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SECTION – A
Answer any TEN questions in about 30 words each: (10X1=10)
1.SCM refers to the process of integrating cost information with business strategies to improve cost efficiency, enhance profitability, and maintain a competitive advantage. It involves cost control, cost reduction, and value chain analysis.
2.  Purpose of Indian Cost Accounting Standard 21: The Indian Cost Accounting Standard 21 (CAS-21) provides guidelines on quality control costs, ensuring uniformity in cost measurement, assignment, and reporting related to quality management in an organization.
3. Cost reduction is the process of systematically decreasing costs without compromising the quality or functionality of products or services. It focuses on eliminating inefficiencies and optimizing resources.
4. What is the formula for calculating the Learning Curve Ratio?
5.  ABC provides more accurate cost allocation by assigning overhead costs to specific activities, leading to better decision-making and pricing strategies.
6. Budgeting is the process of planning and allocating financial resources for a specific period to achieve business objectives efficiently.
7. Market-based transfer pricing is a method of setting transfer prices based on prevailing market prices for similar goods or services, ensuring fairness and competitiveness.
8. Transfer pricing refers to the pricing of goods, services, or intangibles exchanged between divisions or subsidiaries of the same company.
9. Two Major Cost Components in Agriculture:
· Input Costs (seeds, fertilizers, pesticides)
· Labor Costs (wages for farmworkers)
10. MSP is the price set by the government to purchase agricultural products from farmers, ensuring they receive a fair return and are protected against market price fluctuations.
11. Cloud computing reduces capital expenditure (CapEx) by shifting IT infrastructure costs to operational expenditure (OpEx), allowing businesses to scale resources as needed and optimize costs.
12. Life Cycle Costing is a method that considers all costs associated with a product or asset throughout its life cycle, including acquisition, operation, maintenance, and disposal.
SECTION – B
Answer any FIVE questions in about 200 words each: (5X5=25)
13. Need for Strategic Cost Management (SCM) in Today’s Business Environment
· Global Competition: Companies face intense competition, requiring cost efficiency for sustainability.
· Dynamic Market Conditions: Rapid market changes necessitate agile cost strategies.
· Technological Advancements: Integration of technology in SCM improves efficiency and reduces waste.
· Customer-Centric Approach: Understanding cost structures helps in offering competitive prices.
· Sustainability and Compliance: SCM ensures cost-effective regulatory compliance and environmental responsibility.
14. Importance and Applications of Pareto Analysis in Cost Management
· Importance:
· Helps identify the most significant cost contributors (80/20 rule).
· Focuses management efforts on high-impact cost areas.
· Applications:
· Identifying major cost drivers in production.
· Reducing waste in supply chains.
· Optimizing resource allocation for maximum profitability.
15. Cost Per Unit Calculation for Each Product
Material Handling: ₹1,00,000 ÷ 10,000 = ₹10/unit
Quality Control: ₹80,000 ÷ 8,000 = ₹10/unit
Machine Setup: ₹60,000 ÷ 6,000 = ₹10/unit
Product Packaging: ₹40,000 ÷ 4,000 = ₹10/unit

16. =1000+(40%×1000)=1000+400=₹1400
17. Impact of Digitization and Technology on Cost Management in Agriculture
· Precision Farming: Reduces input costs by optimizing water, fertilizer, and pesticide use.
· Automation & IoT: Reduces labor costs through smart machinery and real-time monitoring.
· Supply Chain Optimization: Blockchain and cloud computing enhance transparency and reduce wastage.
· E-Marketplaces: Farmers can directly sell to consumers, eliminating middlemen and improving profitability.
18. 
	Aspect
	          Cost Control
	                                              Cost Reduction

	
	
	



	Definition
	Process of maintaining costs within budgeted limits.
	Process of reducing overall costs without affecting quality.



	Focus
	   Prevents costs from exceeding        limits.
	Eliminates waste and inefficiencies.



	Example
	Setting a budget for raw material expenses and ensuring compliance.
	Switching to energy-efficient machines to reduce power costs.



19. Ensures Fair Cost Allocation: Assigns appropriate costs to divisions, preventing internal profit manipulation.
Tax Efficiency: Helps optimize taxation strategies for multinational corporations.
Encourages Performance Accountability: Encourages cost-efficient practices among business units.
Enhances Profitability: Ensures that inter-departmental transactions reflect true value, avoiding loss-making pricing.



SECTION – C
Answer any FOUR questions in about 500 words each: (4X10=40)
20. 
	Aspect
	Kaizen Costing
	                                        Traditional Costing



	Approach
	Continuous and incremental cost reduction.
	Fixed cost targets based on budgets.



	Focus
	Continuous improvement at all production stages.
	Cost control at the planning stage.



	Flexibility
	Highly flexible, adapts to changes in process efficiency.
	Rigid and pre-determined.



	Employee Involvement
	Encourages active participation of employees at all levels.
	Mainly controlled by management.



	Effectiveness in Cost Reduction
	More effective in long-term cost reduction and sustainability.
	Short-term cost control but may not lead to sustained improvements.


21. Concept:
Life Cycle Costing (LCC) evaluates the total cost of a product or asset from acquisition to disposal. It includes:
· Initial Costs (design, procurement, installation)
· Operating Costs (energy, labor, maintenance)
· End-of-Life Costs (disposal, recycling)
Benefits in Sustainable Cost Management:
· Reduces Total Ownership Costs: Helps in making cost-effective decisions for long-term savings.
· Encourages Sustainable Practices: Promotes eco-friendly materials and energy-efficient processes.
· Improves Profitability: Identifies cost-saving opportunities throughout the product’s lifecycle.
· Enhances Decision-Making: Assists managers in selecting cost-effective production strategies.
22. Implementation Stages:
1. Identify Cost Pools – Group similar overhead costs (e.g., production, packaging).
2. Determine Cost Drivers – Identify factors influencing each cost pool (e.g., machine hours, labor hours).
3. Assign Costs to Activities – Allocate costs based on usage of cost drivers.
4. Calculate Cost Driver Rates – Compute the cost per unit of driver activity.
5. Allocate Costs to Products/Services – Assign overhead costs accurately to products based on driver usage.
6. Analyze and Optimize – Use insights to improve cost efficiency.
Challenges:
· Complex Implementation: Requires detailed data collection and analysis.
· High Initial Costs: Involves software, training, and implementation expenses.
· Resistance to Change: Employees and management may resist adopting a new costing method.
· Data Accuracy: Incorrect cost driver identification may lead to errors.

23. Total Cost=Prime Cost +Variable Overhead + Fixed Cost
	Product
	Total Cost
	Transfer Price (30% Profit on Cost)
	Transfer Price (25% Profit on Transfer Price)
	Transfer Price per Unit (30%)
	Transfer Price per Unit (25%)

	X
	₹2,10,000
	₹2,73,000
	₹2,80,000
	₹13.65
	₹14

	Y
	₹2,20,000
	₹2,86,000
	₹2,93,333
	₹9.53
	₹9.78


24. 
	Overhead Activity
	Overhead Cost
	Cost Driver Activity
	Cost Driver Rate



	Machine Operating Cost
	₹10,00,000
	4,000 hours
	₹250 per machine hour



	Inspection Cost
	₹3,00,000
	1,500 inspections
	₹200 per inspection



	Packaging Cost
	₹2,50,000
	5,000 packages
	    ₹50 per package



	Labor Cost
	 ₹12,00,000
	    6,000 hours
	          ₹200 per labor hour



	Administration Cost
	₹6,00,000
	2,000 orders
	₹300 per order



25. Cloud Computing Adoption: Reduces capital expenditure by shifting to pay-as-you-go models.
1. Automation & AI: Reduces labor costs through automated processes and chatbots.
2. Outsourcing & Remote Work: Saves infrastructure and operational costs.
3. Open-Source Software: Avoids licensing fees and promotes cost-effective development.
4. Data-Driven Decision Making: Uses analytics to optimize IT investments and resource allocation.
5. Lean & Agile Development: Focuses on cost-efficient software development cycles.
6. Energy Efficiency & Green Computing: Lowers operational costs through energy-efficient data centers.
These strategies help IT companies maintain profitability while staying competitive in a dynamic global market.

