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Thesis Title Manufacturing Cost Control for Mosaic and Tile Producing
Concern.
Name Miss Paweena Laowiwatwong Department Accountancy

Academic Year 1975

ABSTRACT

The history of modernceramic tile producéion in Thailand dates
back to B.E. 2504 when.multi-million baht plants with modern equipments
capable of manufacturing products of international standard were esta-
blished. fThe industry is generally divided into wall tiles and mosaic

floor tiles.

Special care and closely monitored quality control at each stage
of the production are essential to ensure final rroducts of high func-

tional and decorative guality.

The ceramic tile market is a highly competitive one with no single
producer capable.of influencing, the pricingistructure. On the supply side
there are relatively large number of manufacturers with no single one
enjoying a-significant market. share or concentration: <.0n the demand side
the relative homogeneity of the products makes it easily substitutable in
the eyes of consumers. These two factors together dominate the competitive
aspects of the industry and effectively place producers in a position of

a price taker in the market.
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In such a2 competitive environment the only alternative available
to a producer in his attempt to maximize profits -is cost contrel. The
three generally accepted approaches to cost control are : ( a ) Estimated
Cost, ( b ) Budgeting ( c¢ ) Standard Cost. Once formulated each of
these three methods can be used as &, comparative base to what actually
happened in each of the three cases. The'details of the methodology and
findings are elaborated in.the following chapters on this dissertation
which ccncentrates on.the use of standard cost to evaluate and control

production costs. The methodology briefly consists of :

1. 7The establishmepnt of a standard cost.
2. The detection ond reporting of variance and the analysis thereof.

3.  The correcticn of discreponecies between standard and actual costs.

Standard costs must be kstimated for the threc major compénents
of the production pracess :  raw materials, 1abor/and factory overhead.
To ensure a practicable applicability of the standard over a reasonable
periocd of time, assumptions used in estimating the standards must be

commensurate with the existing . situation)aad takel into account any con-

tingencies that'are likely in the future.

Once the standards have been established,” the accounting department
can gather actual cost data and compare them to standard. N favorable
variance is recorded if the deviaticn results from the actual cosis being
lower than the standard. The converse of this is termed én unfavorable
variance. Raw materials and labor variance may be further divided into :

( & ) price or rate variance and ( b ) quantity and/or time variance.
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Factory overhead variance, on the other hand may be further broken down
‘into : (a) spendlng variance resulting from dlfferences in actual ccsts
and the ‘applied overhead et actual'hours, (b) idle eapacity variance -
resuiting“from deviation of actual production ;e?el from normai capacity -
ievel (c}) efficiency variance resultingfrom éeviationvof‘applied expenses

.

at actual hours from standard one.

Upcn the complegion of the variance analysis the accounting'de&
partmehtjwill submit its/ findings to management for further consideration.

Corrective action must hé taken in the case of an unfavorable variance.

The-principal eiement of-manufacturing'expenses'is fixed cdst;-
therefore; the most eff;cient mean to reduce unit eost is to incréése-
_gredﬁcsion‘ﬁolﬁﬁehﬁo fuil‘capaCity;l Anyhow this decisiés ﬁas,to.rela;e ,
to sales policy which should be reaSonably planned and promoted. wﬁen
sales pollcy 1s used effectlvely together with manufacturlng cost control,-

the ceramic tile 1ndustry should enjoy brlghter prospects.i
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