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SECTION – A
Answer any TEN questions in about 30 words each: (10X1=10)
1. Strategic Cost Management (SCM) is a management approach that focuses on aligning cost management strategies with the overall business strategy to enhance competitive advantage and improve profitability.
2. The primary difference is that strategic cost management emphasizes long-term strategic goals and value creation, while traditional Cost management focuses mainly on short-term cost control and efficiency.
3. Cost control refers to the process of monitoring and regulating expenses to ensure that they remain within the budgeted limits, thereby enhancing efficiency and profitability.
4. Cost reduction is the systematic approach to reducing expenses without affecting the quality of products or services, aiming to improve profitability and operational efficiency.
5. Activity-Based Cost Management (ABCM) is a costing methodology that assigns costs to activities based on their use of resources, allowing organizations to better understand the true costs of their products and services.
6. The primary purpose of Activity-Based Cost Management is to provide more accurate cost information for decision-making, enabling organizations to identify profitable and unprofitable products, services, or customers.
7. Transfer pricing refers to the pricing of goods, services, and intangibles that are transferred between related entities, such as subsidiaries or divisions within the same organization.
8. One benefit of transfer pricing is that it allows multinational companies to allocate income and expenses among different jurisdictions, potentially optimizing their overall tax liability.
9. The primary feature of the agriculture sector is its dependence on natural resources and climatic conditions, which significantly influence production and productivity.
10. The Minimum Support Price (MSP) is a government-set price at which it purchases certain crops directly from the farmers, ensuring them a minimum profit margin over their cost of production.
11. One key cost management tool used in the IT sector is Activity-Based Costing (ABC), which helps allocate costs based on activities and resources consumed.
12. The learning curve is a concept that describes how the time or cost to perform a task decreases as a worker gains experience and efficiency over time. The Learning Curve Ratio represents the percentage reduction in time or cost for each doubling of production output.
SECTION – B
Answer any FIVE questions in about 200 words each: (5X5=25)
13. Value Chain Analysis—Identify primary activities, identify support activities, analyze cost drivers, evaluate competitive advantage, and implement improvements.
14. Objective, approach, time frame, and impact.
15. Identifying activities, assigning costs to activities, determining cost drivers, calculating activity rates, assigning costs to products/services, and analyzing and reporting.
16. Material procurement cost rate—Rs. 800 per order, material handling cost—Rs. 250 per movement, quality control cost rate—Rs. 500 per inspection, Setting up a cost rate—Rs. 1,200 per setting up hour, maintenance cost rate—Rs. 600 per maintenance hour.
17. Direct cost, indirect cost, fixed cost, variable cost and opportunity costs.
18. Identifying key issues, resource allocation, and improving efficiency. Pareto analysis is a decision-making tool based on the Pareto principle, which states that roughly 80% of effects come from 20% of causes.
19. Research and Development Cost—Rs. 5,000 per project, Customer Support Cost—Rs. 500 per support call, Marketing Cost—Rs. 2,000 per marketing campaign, Distribution Cost—Rs. 400 per shipment.
SECTION – C
Answer any FOUR questions in about 500 words each: (4X10=40)
20. Waste reduction, improved quality, increased productivity, enhanced customer satisfaction, cost savings, employee engagement.
21. Market research, set target profit, calculate target cost, cost analysis, and cross-functional collaboration. Principles of target costing—customer focus, continuous improvement, team collaboration, 
22. Cost transparency, profitability analysis, resource optimization, strategic planning, performance measurement.
23. Production setup cost rate—Rs. 666.67, inspection cost rate—Rs. 500, packaging cost rate—Rs. 225, shipping cost rate—Rs. 458.83.
24. Transfer price per unit for Aravind Ltd.
	Particulars 
	 Product A (15,000 Units)
	Product B (25,000 Units)

	Total Prime Cost
	75,000
	1,00,000

	Variable overhead 
	25,000
	25,000

	Fixed cost
	50,000
	25,000


Total cost – Product A – Rs. 1,50,000 & B – Rs. 1,50,000
Profit requirement – Product A – Rs. 37,500 & B – Rs. 37,500
Transfer price – Product A – Rs. 1,87,500 & B – Rs. 1,87,500
Transfer price per unit – Product A – Rs. 12.50 & B – Rs. 7.50
If a 20% profit on the transfer price is required, we would need to adjust the transfer price accordingly. However, since the problem specifies a 25% profit on cost, the above calculations are based on that requirement.
25.  Budgeting and forecasting, ABC, Cost control measures, performance measurement, outsourcing and offshoring.

