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INTRODUCTION 

 

The the fundamental changes of the model for the development of  Romanian industry 

which took place later the year 199, materialized by passing to the centralized economy, to the 

free market economy, generated significant transformations, more or less, is valid, with a 

number of positive effects manifested at the level of the whole economy, but also with the 

maintenance of regional imbalances and operational faults which considerably reduces the 

development potential of both industry and in particular, and the whole economy. 

If  in the age of centralized economy, fundamental coordinate the development of the 

country of the state under the sign of forced industrialization - in the first row of the engineering 

industry, whose role was to provide facilities other industries and the economy - and a balanced 

distribution of industries producing throughout the territory of the country during the post-

December "tune" has been changed, in the sense that it was considered that in the absence of a 

continuous investment process, extensive industrial development means a process free of 

economic foundation, generator of a huge waste of resources.  

Long period of transition that followed, lacking a strategic economic vision, did nothing 

else than to perpetuating the characteristics of industries in the preceding period, without 

providing a real modernization, which has caused an extraordinary growth of exports, a chronic 

shortage of foreign trade balance, undesirable changes in the weights of industries according to 

a series of qualitative criteria.  

After 1th January 2007, when Romania has become EU member state, industrial 

specialization has become more accentuated. Due to the penetration of the Romanian economy 

in very strong competition on the single European market, under the influence of external 

factors and not of strategic decisions of the Government of our country, has been passed to a 

top quality phase of the evolution of the economy, the processing industry recording concrete 

progress, with all that they have been located far below the level which could be conferred by 

the production potential, innovative and existing trade at that time. It should be noted that the 

position of  an industry in the overall economy of a country depends not only on the industry's 

own performance (including those related to costs) but also on those of the other economic 

sectors that make up the beneficiaries of the products and services provided. 

Brainstorming  

The reduction of the weighting of the industry (in general, the contemporary period) in 

the structure of the national economy is appropriate changes in final demand of goods and 
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services. But these changes have been generated by growing supply shortages (adaptation to 

demand, lack of innovation, low investment for upgrading, high costs), which gradually cancels 

out any competitive advantage held by the industry. 

Following the general trend, and the food industry reduced its share in the total industry, 

despite the fact that it has competitive advantages present and potential, but also a considerable 

demand both on the domestic market, as well as on the international markets.. This requires the 

adoption of strategic measures not only at the level of the companies but also at the level of the 

governmental decision makers in order to stimulate this activity.  

The food industry, beverages and  tobacco products industry represents the 

manufacturing  industry which is the most important contribution   to the gross value added on 

the whole economy. The potential to generate added value of this industry still has important, 

untapped reserves, to the extent of the competitive advantage it has at its disposal. Are we 

obviously asking ourselves why the food industry continues to be in crisis? What are the causes 

that do not allow an accelerated development of this industry that has favorable premises? To 

what extent is the stagnation of food industry development determined by the nature of 

managerial behavior? Is the method of calculation of costs a primary element which adversely 

affects the development of this industry? Is there a unique calculation method that ensures the 

efficiency of the activity entities of the food industry? Or, is there an optimal model for 

characterizing the performance of entities carrying out activities related to the food industry? 

We believe that indeed the costs could have a major influence, and in the context of the 

ideas set out above must be analyzed the way in which the decision-making management 

behavior has been influenced by different categories of costs, while the management accounts 

and the calculation of costs and adapted to the requirements of the content of the information 

society and qualitative requirements of the profile entities, are in a continuous dynamics. 

Our research on the food industry, a very wide field and with very different structural 

components, namely the costs involved here, detailed has been facing toward one of the 

branches of the food industry, industry moraritului panificatiei respectively, and pasta 

products, hereinafter called generic bakery industry. 

From the  thematic point of view, the research is carried out in the field of management 

accounting and costing, but through the content and approach of the identified problems it 

assumes an interdisciplinary character, a direct consequence of the connections established 

with other disciplines in the sphere of economic sciences. This is absolutely necessary in the 

context in which, as Professor Sorin Briciu emphasizes, "management accounting has had a 

distinct historical evolution, in step with the development of the production of goods and of the 

economy competition. In the context that the market belonged exclusively to the producer as a 
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result of the insufficiency of the goods required by consumers, that of a subproduction, the role 

assumed by the management accounts was to rely on the calculation of full costs, aimed at 

enabling the producer to make the adjust its prices to the process of amending the costs. Over 

time, with the intensification of the competitive environment, there have been mutations in 

market position, namely in the economic power, changing from producer to consumer. Also, 

the changes have been occurred due to the successful implementation of new management 

models, to technical progress, etc., all of which have a significant influence over the 

management accounting systems, guided to forecast the level and cost structure, and in 

particular to their operative control "1 . 

Taking into account the considerations presented, we believe that the the management 

accounting which shall apply in the food industry, respectively the bakery branch, has recorded 

a multitude of developments and deepening. In the context of this industry, the costs involved 

in the production activity are specific costs of finished products sold on a commercial scale and 

covering all costs related to the manufacturing and sales process. The fundamental issue is not 

about this but about how to deal with the management accounting methods which are applied 

in the food industry and which have as their center the problem of choosing optimal cost 

centers, in order that they can be used in external reporting. In real economic and productive 

life, choosing a cost center also influences the option for a certain cost accounting and costing 

method. 

The topicality of the theme approached 

The reason for choosing the theme of this research is represented by the personal 

interest in contributing to the identification of solutions designed to optimize the functioning of 

the cost calculation and organization of the management accounting at the level of the entities 

in the food industry. By identifying and implementing a system able to integrate the 

organizational objectives with the activities and costs involved in carrying out these activities, 

we intended to study the impact of the information obtained  have on cost management, efficient 

allocation of resources and / or processes. 

From the perspective of the theoretical approaches, From the perspective of the 

theoretical approaches, citations and syntheses made, the work aims to bring a plus of 

knowledge in the following directions: the particularities of the Romanian food industry 

development in the context of manifestation of factors of influence at national and international 

level, the accounting of the bakery entities, the decisional process based on cost in the bakery 

industry, methods and techniques for calculating costs in the bakery industry, systems for the 

                                                           
1 Briciu C. Sorin (2006), Managerial Accounting. Theoretical and practical aspects, Ed. Economică, Bucharest, 

p.59-60 
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management and the assessment of the performance indicators in the bakery industry. All these 

can be a general framework for addressing the general themes approached.. 

From a strictly applicative point of view, the results synthesized as a result of the 

research are meant to provide a clear answer to the quantification and dynamics of costs in the 

bakery industry, namely, in terms of cost evaluation of the entity's performance. 

Why is it important and current such a research? Because the entities in the food 

industry, and especially the bakery industry, are today operating in a highly competitive market, 

a market where prices are established by direct confrontation of demand with the offer, and the 

deep knowledge and cost domination represents one of the main factors that can lead the entity 

to the proposed performance level. 

Our research focused strictly on the bakery industry, and on the specific case of S.C. 

"Micu Bakery" S.R.L. We found, without being surprised, that at present the application of the 

standard cost method is still supported, although the analyzed entity does not follow all the 

principles underlying the method. 

The proposals that we have issued here take into account, on the one hand, the correction 

of the application of the current costing method and, on the other hand, the implementation of 

new calculation methods (ABC and ABC / M) on which we consider more suitable and more 

effective for the management of the entity, taking into account the specificity of the bakery 

industry. Our calculations led us to the conclusion that the entity in question can implement the 

ABC method or its proposed variant, so that  would benefit from multiple benefits. 

As a result, the aim pursued by us and which we want to achieve through this scientific 

approach is to highlight as clearly as possible how costing and management accounting can be 

improved the calculation of costs and the management accounts, by improving current methods, 

but also by the analysis and implementation of methods having regard character of novelty. 

Context of research - Objectives and working hypotheses 

We have positioned research in the context of the bakery industry, the basic branch of 

the food industry, with direct applications to S.C. "Micu Bakery" S.R.L., entity that offers a wide 

range of bread, bakery and pastry products, manufactured in their own bakeries, exclusively 

from flour and not from imported frozen dough. 

The overall objective of the project was focused on the analysis of the potential for 

implementing and developing new cost-accounting methods in cost accounting and costing, 

which can be used in the bakery industry, the basic branch of the food industry. 

 The scientific approach was subdivided into the following specific objectives: 
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O1: a general analysis of the food industry in our country, its structural components, 

namely the presentation of the role and place of the bakery industry in the context of the food 

industry;  

O2: highlighting the evolutionary dimensions of the bakery industry in Romania, taking 

into account the specific priorities and constraints of this field; 

O3: identifying the role on which the cost and costing methods exert on decision-making 

and performance of bakery entities; 

O4: performing a critical analysis of the current organization of management accounting 

and cost calculation (standard calculation) at S.C. "Micu Bakery" S.R.L., component of the 

bakery industry; 

O5: the analysis of the possibilities of improving accounting management and costing 

of S.C. "Micu Bakery" S.R.L. through the implementation of the ABC method and the ABC / 

M method, much more reliable than the methods used by the entity at present 

O6: identifying the possibilities to improve the management-cost-based behavior in the 

bakery industry in Romania. 

 In the outline of the assumptions of the research we started from a series of questions: 

What are the brakes that hinder the development of the food industry, despite the 

possibilities it has? 

What is the nature of managerial behavior in approach cost issues? 

Are costs an element that negatively influences the progress of the bakery industry? 

Which is the most appropriate method of calculating costs? 

How can the entity's performance be optimal reflected? 

During the initiation process I tried to provide the most relevant answers to these 

questions, assertions directed by a few hypotheses aiming to relate the analyzed phenomena in 

a scientific manner. In this context, I admitted that: 

I1: A temporal mechanism which has the effect of increasing the resources deficit of 

food industry in relation to its needs. 

I2: The implementation of new methods of management accounting adapted to the 

particular characteristics of the food industry determines cost efficiency. 

I3: Industry performance, no matter what it is, goes beyond the notion of financial 

performance. 

The present research project followed exposure to a custom vision of the problem in 

order to achieve the above mentioned objectives, and not just a simple validation / invalidation 

of the assumptions listed. Certainly, the coherence of the assumptions and their identification 

with the concrete reality imposed a series of additional verifications. The validation of the 
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hypotheses was achievable through the use of scientific reasoning, whose purpose was 

represented by the issuing  of ideas of novelty character, subsequently materialized in 

conclusions. 

Innovative character of this scientific approach is given by the systematization of the 

general context of management accounting and costing with a focus on the bakery industry, 

which emphasizes the need to implement new, modern methods of costing in the food industry, 

as well as highlighting the concrete ways of implementing them within the entity / entities, the 

subject of the empirical study in chapters 4 and 5. Moreover, the model for optimizing the 

evolution of the entity's cost performance in the current context, as well as the step-by-step 

implementation of the ABC method, respectively the proposal on the implementation of a 

customized, custom-tailored calculation method tailored to the specificity of the company, are 

novelty elements. 

Taking into account the assumed objectives and the assumptions made, the thesis 

required structuring in six chapters, the latter being dedicated to general conclusions and 

assessments, synthesis of own contribution, research results and future projects. 

The first chapter of the initiated process, " The Food Industry in Romania -General 

evolution, organization, context and reform" makes a review of the main historical stages of 

development of the food industry, emphasizing its particularities in the context of manifestation 

of influence factors at national and international level. 

It was highlighted that the food industry in Romania has known significant 

transformations over the last 20 years, both generated by changing the socio-economic 

conditions, the removal of quantitative restrictions on imports, the liberalization of industries 

and the entry of foreign entities into the market by the increase of the incomes of the population 

. 

The special features of the food processing industry are mainly induced by the 

characteristics of the productive processes, especially because the food industry is characterized 

by a number of specific aspects associated with both the nature of the raw materials to be 

processed and the finished products made. 

The political and economic development of our country creates the context of industrial 

development (default in the food industry). Although our country has become a member of the 

EU on 1th of January 2007, we are still in the category of the poorest members of the Union. 

However, joining the EU has provided us with access to a vast foreign market and sent a positive 

signal to potential foreign investors. From this point of view, membership of the EU is regarded 

as a great opportunity for the industry of our country. 
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Lately, the food industry has reduced its share in the assembly of the processing 

industry, although it has certain and potential competitive advantages and has a considerable 

demand on the domestic and international markets, which requires measures at the level of 

economic entities, but also governmental authorities in order to boost this activity. Government 

decision-makers are aware that the food industry has overriding needs foreign capital to re-

technologize and to become competitive. In view of the relatively low level of net investment 

in the food industry to identify the means to encourage capital investment in the sphere of 

producing the food processing industry, in particular in rural areas. 

The bakery and pasta products industry (bakery industry) is a basic sector of the food 

industry and enclose the entities whose object of activity is the manufacture of bread, 

manufacture of cakes and fresh pastries products, cookies and biscuits, manufacture of cakes 

and preserved pastry products, macaroni, noodles, couscous and other similar flour-like 

products. The bakery industry is positioned on an important place in the food industry, and this 

is primarily due to the fact that bread has been and continues to be a basic food consumed daily 

by the Romanians. 

Unfortunately, however, the bakery products market in our country is excessively 

fragmented. At the local level, the situation is even worse, the market being divided by two-

three large producers, which have a market share between 30-40%, the rest being divided by a 

few hundred bakeries or small entities. 

Because the Romanian consumer has become more demanding and sophisticated 

regarding gastronomic products, including bread and bakery products, local producers are 

constantly constrained to become more innovative and to diversify their production in order to 

be able to meet the demand of the market, especially that our country is one of the most 

important cereal producers in the EU. 

In this context, the bakery industry must constantly face particular external competitive 

challenges, special external context in which the entities in the field must be able to create and 

/ or implement an information management accounting system and costing in the purpose of 

providing additional decision support. In this way, running a cost-based decision-making 

process can be an asset of the entity and why not, of the entire industry, providing a competitive 

advantage. Costs could have a major influence, and in the context of the ideas outlined above, 

must be analyzed the way in which the decision-making management behavior has been 

influenced by different categories of costs, especially in that time management accounting and 

costing adapted its content to the informational and qualitative requirements of profile entities 

in a continuous dynamics. 
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Starting from this statement was structured the second chapter of the study "Cost - 

Decision - Performance in the food industry, with applications in the bakery branch". 

The cost has been dealt with in the context of management accounting, focusing on the main 

cost categories used in the decision making process, concerned on the costs of production which 

appear in the bakery industry. The management information system has been integrated into 

the the strategic approach to improve the management of costs, respectively in the cost-based 

decision-making process in the bakery industry. Have been addressed in short the main methods 

and techniques relating to the calculation of costs in the bakery industry, as well as management 

systems and performance indicators of entities operating in this area, have been briefly 

addressed. 

The performance of entities which are active in industries involving the production of 

any type kind can not be evaluated in the absence of methods, techniques and tools specific to 

management accounting that aim both to quantify performance and, implicitly, to appreciate it, 

but also to identify areas that can be streamlined. The decision-making process to increase 

efficiency and, implicitly, increase financial performance must be based mainly on information 

provided by management accounting. 

In Romania, after 1990, there has been a repositioning of the management accounting, 

which regains its purpose to characterize the plus of value that can be obtained from the most 

responsible use of the resources. Obtaining a plus value must not be regarded unilaterally only 

from the perspective of the rational use of resources, but also the use of the most efficient 

technologies, as well as control methods. Also, value concepts acquire multiple valencies - 

value for customers, shareholders or for the entity, and the  balance must be found between 

these values, which involves a complex pattern of business entity management. In this context 

it had been hoped for the practical implementation of the concept of quality, the renunciatio of 

certain activities in favor of third parties, the distribution of the profits, the guarantee of 

fundamental skills, improvement and permanent adjustment. 

In order to meet the contemporary requirements, management accounting has 

undergone profound transformations, has been permanently renewed, proposing in practice 

practical methods and innovative techniques, whose role is to increase the credibility of 

managerial decisions, especially those of supervision and control . Therefore, at present 

management accounting exerts a strong influence on the decision-makers from organizational 

and social management.  

The cost can be regarded as a method for the quantification of the transfer of resources 

to the value from the assets produced or acquired, while the expense of the quantification of a 
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consumption value having the effect of reducing the assets and/or increase the debts, with a 

direct impact on the economic situations. 

The management information management system is dependent on several factors of 

influence, including the functional dimension of the entity, the characteristics of the decision-

making process, the relationship between management accounting and other functional 

structures, as well as its positioning within the entity, the implementation of innovative 

technologies and the specific information society products, the way of organizing the 

information system, etc. All of this directly influences the organization of the management 

accounting at the entity level. But effective cost management can intervene in the planning 

phase, not in the production phase. In the production and sales phase, cost management should 

focus on isolating and eventually eliminating them. 

In order to determine the cost of production and to analyze the main practices used for 

the purpose of efficiently allocating costs through a decision-making process based on relevant 

cost information, a set of rules and principles can be developed to ensure the normalization of 

management accounting and calculation costs. However, it should be underlined that at 

international level there is no generally accepted normalization process. 

Also, without denying the importance of cost relevance, it should be said that the subject 

of management accounting only focuses on precise costing techniques. Practice has shown that 

by using traditional management accounting methods, a high percentage of costs are arbitrarily 

allocated, and entities often lose control over cost inducements and do not have a correct 

perception of cost dynamics. Cost management should not only focus on costs but also on ways 

to increase productivity, increase customer satisfaction, and acquire and maintain a strategic 

position of the entity. 

The implementation of a costing system in bakery entities should be based on activity 

specifics and operating parameters, and any modification of these should be reflected in the 

calculation system, which needs to be adapted to new identified needs. Depending on these, the 

methods and  procedures for management accounting will also be chosen. In view of the above-

mentioned characteristics, it is impossible to determine the direct costs of each product. 

Therefore, expenditures are determined on a product range by specific procedures, which allow 

subsequent identification of expenses on the product. Production  must be homogenized by 

establishing common criteria for products that make up the final production. 

The option for a costing method or method presents both benefits and disadvantages. 

However, regardless of which is the system that is to be used, the information underlying the 

calculation must be delivered within a reasonable period of time, accurate and relevant, and the 

cost or to be one acceptable. 
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Whether it belongs to the bakery industry or other industry, any entity has the freedom 

to choose from a variety of costing methods, and improved management accounting may either 

aim to improve the method the entity uses or implement a new method that is better suited to 

management information and management needs. When implementing a new method, a 

detailed analysis of implementation costs as well as cost-benefit ratio, especially in the long 

term, should be carried out. 

Cost information is impetuously needed when making decisions when it comes to 

determining the profitability threshold, assessing managerial performance, developing and 

controlling budgets, producing or purchasing a product, etc. Due to the fact that fixed or variable 

costs have a relatively constant behavior, the analysis of mixed cost behavior needs to be 

deepened. Using a series of mathematical methods, it is possible to determine the size of fixed 

and variable costs in the situation where only mixed cost is known, the information needed to 

calculate the profitability threshold. 

Cost - production - profit relationship in the bakery industry and beyond is the subject 

of performance analysis. The critical point is part of the performance indicators category. A 

reduction allows an increase in the entity's ability to obtain economic gains. It also allows for 

economic risk assessment by alerting decision makers to the level that differentiates between 

profit and loss so that they can intervene in correcting, preventing and / or limiting the effects 

of actions that negatively affect the entity's economic and financial result. 

The third chapter of the study, "Costs and Managerial Behavior in Organizing 

Accounting in the Bakery Industry", refers to a relatively young company that entered the 

local bakery market in 2016. Our study will focus on bread as a product end of the production 

process carried out within the "Micu Bakery" 

As the production process itself has a great  impact on the organization of management 

accounting and costing, an overview of this process is presented. 

As far as the decision-making process of Micu Bakery is concerned, this is a traditional 

one, based on the information provided by the management accounting, which takes over the 

expenses recorded in the financial accounts by spending items. The entity under consideration 

opted to calculate the costs per tonne of the end product by using the standard cost method that 

does not raise special requirements and is therefore used by many entities. 

At Micu Bakery the elaboration of these standards involves the participation of 

production technicians and accountants.  

For raw materials and materials, standards are set for each product based on the standard 

quantities required by retailers and the standard supplier prices for them. In terms of the size of 

the specific consumption highlighted by technical standards, these are normative. The following 
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elements shall be taken into account in the development of the technical standards: the product 

to be manufactured, the quality standard of the raw materials, the installations used in the 

production process, the suppliers and the means of supply. 

In the case of the analyzed entity, where mass production is of a continuous nature and 

no manufacturing batches are identified, the standards start from the recipe, which stipulates 

the dosage of the component raw materials and  their processing yield. Laboratory analyzes of 

the raw materials are also carried out and their chemical composition is determined. All this is 

noted in the technical documentation of the entity. The amounts for the costs obtained from the 

calculation shall be recorded in the standard cost sheet for each product. 

The process of budgeting the indirect costs of the entity analyzed in the case study is 

based on the average indirect costs recorded in the previous period. From a theoretical point of 

view, the use of the CS method involves a certain phasing of spending budgeting, which is then 

centralized into a general spending budget. This has not been identified as practiced by the 

studied entity. Regardless of when the distribution takes place, the basis for substantiation is 

the cost of production, which is directly influenced by all the factors that took part in the 

production process. The cost of production is undoubtedly the most relevant basis for allocating 

indirect costs and, as far as the process is concerned, it is usually the supplementation process. 

Calculation of the allocation coefficient is made by reporting the total of general administration 

expenses to the total cost of total cost centers. 

The full cost of the entity is determined by adding to the cost of production the amounts 

of car fleet and general costs. These are taken  into account and allocated to the actual cost of 

the products delivered to consumers. Micu Bakery does not take into account the deliveries he 

makes to his own shops, a context in which he does not even calculate selling expenses. 

It is necessary to understand what is the correlation between production and factor, 

corresponding to different levels of factor allocation. A function of this kind also highlights the 

way in which production evolves according to the variation of the assigned amount of a given 

factor. The correlation can be addressed both in terms of the technical aspects (maximum 

production being equivalent to the maximum point) and the economic ones (which must be the 

level of attribution of the factor and, as such, of production, in order to obtain a maximum profit, 

in the context of the price of the factor and the product). Therefore, it is the question of 

identifying an optimal award limit, or in other words, the point where the optimal economic 

achievement. 

The dimensional optimum is heavily influenced by new production techniques, is made 

over time and adapts to market requirements. What is meant in designing the dimensional 

optimum is that production grows so that additional costs are lower than additional revenues. 
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Taking into account that we know the quantity of raw materials and materials that are 

included in each product category as well as the related costs, as well as the selling prices, we 

intend to determine the quantities of products per product range that can maximize the rbakeries 

revenues while maintaining the same total costs of raw materials and supplies. To solve the 

defined linear programming we used the Solver application in Excel 2000, an application 

dedicated to solving optimization problems, which has the ability to solve linear and nonlinear 

models. 

The fourth chapter of our approach was called "Research on the possibilities of 

improving accounting management and costing in the bakery industry by implementing the 

activity based costing method - ABC method." 

The ABC method allows a much more relevant cost estimate than other methods due to 

the clear evidence of the link between resources - activities - cost objects, but also by 

recognizing the so - called cost and activity inducers. If at the initial stage of the development 

of the ABC method it was perceived as a method of calculating the cost of some products or 

services, which is more effective, it has gradually become a method of guiding the managerial 

actions that can be quantified in the report with profitability. 

The ABC method of activity-based costs has been designed based on the need to obtain 

as close to reality as possible information on costs claimed by production processes. Clearly, 

the companies in the manufacturing sector were first interested in implementing this method, 

maximizing their interest under the influence of the exponential and almost uncontrolled 

development of existing markets (or new markets) as well as a particular increase in costs 

indirect production generated by the widespread use of automated equipment. 

Obviously, both the ABC method and traditional methods of indirect cost allocation 

have common elements and distinctions. However, it is clear that the ABC method provides 

more relevant information from the perspective of the results generated by the absolute 

inclusion of all the activities involved in the manufacture of a product. Despite the fact that the 

differences in costs resulting from the application of the methods are important, the 

implementation of the ABC method is much more expensive from the financial point of view. 

The technological process of production activity within S.C. "Micu Bakery" S.R.L. is 

broken down into several successive activities. The purpose of implementing the ABC method 

is to establish the production cost corresponding to outputs of the production process, in the 

case of the analyzed entity, white bread. For this, it is necessary to recognize and establish the 

direct and indirect costs that are involved in the activities that make up the production process. 

The determination of the direct and indirect costs of the production process is based on the 
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analysis of the expenditures that were recorded in the corresponding checking balance of 

February 2018, respectively the revenue and expenditure budget. 

By comparison costs, a considerable difference is found between the unit cost 

determined by the ABC method and the Standard Cost method. In the end, the difference is 

natural, given that the modalities of indirect costs were different. Despite the fact that for a 

given product (500g white bread) the result thus obtained is not relevant (although the profits 

are very different) when the whole production is analyzed, the results are essential for the 

managerial decision-making process. When applying the standard cost method, the profitability 

is approximately 77% (unrealistically, we consider it), while when applying the ABC method, 

its level is reduced to about 36%. This makes us think that the ABC method is more realistic, 

adapted to present needs. 

Although the entities active in the production sphere have already recognized the 

importance of management functions, little attention has been paid to the independent 

assessment of the associated costs and the performance of these activities. Making such 

assessments is not easy because production cost schemes are not sophisticated enough to 

distinguish and individualise all operations. 

In this context, we believe that a multiple approach to indirect cost allocation can be 

applied to the setting up of any model for the calculation of costs.. The method we propose 

could be considered as a special form of the total cost calculation methodology. The application 

of such a method is necessary because the management costs are usually considered as indirect 

costs of the production entities.  

To highlight the advantages of the proposed method, which we will appoint still method 

multi-level, we started a pilot calculation for the entity approached and in the empirical studies 

of earlier. We have in view of an application from the real life on which is based the input data, 

so that they are not only estimates, but the real cost components. 

Certainly, the implementation of this model in an entity of the bakery industry, which 

in essence is very simple, may be relevant for the drawing up of the general conclusions and 

development prospects. The use of its effective in the activity of production would require with 

certainty a development of the model as each entity shall establish its own operational 

specifications. 

Chapter five, "Improving cost management in the bakery industry in Romania - The 

Balanced Scorecard Method" includes an analysis of causal relations with an effect on 

strategic objectives, which allows the critical factors of success to be evaluated at times making 

adjustments where necessary. 
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Knowing on detail the causal relationships, by making the scoreboard the leaders 

observe the displacements from the targets set as soon as they take place and have the ability to 

act immediately on the causes that have produced them. 

I applied the method to "Micu Bakery" using a dedicated software, BSC Designer Light. 

We have applied the method to "Micu Bakery" using a dedicated soft, the BSC Designer Light. 

We are of the opinion that the entities may choose and they may be adapted to the needs of its 

own information placed driving position and the reporting of success. Use can be made in 

conjunction with notions specific to the situation, providing prompt responses to managers 

expectations. 

The last chapter is dedicated to the general conclusions and assessments. It is also a 

synthesis of its own contribution to the development of the field, focusing on dissemination of 

research results and future projects. 

Research methodology 

The theme, as well as the way in which the hypotheses were structured, the scientific 

rigor of the formulated arguments represent qualitative criteria of appreciation of the undertaken 

approach. The value of the study is given by the proper structuring of the object of the research, 

the methods and the research methods used, as well as by the qualitative and quantitative 

analyzes carried out in practice2, details detailed in this approach. 

On the basis of process-orientated research was the documentary research, thus offering 

the possibility of very thorough investigation of the theoretical approaches taken and / or the 

verification and confirmation of the established hypotheses. 

In the context of observing the studied phenomena and tracing the conclusions, we were 

based on induction and deduction, the analyzes being oriented from general to particular, but 

also vice versa. 

The analysis methodology embraces both general and specific approaches. Were used 

comparative analysis and constructive critique, as well as a number of numerical analyzes. The 

management accounting and costing system in the subject entity of case studies has been 

analyzed, and pertinent solutions have been proposed to improve its activity. As for the 

empirical study, the focus was put on the case study. 

For the analyzes to be carried out in the framework of the specific numeric approaches 

have been used for both mathematical models for the definition of the problems (linear 

optimization nodes) and  mathematical tools and software applications for the settlement of the 

models designed (Excel, Solver). 

                                                           
2 Thiétart R.A. (1999),  Méthodes de recherche en management, Dunod, Paris, p. 122 
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As an informational support of the scientific approach, we mention, besides the 

bibliography we consulted (more than 100 sources of books, articles, legislation, websites, 

guides, etc.) and the data provided by S.C. "Micu Bakery" S.R.L., also as a result of the 

discussions I had with the owner of this entity. 

I have drawn a series of conclusions that I have argued through interactive and iterative 

research methods. Regarding the specific techniques, we used a series of procedures, as follows: 

data and information collection, classification - inductive generalization, modeling of 

hypotheses, deduction etc. 

Without being able to encompass the whole food industry, particularly complex and 

extensive, within the present scientific approach we have limited to a number of particular 

problems specific to the bakery industry. However, we believe that the work that we have 

conceived is a first step for future scientific approaches, with the focus being on untreated issues 

now, precisely with the aim of deepening knowledge in the field. 

 

Synthesis of own contribution to domain development 

 

Based from the fact that the food industry is organically linked to agriculture and 

commerce because these two sectors are on the one hand the supplier of raw materials and on 

the other hand the final food distributor we have structured in our own vision sectors involved 

in the food industry economy. 

We also presented a foundation of its own parts of the food industry on the basis of the 

classification of activities in the national economy (CAEN code3) developed by the INS and 

harmonized with the European and international classifications. 

The achievements of the management accounting in the period 1950 - 1980 were 

presented schematically in their own vision, mentioning the techniques and methods specific to 

management and managerial accounting. 

The notion of historical costs or predetermined costs that can be assimilated to the 

standard costs used in the same name method are typologies related to the time horizon of 

recording or cost analysis. Such typology, in the context in which some costs intertwine, and 

some of them overlap, was presented in a distinct manner, passed through the personal filter. 

In the same way, we also presented the particularities of the bakery industry expenses. 

We have shown that regardless of the classification criterion used, reference is made to the same 

elements as the cost component. Without denying the importance of cost percen- tage, it should 

                                                           
3 aprobat prin HG 656/1997, cu modificările şi completările ulterioare 
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be said that the subject of management accounting only focuses on precise costing techniques. 

Costs are generally related to finished products, ways of exploiting them, responsibility centers, 

etc., visible elements. However, there are also somewhat invisible costs or costs that can not fit 

into formalism. 

The commercial function in the bakery industry is another aspect of knowledge of 

supply and demand for bakery products, the purchase of raw materials and directly productive 

materials and the sale of final production. 

Certainly, the relationship price - cost is dependent on the type of product, the 

competition, the managerial strategy of the entity, etc. the objective of fixing the price has today 

a privileged nature, but the aspects presented to strengthen the role and it has assumed the 

management accounts, because the cost is not only the role to contribute to price fixing, but 

also to secure a correct decision-making process in respect of efficient management of products 

and customers. In the medium and long term, for pricing we have identified two types of cost 

approach, plus the margin and target price. 

The bakery industry can only talk about a huge demand for its products. As a result, the 

entities that make up this industry do not have much freedom to act in pricing. Demand carriers 

are actually end-users, who have little power. An increase in prices in the bakery industry, 

especially by large entities, which ensures the dynamics of this industry, will lead to a 

reorientation of consumers towards small producers and non-taxed production. 

In different ways of structuring, the cost method was presented on orders, the cost-per-

process method, and the advantages of the ABC method versus the standard-cost method (CS). 

We have determined the profitability threshold of Micu Bakery based on the assumption 

of a variable cost / product that does not change immediately and at the same time as the volume 

of production. We have come to the conclusion that all  bakery products  of Micu Bakery  that  

have been  analyzed  bring a positive contribution to profit, respectively to cover fixed costs by 

having an important contribution to their coverage. 

Assuming that the production structure will be maintained in the future, we have 

determined the structure of the product profitability threshold, but also other indicators of 

interest for determining the economic - financial performance of Micu Bakery. 

Micu Bakery earns profits as early as June 2018 (according to calculations after 5.65 

months of the current year). It means that since July, the coverage of the entity is entirely profit. 

Sure, when the revenue equals the level of spending, the profitability threshold is 

reached. However, this is not the main desirability for the entity because investors usually seek 

to obtain a return on capital invested higher than the bank interest rate. 
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An analysis based on the level and dynamics of the profitability threshold is useful to 

the entity in the following moments: when a new product is launched (for the pertinent 

assessment of turnover, production capacity and market absorption capacity), the expansion of 

activity (because involves additional costs) and refurbishment (when fixed costs increase on 

the basis of depreciation). At the same time, an analysis of the critical point provides the 

opportunity to anticipate the profit and to evaluate the prices in concrete contexts of the volume 

of activity. 

The critical point is part of the category of performance indicators. A reduction to allow 

an increase in the capacity of the entity to obtain economic earnings. It also allows the 

assessment of the risk of economic, warned business decision makers with regard to the level 

which make the delimitation between the profit and loss account, so that they can work in the 

direction of the rectification, preventing and/or limit the effects of actions which adversely 

affect the result of the financial and economic - of the entity. 

Development of the technological process at "Micu Bakery" S.R.L. was presented in a 

personal manner and also the activities within this entity as well as the technology used for 

bread production. 

Calculation articles at S.C. "Micu Bakery" S.R.L. were determined as a result of the 

practical activity of the analyzed entity. The grouping of production costs is done in material 

expenses and labor costs, which are also divided into direct and indirect expenses. The cost of 

production is obtained by aggregating material and wage costs. To obtain the full cost per 

product, the corresponding amount of the total administrative and sales expenses is added to 

the previously obtained amount. The management opted for the arbitrary allocation of a 10% 

share of the cost of production, based on the experience of the first year of operation. 

We have made a standard calculation for the entity under review, which is then 

elaborated on the budgeting of cost centers. Initially, indirect costs are identified on the cost 

center and then distributed to the products obtained in that cost center. 

According to specialists in the field, the standards may be classified according to a 

number of criteria and according to a set of features, presented in the synthetic vision of their 

own. In the same way have been presented and specific work calculatiei standard, the 

calculation of unit costs and profit margin in accordance with the method CS. 

Deviations of quantity and price at S.C. "Micu Bakery" S.R.L. were synthesized on the 

basis of the observations made at the entity under review. 

Your self-schematics also put your mark on the presentation of the stages of a decision-

making process, namely the design of a cost optimization model. 
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We have made a cost optimization model for Micu Bakery based on a linear 

programming mathematical model. It was applied to the analyzed entity represented as an 

economic system consisting of a set of linear relationships, one of which reflects the objective 

pursued, and the others contain the economic or technological constraints. 

Considering the quantity of raw material that is included in each product category and 

the unit costs of the final products, we determined the quantities of raw materials needed to 

comply with the retailer at a minimum total cost. For the calculation of the linear programming 

system I used a software dedicated to solving optimization problems, Lingo 17.0, which has the 

ability to solve linear and nonlinear models. As a result of running the mentioned software for 

the data provided by Micu Bakery, the optimal cost value for the four products analyzed was 

determined. 

In order for the bakery’s activity to be efficient and the production to be carried out at 

an optimum cost, the annual production of the entity needs to increase from 2070 tons to the 

products mentioned at 6330,12 tons, respectively an increase of 32,7%. 

The analysis highlighted the effect of integrating the discretionary management factor 

into the model in which a certain order number must be fully met. The management strategy to 

achieve optimal costs may require greater production. A cost value above those presented leads 

to a decrease in the profit of the entity being analyzed. 

For the correct presentation of the functioning mechanism of the ABC method, the 

approach started with the enumeration and presentation of the characteristics of the particular 

terms used by the method, namely activity inductors, cost inductors, cost objects etc. We also 

presented a synthesis of the characteristics of the three ABC implementation steps, namely the 

process of allocating resources and their cost by activities, but also the differences between 

traditional cost allocation methods and the ABC method. 

The presentation of the technological process at Brutaria Micu in the spirit of the ABC 

method is another personal contribution. We also conducted our own systematization, based on 

the data and information provided by S.C. "Micu Bakery" S.R.L. of the direct and indirect 

expenses of this entity. 

I calculated: direct production wages, plant and equipment depreciation costs, energy 

and water expenses, etc. and we have allocated spending on damping, energy and water. Also, 

as a result of the identification of direct costs that have been taken from the accounting records 

of the entity being analyzed, we calculated the difference between the cost of direct costs and 

the total costs accounted for by the 6th class of accounts and we obtained the amount attributed 

to indirect costs by cost types. 
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In order to implement the ABC method, we tried to allocate the indirect costs identified 

on the main processes by allocating them to the activities they make up. In order to achieve this 

goal, it was necessary to identify the cost inductors according to which the attribution is made, 

as well as to determine the corresponding value. 

Cost inductors are addressed as distribution bases or quantitative means used to explain 

cost variability. It should be noted, however, that the quality of the recorded cost information 

is directly proportional to the volume of the cost inductors used, but at the same time the use of 

too much volume of inductors can lead to a very high cost / benefit ratio, which leads when 

determining the cost of implementing the ABC method without a real base. 

By computing the calculated indicators, the unit cost of white bread production of 500 

g, in the context of selling the entire quantity produced, was determined to be inferior to that 

calculated by the standard cost method. A significant difference is found between the unit cost 

determined by the ABC method and the Standard Cost method. Ultimately, the difference is 

natural, given that the modalities of indirect costs have been different. Despite the fact that for 

a given product (white bread, 500 g) the result thus obtained is not relevant, when analyzing 

the entire production, the results are essential for the managerial decision-making process. 

When applying the standard cost method, the profitability is approximately 77% 

(unrealistically, we consider it), while when applying the ABC method, its level is reduced to 

about 36%. This makes us think that the ABC method is more realistic, adapted to present 

needs. 

Since production processes can generally be planned and modeled in a concrete way, 

the costing methods currently used have reached a very high level of completeness. As a result, 

we proposed a multiple approach to indirect cost allocation can be applied to the configuration 

of any costing model. 

The method we propose could be considered as a special form of the total cost 

calculation methodology. The application of such a method is necessary because the 

management costs are usually considered as indirect costs of the production entities. 

In order to highlight the advantages of the proposed method, which we will call the 

multi-level method, we started a pilot calculation for the entity approached in previous 

empirical studies. As we have presented, we are looking at a real-life application on which input 

data is based, being not only estimates but real cost elements. 

Certainly, implementing this model in a bakery entity, which is essentially simple, may 

be relevant to sketching out general outcomes and development perspectives. Its actual use in 

production activity would certainly require development of the model as each entity sets its 

own operational specifications. 
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The multi-level model for determining the cost of production that we propose involves 

two stages: 

1. defining the overall structure of the costing model based on the allocation of multi-

level indirect costs; 

2. developing a concrete costing model describing the operation of a production entity 

that also includes logistics units / areas. 

Cost items are those activities for which indirect costs are recorded as primary expenses. 

These are hierarchically arranged on multiple levels, which is why they are included in a multi-

level indirect cost allocation scheme. Cost objects may be units or cost centers that contribute 

to the production of profit objects or to other cost objects. Each cost object must be attached to 

a performance indicator that measures its performance. These performance indicators are called 

cost motors. 

Profit items are those products that, by selling, generate the entity's revenue. All direct 

costs are highlighted in profit items. The difference from the ABC method is that ABC uses the 

concepts of cost centers / activity centers instead of cost objects, ie objects of cost instead of 

profit objects. 

Thus, we have designed a model that reflects performance consumption as well. Cost 

objects must be interconnected and their total cost also includes secondary costs that can be 

allocated by using a relatively high performance rate called performance intensity. 

It is obvious that performance indicators or performance intensities play an essential 

role in the cost allocation procedure. Thus, selecting cost motors and measuring performance 

distribution should be done with great care. Apart from specific IT systems, the experience of 

managers in the areas under review is extremely important. 

In our study a general cost model of Micu Bakery is approached, based on the empirical 

experiences presented in the previous chapters. The basic structural elements of the model were 

derived from previous research results. At the same time, the model is developed by including 

additional operational elements. 

The advantages of our proposed costing model can be highlighted by numerical 

calculation, with the aim of presenting the procedures involved in the model. The necessary 

input data were calculated in the previous chapters. We are not interested in the results 

themselves, but how they could contribute to decision making in the studied entity. 

We have estimated all the data necessary for the cost calculation based on the data 

analysis provided by the ABC method and as a result of the discussions with the Baker's staff. 

The secondary costs, the total cost and the average cost of the cost objects are determined using 

equations, taking into account the corresponding cause-effect chains. The assignment sequence 
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is fixed; the costs of cost objects at lower levels can be calculated only after the costs of all 

previous cost objects from the higher levels have already been calculated. 

Once the exit cost data for cost items has been calculated, similar costs are determined 

for indirect costs, total costs, profit margins and cost coverage for profit items (final products). 

The unit cost of white bread of 500 g is 3.09 RON, higher than the cost calculated for 

the same product by the ABC method (2.95 lei). 

Sure, the model presented is not perfect at all, and it requires deepening and 

development that will be the subject of our future concerns. The methodological constraints 

consist of: excessive detailing of the description of the operational structure of the analyzed 

entity; the separation of cost and performance data can not always be complete; there are 

simpler but less measurable indicators; the choice of cost objects is mainly based on the 

subjective decisions of the experts, because the applicability of mathematical approaches is 

usually limited; performance performance distribution, that is, some of the performance 

intensities can not be accurately measured and estimates are used. 

Despite the constraints, we believe that cost data computed by the multi-level system is 

more accurate than traditional costing schemes. Furthermore, information such as detailed cost 

effectiveness or cost ratios is provided. Therefore, the benefits and resources of implementing 

this method, as well as the acceptable level of methodological constraints, should be taken into 

account before deciding on the implementation of a multi-level costing system. 

Another element that comes to complete the personal contribution to the development of the 

domain is the use of BSC Designer Light, a software dedicated to implementing the Balanced 

Scorecard method in the activity of bakery entities. The results of its application were presented 

in the context of Micu Bakery. 

 

Dissemination of research results and future projects 

 

As mentioned above, the success of the practical implementation of CS methods 

depends on the reality and accuracy of standards development, and the human factor can be 

replaced by a management information system specifically designed to allow data specific to 

the chosen method to be accounted for. Also, the implementation of the ABC method is not 

easy due to the large amount of calculations and the need for information provided by both the 

accounting documents and extracts from the process sheets and from the discussions with the 

employees, but the use of a specialized and tailored IT application the bakery industry, even if 

it involves a considerable investment, provides important advantages in the field of accounting 
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management. Thus, one of the main directions of further research is the development of a 

software program specific to the proposed multi-level method. 

Dates costs calculated by the multi-level system is more accurate than the traditional 

costing regimes. Furthermore, information such as detailed cost effectiveness or cost ratios is 

provided. Therefore, the benefits and resources of implementing this method, as well as the 

acceptable level of methodological constraints, should be taken into account before deciding on 

the implementation of a multi-level costing system. The model presented is not just a cost 

calculation system, since it can also be used as a decision support tool after its implementation. 

We believe that its main contribution is of a methodological nature, as it presents a form of 

formalized integration of technological considerations into cost accounting procedures. That is 

why we have set out to develop this method in the future and to improve it so that it can fit into 

modern accounting management and costing methods. 
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