Factors involved in costing.


They would have to first find out the cost of producing the product, per gallon, then look at the market that they are selling, if the market is open with no other competition then they use the pricing strategy of cost-plus, cost-plus is where the cost of the product is worked out and a percentage or fixed profit is added on.


If the market was already built up with large companies, the pricing strategy needed would be either penetration or skimming, penetration is where the company goes for a low price so that they can enter the market and get a large market share, so that when they raise the price there new customers will stay with them, skimming is where they only want to sell to the top end of the market, they would produce a high quality product at a high price but in only in small quantities.


If the market was built up and they wanted to enter at the level of every one else then they would have to use a going rate pricing strategy, this means they would look at the price of there competitor and try to match there price as close as possible.    





Break even chart


The break even chart is used to work out how much needs to be sold before they make a profit, they do this so they do not over produce the product, or over price the product. If they over price or over produce then they will have either too much stock (meaning that  they will have to pay for its storage, which cuts in to the profits) or they do not have enough product for the demand (this means that they will have lost out on all the buyers who would have bought the product but couldn’t).
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A trading cycle a pictorial view of the product as it produced. The different boxes each briefly explain what would be happening at each stage and the arrows show in which order the boxes go.




















Trading and money cycle


�
Initial�
Payments to�
Production�
Receipts�
Selling and�
�
�
working capital�
creditors�
costs�
from debtors�
Administration costs�
�
�
�
�
�
�
�
�
�
10000�
49400�
125600�
225000�
37500�
�
Running total�
10000�
-39400�
60000�
185600�
22500�
�



The trading cycle must start with money (initial working capital), that cash is then used to pay the creditors for the goods supplied (these goods are to be used in production of the product). When these goods are used extra costs are run up (production costs) e.g. electricity, workers wages, etc...  The goods are then shipped to the shops were they are sold (the shops/wholesalers buy the goods off the company on credit so they can pay it back later).


The first line of numbers shows the value of each section and the line below that shows the total of the numbers before it (the running total).





The trading cycle and money cycle are used for accounting were the money goes in the business.





The trading cycle and the money cycle are linked very simply, the trading cycle show the trade (the movement of goods) in the business and the money cycle shows the buying and selling of those same goods. In the trading cycle it would show the parts being assembled were as in the money  cycle it would show the parts being bought and the finished product being sold. 





Residual cash can be distributed in many way, the most common are:


Dividends to share holders,


used as retained profits (for an emergency e.g. slum in sales),


used to improve business (buy new machinery),


pay off loan,


pay off other debts (e.g. bank over draft or new office furniture bought on credit),


extra drawings/wages for the managers/directors/owners or 


bonuses for the workers.





Business documentation


See sheets supplied for example documentation of the Tarleton Tipple company.





Remittance advise


The remittance advise is used to advise the customer of the company, of the money owed from a purchase on credit. The remittance advise is usually from an account that the customer holds rather than a single order.





Invoice


Document sent to the purchaser of a product informing them of how much they owe to the company. It usually includes a lists of products purchased, there price and the amount purchased.





Business Systems.


Administration system.





An administration system is a set of rules and procedures that state how the job of administration is carried out.





The administration system carries out three main jobs:


Record keeping-books and ledgers


Control resources-stock control


Monitoring performance-testing the system.





The administration system in the Tarleton Tipple company is done by hand and the records are probably kept in filling cabinets, the accounting system is carried out by the accounting staff, the admin staff receive all the documentation and send most of the documentation out. The admin staff take records of all the documentation going in and going out, those records are used to complete the accounting system, if the admin staff did not do this job and just sent all documentation (copies) to the accounting staff (if they had any) then the accounting staff would have to sift through all the documents for the necessary information needed. If there was an accounting department then they would rely on the administration department to only send the correct information  needed.





An automatic system always increases productivity in a department or system, because the simple and tedious jobs are done instantaneously by the computer, the computer is usually fed (typed) all the documentation received and sent, it then works out (using its program) all the particulars (remittance statements needing to be sent, it also prints them, invoices to be sent to a customer, cheques to be sent to a supplier, etc.).





The computer speeds up the system in many ways:


Cheques automatically printed up when needed,


Customer invoices printed up on request,


Remittance and account forms printed up on request,


Spreadsheets can automatically update each other when information is added on to one of the other merged sheets,


Long calculations and sums automatically done and updated on the whole of the document,


Changes made easily on any document (no need to rewrite of erase info),


Letters and databases can swap info (one letter is written and names and addresses are automatically printed out on copies letters, for that name),


Can call up information on previous document i.e. invoice, to check details (don’t  need to use filling cabinet) and


it can be used as a diary that tells you when you should be in meetings etc.





If the company was to increase its market share then a lot would have to change in the company.


The accounting system.


The systems would change because the increased market share would result in increased sales and increased paper passing (e.g. invoice, purchase orders, etc.), the extra documents have to be dealt with and they normally end up in the accounting system to be used for the balance sheets etc...


The accounting, because of the large share would have to be increased so that it could deal with the excess work, the accounting would have to become more efficient so that they could deal with the work faster and better, this can be done by computers, better training, more experienced employees, etc...


The system it self would probably not change much, unless the company decided to bring in computers (automation) this would mean the system would change completely (varying on the type of automation) the new computers would also mean that the training of the present employees would have to change or new employees who could work on the new system would have to be employed. 


The new and improved system would mean changes in the staffing of the company; either the old staff would have to be trained with the new computers(in the case of automation) or new experienced employees would have to be brought in, also meanly jobs like filling and sorting of documents would be done by the computer and so the people doing those jobs would either be moved to another job or put in to retirement (fired).


The old system often meant no new prospects or new training, but because of the new system the old employees might gain new qualifications, and in some cases could end up in a promotion (and in some it could end up in a lack of job).
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