  

The	  most	  important	  quality	  
cost,	  lost	  sales,	  is	  ocen	  

omided	  from	  quality	  cost	  
reports.	  



ISO 9000 Standards 
ISO 9000 standards have become  
international measures of quality. 

To become ISO 9000 certified, a 
company must demonstrate: 

1.  A quality control system is in use, and the 
system clearly defines an expected level of 
quality. 

2.  The system is fully operational and is 
backed up with detailed documentation of 
quality control procedures. 

3.  The intended level of quality is being 
achieved on a sustained basis. 
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CONTENTS 

1. Report 

2. Form of teaching 

3. Materials 

4. Main topics 

 

1.REPORT 

Aim of this course was to inspire the master students to advanced knowledge 

of Research Methods and potential topics on the economics of food industry. An 

understanding of strategic management and accounting information with regard to 

food production were also covered in preparation for the students to identify 

research problems relating to food industry. 

2. FORM OF TEACHING 

The course consisted of lectures, seminars and workshops/tutorials. 

Demonstrations of lectures were given with the help of power point and black 

board presentations and interactive oral discussions. Students were encouraged to 

participate actively in the lectures. Further discussion on research topics and 

problems based on the knowledge on the lectures. Students were required to 

present their understanding of the areas of research in the food industry. Students 

were given an exam in order to assess their  understanding and ability to pursue 

their research. 
3. MATERIALS 

The following materials are available for all students: 

1.  Lecture notes in the form of PowerPoint slides (see the attached file) 

4. MAIN TOPICS 

The following main topics were lectured and discussed: 

Part 1: Research Methods 

Lecture:  -        Development of Theoretical Framework for Research in 

the Context of Food Industry 

Workshop: - Literature survey and theoretical underpinnings. 

              - Development of schematic diagram with variables 

appropriately identified and direction of relationships properly argued. 

Part 2:  Strategic Management  

Lecture:  An overview of strategic management for a firm operating in 

the food industry. 

Workshop: - Developing company’s mission, vision and objectives 

                  -  Identify company’s strength and weaknesses 

                      - Identify environmental opportunities and threats 

                      - Potentials for “Blue Ocean” strategy. 

Part 3:  Managerial Accounting  

Lecture:  Accounting Information for planning and control in the context 

of Food Industry 

Workshop: - Preparation and analysis of financial statements.  

               -  Identify the nature and behavior of various types of cost  

  pertinent to the food industry. 



Types of lessons for Master students of discipline "Economics of Food 

Production" 

Number of credits- 2 

Types of lessons Amount (hours*) 

Lectures  10 

Practical lessons (Seminars and workshop) 20 

* one academic hour = 50 minutes 
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The teaching program (Syllabus) of the discipline 

"Economics of Food Production" for Master students in 2015 – 2016. 

 

1. General information 

Faculty Hydrotechnics, Melioration and Business 

Code and name of 

specialty 

6М073500 – Food Safety 

Number of credits 2  

Place  for conducting 

lesson  

Building 3, 4, 6, 10, 11 class room 506, 424, 681, 118, 

242 

Lecturer Prof. Daing Nasir Ibrahim 

Lesson conducting 

teacher 

Prof. Daing Nasir Ibrahim 

2. Prerequisite sand post-requisites 

Prerequisites:  Economics, Management, Accounting 

Post-requisites:  Writing dissertation 

3. Aims and tasks of the discipline 

Aim of that course is to teach master students to understand the meaning and 

relevance of Research Methods and potential topics on the economics of food 

industry. An understanding of strategic management and accounting information 

with regard to food production were also covered in preparation for the students to 

identify research problems relating to food industry. 

Tasks: 

1. Basic economic concepts including on the economics of food industry, strategic 

management and accounting. 

2. Information with regard to food production were also covered in preparation for 



the students to identify research problems relating to food industry. 

3. Further discussion on research topics and problems based on the knowledge on 

the lectures. Students were required to present their understanding of the areas of 

research in the food industry. 

4. Real-life examples on actual companies operating in the food industry. 

4. Distribution of students learning time 

 

Overall, 

(volume) 

Classroom lessons Non-classroom lessons 

LIW– 60 h 

Lectures Laborotary 

Lessons 

Practical  

lessons 

 

Students’ 

indi-

vidual 

works 

with help 

of 

teachers 

Students’ 

individual 

works 

2 Credits 

90 hours 

50 

min/less. 

100 min/less. 50  min/less. 20 h 40 h  

10 less. __less. 20 less. 

5. Discipline contents 

Development of Theoretical Framework for Research in the Context of Food 

Industry. Literature survey and theoretical underpinnings. 

Development of schematic diagram with variables appropriately identified and 

direction of relationships properly argued. 

An overview of strategic management for a firm operating in the food industry. 

Developing company’s mission, vision and objectives. 

Identify company’s strength and weaknesses. 

Identify environmental opportunities and threats. 

Potentials for “Blue Ocean” strategy. 

Accounting Information for planning and control in the context of Food Industry 

Preparation and analysis of financial statements.  

Identify the nature and behavior of various types of cost  pertinent to the food 

industry. 

6. References                                        

Nestle, M. (2013). Food Politics: How the Food Industry Influences Nutrition and 

Health. 

Vasconcellos, J.A. (2003). Quality Assurance for the Food Industry: A Practical 

Approach. 

 Kress-Rogers, E.; Brimelow, C.J.B. (2001). Instrumentation and Sensors for the 

Food Industry. 
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List of specialized classes 

of "Economics and Finance" Chair 

for teaching the discipline of "Economics of Food Production" 

 

# 

# of classes 

(classrooms, 

laboratories) 

Function of classes 

(classrooms, laboratories) 

machinery and equipment 

used in the study of the 

discipline  

1 506 Study-methodical Class 

Interactive board, a 

multimedia device, 

computers 
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Map of study methodological provision (MTMP) 

"Economics of Food Production" 

 

Code of discipline Number of 

students 

Textbook and 

teaching aids 

Lecturer and teacher 

of practical lessons 

"Economics of 

Food Production" 

10 One ppt file, 

computer,  

LCD projector 

Prof. Daing Nasir 

Ibrahim 
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Calendar-Themed Plans  
for teaching classes of discipline "Economics of Food Production" 

 

Total class hours - 30 

including: lecture - 10 

practical (seminar) classes - 20 

 

Lecture -  10 hours 

№ Lecture topics Hours Presentation 

materials 

Literature for 

master 

students 

1 Development of theoretical 

framework for research in 

the context of food industry. 

4 Power Point 

Presentation 

(ppt) 

ppt file 

2 An overview of strategic 

management for a firm 

 operating in the food 

industry.  

4 ppt ppt file 

3 Accounting information for 

planning and control in the 

context of food industry. 

2 ppt ppt file 

 

Practical Lessons - 20 hours 

№ Topics of Practical 

Seminars 

Hours Equipment 

and materials 

Literature for 

master 

students 

1 Literature survey and 

theoretical underpinnings. 

Development of schematic 

diagram with variables 

appropriately identified and 

direction of relationships 

properly argued. 

5 Power Point 

Presentation 

(ppt) 

ppt file 

2 Developing company’s mis-

sion, vision and objectives. 

3 ppt ppt file 

3 Identify company’s stren-

gths and weaknesses. Iden-

tify environmental opportu-

nities and threats. 

3 ppt ppt file 

4 Potential for Blue Ocean 

strategy in food industry. 

3 ppt ppt file 

5 Preparation and analysis of 

financial statements. Identi-

fy the nature and behavior 

3 ppt ppt file 



of various types of cost 

pertinent to the food 

industry. 

6 Identify the nature and 

behavior of various types of 

cost pertinent to the food 

industry. 

3 ppt ppt file 

 

Note:   The above teaching schedule is based on a 2-credit course (30 hours) with 

50 minutes of contact per hour. 
 

 

Calendar-themed plan of "Economics of Food Production" was discussed and 

approved on a meeting of "Economics and Finance" Chair.  
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