Success Story

Implementation of Costing System

The client group is primarily in the business
of design, development and fabrication of
special purpose process machinery and
automation systems for diverse customer
needs. The customers are spread across
industries such as nuclear power, space,

consumer electronics, healthcare and others.

The client who has a number of units in
South India also undertakes exports.

MaGC” (formerly NCRCL®) team studied the
business and came up with a costing system
for the entire group. The costing system
implemented was a significant step in

improving the ERP readiness of the company.

The client’s business was characterized by a
number of products and services. In addition
to this, the client also undertook specific one
time jobs in its competence areas which
were undertaken by its different units.

The company was following costing practices
which were not scientific. As a result, it was
difficult to ascertain the profitability of
individual products/services/jobs. Given the
circumstances, decision making was difficult
for the management. Hence MaGC was
called upon for implementation of a costing
system.

The team began with a preliminary visit to all the units to understand the exact
nature of operations. With the background knowledge of the client business,
the team brainstormed on the costing system suited for each unit and type of
business. What emerged was a mix of Job Order costing, Contract costing,
Operations costing, Process costing and Activity Based costing methods.

The next step was to define the nuts and
bolts in terms of specifying the inputs,
the calculations and the outputs of the

costing system. With these in place, a
separate team got down to the job of
developing a spreadsheet based solution

for running the costing system.

The main challenge was to design a

costing system taking into account the
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diverse nature of products and solutions
the client offered. The costing system was implemented.

The new costing system produced a set of homogenous output for easy
analysis. The spreadsheet based solution provided most of the functionalities of
a complete software for a fraction of the cost of such a solution.

Once the costing solution was in place, users were trained in operating the
system, generating the outputs and analysing them. MaGCalso provided
handholding support and undertook audits of the system in the first few
months of operation.

The client was able to implement a complete solution at a very reasonable
budget. The management now had information on exactly how much each
product/service/job was adding to the bottom line. The costing system
produced a range of reports providing the management complete information
for decision making. The cost sheets produced for different units or products
was uniform thus aiding comparability. After the initial support period, the
client staff were able to operate and use the system independently.
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