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PART- A (10 × 1 = 10 Marks)
Answer any TEN questions.
1. Define Strategic Cost Management
	According to Harvath and Brokemper “Strategic cost management has emerged as a key element to attain and sustain competitive advantage through long term anticipation and formation of costs levels, costs structure and cost behaviour pattern for products, processes and resources. For this purpose strategic cost management must provide managers with diferent information”.                                 
2. What is the need for Value chain analysis?
	Value chain analysis helps to figure out the best strategy according to the current market scenario. It helps an organisation to find gaps in the market and in order to fill the gaps, an organisation can use the price and quality of their products to find a perfect segment in market for them to survive or gain competitive advantage in the market.
3. What is Six sigma?
	Six sigma concept aims at eliminating defects by monitoring errors, find solution to errors to eliminate them and achieve zero waste concept. 
4. Explain the meaning of Pareto analysis.
         Vilfredo Pareto defined the rule as the top 20% of the country’s population accounts for an estimated 80% of the country’s wealth or total income. It is renamed the 80-20 rule as Pareto’s rule of unequal distribution. Pateto analysis helps in saving resources like time which is critical for any business. 


5. Write a note on Target costing
	Target costing is a pricing strategy in which a company determines the desired profit margin for a product and then works backward to establish a cost structure that allows the product to be profitable at that price point.
6. Explain about life cycle costing. 
	Life cycle costing is the cost of a product from designing stage till customer service stage. It includes all costs involved during the lime time of a product excluding salvage and residual value. It is sum of all costs that are incurred by the organisation and customer during the life time of a product or an asset. 
(1) Focus on total cost of ownership
(2) Design for long term cost efficiency
7. Define Activity based costing
	Activity based costing (ABC) is a costing method that assigns overhead and indirect costs to specific activities and products based on their actual usage.	
8. What is meant by cost driver?
	Cost drivers also known as activity drivers, are factors that cause the cost of an activity to increase or decrease. They represent the linkage between activities and resources they consume. In ABC costs are allocated to cost objects based on the number or intensity of cost drivers.
9. What are the methods of Transfer pricing?
1. Comparable uncontrolled price method
2. Cost plus
3. Resale minus method
4. Transactional net margin
5. Profit split method
10. What is negotiated pricing?
	A price agreed upon for the supply of goods or services by both buyer and seller is called negotiated pricing.
11.  Explain in brief about Information Technology sector
	Information Technology sector deals with software, computers, equipment to process, manage and store data. The sector even provides service in form of internet services, digital content creation, software and hardware development, IT consultation and e-commerce.
12. What do you mean by Minimum support price
	Minimum support  price is the minimum price decided and set by the government for certain agricultural produce. These prices are like guarantee prices set in order to help the farmers.


[bookmark: _Hlk206764822]PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
13. What are the key principles of Kaizen costing?
1. Incremental improvement
2. Employee involvement
3. Waste reduction
4. Cost control
5. Standardisation
14. What are the features of JIT?
1. Demand driven production
2. Minimal inventory levels
3. Strong supplier relationships
4. Pull system
5. Small batch production
6. Continuous improvement
7. Waste reduction
8. High quality control
15. Explain the various stages of product life cycle costing.
1. Development stage	2. Introduction stage	3.growth stage	4. Maturity stage	 5. decline stage.



16.                              Statement of Target cost of the products
	Particulars 
	M (Rs.)
	N(Rs.)

	Sales value
	(800x1000)= 8,00,000
	(1000x2000)=2,00,000

	Less : Return on investment (450000x20/100)
	                  =    90,000
	                    =    90,000

	Total cost
	               7,10,000
	                     19,10,000

	Target cost per unit
	710000/1000=Rs.710
	1910000/2000=Rs.955



17. Overhead cost under Traditional method:
	Overhead /labour hours = 3,00,000/10,000hrs = Rs.30 per hour

Overhead cost under activity based cost method.:
Rate per machine hour = Rate per machine hour : 3,00,000/6000hrs = Rs. 50 per hour
18. Analyse the benefits of Transfer pricing
	.1. Enabiling fair performance evaluation
2. Optimising resource allocation
3. Improving tax efficiency
4. Helps the organisation in achieving high profitability 
5. Production decisions on how price impacts sales on a cost volume profit basis.
19.  Explain why cost management is important in Agriculture sector
	Cost is an important part of agriculture. A farmer compares the cost of production and the price at which his goods or crops are sold in the market
	The farmers also lack awareness in the cost management area which might be the main reason for hesitation among the farmers to implement it in agricultural activities.
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PART - C (4 × 10 = 40 Marks)
Answer any FOUR questions
20. [bookmark: _GoBack] Explain in detail about the merits of lean system
	1.Managing human resources 2. Efficient and simple business process  3. Managing ever changing priorities in a better way 4. Better project visibility 5. Increased team work 6. Increased team morale. 7. Imporved visibility to shareholders 8. Reduced costs 9. Predictable delivary to customer and customer value  10. Reduced lead time.
21.          			Estimated target cost.	
	Particulars
	Y              Rs.
	Z                           Rs.

	Sales revenue
	22,50,00,000
	32,50,00,000

	Less: Fixed cost
Depreciation
ROI 12%, 14%
	       5,00,000
1,50,00,000
1,20,00,000
	        2,00,000
1,00,00,000
  70,00,000

	Target variable cost
	19,75,00,000
	30,78,00,000

	Per unit
	Rs.7,900
	Rs.6,156


22. Differentiate between cost control and cost reduction.
	Cost control
	Cost reduction

	It focus on reducing overall cost without compromising on quality
	It focus on reducing unnecessary expenses and reducing per unit cost of production

	Budgetary control is the tool used in this technique
	Techniques like ABC analysis and standardisation are used.

	Main focus is on maintaining and managing cost 
	The main focus is on reducing cost per unit and maintaining quality at the same time

	Aims at reducing and control cost only for particular period of time. It is temporary in nature
	It is a long term process. It is permanent in nature.

	It requires constant observations it is a day to day activity 
	It requires creativity. It is a research oriented activity




23. Compute the cost driver rates from the following:	
1. Material procurement rate : Rs.800 per order
2. Material handling rate 	:     Rs.250 per movement
3. Setting up cost 		:      Rs.120 per hour
4. Maintenance hour rate	:    Rs.600 per hour
5. Quality control rate         :   Rs. 500 per inspection

24.     Compute the transfer price if is based on 
1. Cost + 20%	= M =Rs.1,140	N=Rs.1,200
                         
2.  Transfer price and 20% = M =Rs.1,187	N=Rs.1,250

25. Explain the various tools used for Cost management
Sector
1. Product life cycle costing
2. Activity based costing
3. Direct costing system
4. Aborption costing
5. Standard costing
6. Operational costing

								*************



