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Abstract

A Study on the Cost Behavior

by Eun, Kwang

Advisor: Prof. Kim Seung-Young, Ph.D.

Department of Accounting.
Graduate School of Chosun University

Engineered costs or variable costs are costs that result from a
cause—and-effect relationship between the costs driver, output, and
the (direct or indirect) resources used to produce that output. Fixed
cost is cost that remains unchanged in total for a given time period,
despite wide changes in the related level of total activity or volume.
A fundamental assumption in cost accounting is that the magnitude of
a change in costs is the same for an equivalent magnitude of either
an increase or a decrease In activity volume. In the conventional
model of cost behavior generally accepted in the accounting literature,
costs are taken as fixed or variable with respect to changes in
activity level.

In this study, I investigate whether the traditional assumptions of
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cost behavior fits in with real world. I find, for 476 firm-years over
15 years, that manufacturing expense increase on average at a rate of
0.80%, law materials costs 0.77%, general administrative expense
0.74%, selling expense 0.69%, manufacturing labor costs 0.60%,
respectively, per 1% increase in sales for chemical industry. But
personnel expense increase 0.267% per 1% decrease in sales, also,
general administrative expense increase 0.264% per 1% decrease in
sales. For medical supplies industry, general administrative expense
increase on average at a rate of 0.82%, manufacturing expense 0.74%,
raw materials costs 0.63%, manufacturing labor costs 0.38%,
respectively, per 1% ncrease in sales, but personnel expense decrease
3.069% per 1% decrease in sales, and selling expense 3.235%
decrease, general administrative expense 2.1% per 1% decrease in
sales.

For electronics industry, materials costs increase on average at a
rate of 1.02%, and manufacturing expense 0.95%, manufacturing labor
costs 0.42%, selling expense 0.32%, personnel expense 0.277%,
respectively, increase per 1% increase in sales, but selling expense
decrease 0.32% and personnel expense 0.277% decrease per 1%
decrease in sales. I describe a model of cost behavior that are
different among industries. Collectively, My findings suggest that
generally different industries show different cost behavior in most

costs and expenses.
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A & Ee HEhE T2 Btk

<E 2> 87|99 7l=SA Gg= B seAE AxY) n=247

N Ak gk RChiY EFAA

dRMC 247 0.468 2.771 1.089 0.261
dDLC 247 0.361 2.101 1.033 0.232
dMC 247 0.325 2.834 1.060 0.308
dPE 247 0.539 2.603 1.056 0.248
dGAE 247 0.487 3.412 1.065 0.277
dSE 247 0.279 3.139 1.082 0.260
dOE 247 0.494 2.276 2.937 0.148
dSales 247 0.551 2.647 1.080 0.253
FRFESY) 247

dRMC: FA=H(t7]) / LAEH](t-17]) dDLC: =%H](t7]) / =F8](t-17])
dMC: (7] / Anlt-171) dPE: 8](t7]) / AR (t-171)
dGAE: 9wtaaln](t7]) / dukdan)(t-17]) dSE: Sejn)t7]) / deju](t-17])
dOE: 7| epgtun] okl v](t7]) / 7] ebshuln] k22 H] (t-17])

<GE 3> 98, AE, 77 2 AA Azl Fehe VIdEel HE
g ME ] 4 Fa Q7 % HEdEE TS AR dae]
UF AR Adte] wead, wjEoe) Hy SUFES 7.9%2A 2 ATt
A ol A AriHer v vebdth A A BN = 6.8%24 WS
S2 S7HES Bolal i, A = 47%EAM TP 92 FEe S
7HE Holal Qth Ax AME 9.7%EA wWEd Hu ¥ e SUHES
Bolal glon, EALA Aol AR 6.1%=A4 mjEd Hup s vy
ArE wFREGE 2 S7HES Hola 91

At 12.9%°] S7HES Kol o] g S7HERT ¥ =
el ow, duib= 4.9%% AAow ‘7%% s7HE= Hola Svh. 71E
dufn|epeful= GE Aol et vV R w22 SRS Holal
Qo o] FE2 nFLH Aol Ae o9l FEFol B Aojmm
SR o= gluar Boin
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<E 3> FZ7199 7l=A (8,42, 43717

=2 AA A

N B Eats gk Rk At

dRMC 102 0.319 1.790 1.068 0.199
dDLC 102 0.361 1.873 1.047 0.204
dMC 102 0.324 2.223 1.097 0.258
dPE 102 0.474 1.664 1.061 0.183
dGAE 102 0.736 3.412 1.129 0.297
dSE 102 0.279 1.773 1.049 0.240
dOE 102 0.5618 3.870 2.006 0.405
dSalest 102 0.352 2.178 1.079 0.170
FEF(ESE) 102

dRMC: FAZN (7)) / LAER](-17])
dMC: AW|(t7]) / ¥ -17])
dGAE: dutzkaln|(t7]) / dwrd-gn](t-17])

dDLC: =%1|(t7]) / =F8(t-17])
dPE: A748](t7]) / A8 (t-17])
dSE: #ulju](t7]) / Feful(t-171)

dOE: 7 Efgbulu) e} hel v (t7]) / 7] ebgbulu) of2kelu] (t-17))
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<E 6> Y7ol &3 JARAN ZA-d5AH Y (n=102)

Revenue, ,

SGA,;,

10g[m] = [, + B,log|

Revenue; ;
Revenue,,

+ ByDecrease — Dummy“"‘log[RETUEM_1

Revenue; ;

+ B,Decrease — Dummy; , — *log| Revenue,, , I +€,

e 0o Qamel el | e | e | ] e |7ETER
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<E 7> 97| #3 JARY ZF-AHAAFE (n=127)

log] SGA;, = 3, + B, log| Revenue;,
SGA, 4 Revenue; ;
Revenue; ,
+ ByDecrease — Dummyi’t*log[m
Revenue, ;4
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