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In the contemporary landscape of industrial manufacturing and service delivery, the precision of cost measurement 

stands as the cornerstone of organizational sustainability and strategic decision-making. The 9th Edition of 'Cost 

Accounting: Planning and Control' by Matz, Usry, and Hammerremains a seminal text in the field, providing a

rigorous framework for understanding how financial data translates into operational intelligence. This article

provides an in-depth technical analysis of the core methodologies presented in this text, focusing on the mechanics

of cost accumulation, process costing, and the structural design of planning and control systems.

The Strategic Framework of Cost Accounting: Planning and Control

Cost accounting is not merely a record-keeping exercise; it is a systematic process of identifying, measuring, and 

reporting the costs of products, services, and activities. The Matz-Usry frameworkemphasizes the dual role of

accounting: providing data for external financial reporting (valuation of inventory and cost of goods sold) and

internal management control (budgeting, performance evaluation, and pricing). Managers utilize this data to

navigate the complexities of resource allocation, ensuring that inputs are optimized to generate maximum

economic value.

The 9th edition specifically highlights the integration of Planning—the process of setting goals and choosing the 

means to achieve them—and Control—the process of monitoring progress and taking corrective action. This

feedback loop is essential for maintaining operational efficiency in high-volume production environments.

Technical Analysis of Cost Accumulation Systems

At the heart of the Matz-Usry methodology are the systems used to accumulate costs. These systems are 

categorized based on the nature of the production process and the information requirements of the organization. 

The two primary paradigms are Job Order Costing and Process Costing.

1. Job Order Costing

Job order costing is applied when products are manufactured in distinct batches or as unique units tailored to

specific customer requirements. Each 'job' serves as a cost center. Costs (Direct Materials, Direct Labor, and

Applied Factory Overhead) are traced directly to a job cost sheet. This system is prevalent in industries such as

construction, aerospace, and specialized consulting services.

2. Process Costing

Process costing is the focus of Chapter 4 and Chapter 5of the Matz-Usry 9th edition. It is utilized by industries

characterized by continuous, mass-market production of homogeneous units, such as chemical processing, oil

refining, and food production. Unlike job order costing, costs are accumulated by department or process for a

specific period, rather than by individual jobs.

Comparison Matrix: Job Order vs. Process Costing



Feature Job Order Costing Process Costing

Product Type Customized, unique, small batches. Standardized, homogeneous, mass 
production.

Cost Accumulation Per job or batch. Per department or process period.

Unit Cost Calculation Total Job Cost / Units in Job. Total Period Cost / Equivalent Units of 
Production.

Documentation Job Cost Sheet. Cost of Production Report (COPR).

Inventory Tracking Detailed per job. Aggregated by department.

The Cost of Production Report (COPR): A Procedural Execution

The Cost of Production Reportis the definitive document in a process costing system. Matz and Usry outline a

rigorous five-step procedure to ensure the accurate allocation of costs between completed units and units

remaining in work-in-process (WIP) inventory. Mastery of this report is critical for any management accountant

using the 9th edition as a reference.

Step 1: Quantity Schedule

The initial phase involves accounting for the physical flow of units. The accountant must reconcile the units at the

beginning of the period with units added, and track where those units went (transferred out vs. remaining in WIP).

Step 2: Calculation of Equivalent Units of Production (EUP)

Since production is continuous, some units are only partially finished at the end of a period. To determine unit 

costs, these partial units must be converted into 'equivalent' finished units. This requires an assessment of the 

percentage of completion for materials, labor, and overhead (often grouped as conversion costs).

Step 3: Total Costs to Account For

In this stage, the accountant aggregates all costs entering the department, including costs from the previous

department (if applicable), costs in beginning WIP, and costs added during the current period.

Step 4: Unit Cost Calculation

Total costs are divided by the EUP calculated in Step 2. This yields the cost per equivalent unit for materials and

conversion costs. This metric is vital for pricing strategies and efficiency audits.

Step 5: Cost Reconciliation

The final step ensures that the total costs calculated in Step 3 are fully assigned to: (a) the units transferred to the

next department or finished goods, and (b) the units remaining in work-in-process inventory.

Core Mechanics of Material and Labor Planning (Chapter 3)

Chapter 3of the Matz-Usry 9th edition delves into the technical workflows of material procurement and labor cost

control. These are the two primary 'prime costs' of any manufacturing entity.

Material Control and Valuation



Effective material management prevents stockouts and minimizes carrying costs. The 9th edition discusses the 

Economic Order Quantity (EOQ)model as a tool for planning. By balancing ordering costs against carrying costs,

organizations can determine the optimal frequency and volume of material purchases.

EOQ Formula: "�[(2 * Annual Demand * Ordering Cost) / Carrying Cost per Unit]

Labor Planning and Incentive Systems

Labor cost is more than just wages; it includes fringe benefits, payroll taxes, and idle time. Matz and Usry provide 

technical breakdowns of various incentive plans, such as the Halsey Premium Plan and the Rowan Plan, 

designed to increase productivity while rewarding efficient workers. Calculating standard labor hoursversus

actual hours is the foundation for labor variance analysis.

Technical Analysis of Factory Overhead (Chapter 5)

Factory overhead (FOH) represents all manufacturing costs that are not direct materials or direct labor. Because 

these costs (utilities, rent, depreciation, indirect labor) cannot be traced directly to a specific unit, they must be 

applied using a predetermined overhead rate.

Calculating the Predetermined Overhead Rate

Managers estimate the total overhead for the upcoming period and select a cost driver(e.g., direct labor hours,

machine hours, or direct labor cost) to serve as the allocation base.

This allows for the timely costing of products during the period. However, at the end of the year, a technical 

reconciliation is required to address Under-applied or Over-appliedoverhead. If actual overhead exceeds applied

overhead, the discrepancy is treated as an additional expense (under-applied), typically adjusted through the Cost

of Goods Sold account.

Introduction to Activity-Based Costing (ABC)

While the 9th edition primarily focuses on traditional volume-based allocation, it introduces the concepts that led to 

Activity-Based Costing. ABC recognizes that 'activities' consume resources and products consume activities. By

assigning costs to activity pools (e.g., machine setup, quality inspection), organizations gain a more granular and

accurate view of product profitability than traditional systems provide.

Field Guide: Implementing Cost Controls in Real-World Scenarios

Applying the theories of Matz and Usry requires a structured integration into an organization's ERP (Enterprise 

Resource Planning) system. Below is a checklist for technical implementation:

1.  Define Cost Centers: Segment the organization into logical units (departments, lines, or functions) where 

costs can be isolated.

2.  Establish Standard Costs: Determine the 'ideal' cost for materials, labor, and overhead under normal 

operating conditions. These serve as benchmarks.

3.  Implement Real-Time Tracking: Utilize barcode scanners or RFID for material requisition and digital time-

clocks for labor hours to ensure data integrity.

4.  Monthly Variance Analysis: Compare actual costs against standard costs. Analyze Price Variances (buying at 

a higher price) and Efficiency Variances (using more resources than planned).

5.  Rolling Forecasts: Use the planning principles from Matz-Usry to update budgets dynamically based on 

market shifts and internal capacity changes.



Case Study: Troubleshooting Process Costing Errors

In many technical environments, errors in the Cost of Production Report can lead to significant financial

misstatements. Consider a scenario where a manufacturing plant incorrectly estimates the percentage of

completion for ending WIP.

The Scenario: Overestimation of WIP Completion

A plant manager reports that ending WIP is 80% complete for conversion costs, when it is actually only 40%

complete. This error leads to several technical failures:

•  Inflated EUP: The equivalent units will be higher than reality.

•  Understated Unit Cost: Since the denominator (EUP) is too high, the cost per unit will appear lower than it 

actually is.

•  Overstated Asset Value: The ending WIP inventory on the balance sheet will be overvalued, leading to an 

artificially high net income.

The Solution

Implementing a Technical Audit Trail is essential. This involves physical verification of WIP stages by an

independent quality control team to validate the completion percentages reported by production supervisors. Re-

calculating the COPR with the corrected 40% completion rate will align the financial statements with physical reality

and prevent poor pricing decisions based on understated unit costs.

Technical Evaluation: Weighted Average vs. FIFO Method

The choice between Weighted Average and FIFO methods for process costing has profound implications for

financial reporting and managerial control. Accountants must understand these nuances to select the appropriate

model for their specific operation.



Metric Weighted Average Method FIFO Method

Cost Mixing Blends costs from previous and 
current periods.

Separates costs of beginning 
inventory from current period costs.

Complexity Easier to calculate and maintain. More complex; requires tracking 
separate layers of inventory.

Performance Evaluation Less effective at isolating current 
period efficiency.

Superior for measuring current period 
manager performance.

Impact of Price Fluctuations Smoothens out price changes over 
time.

Reflects current market costs in units 
completed more accurately.

Advanced Planning: Budgeting and Standard Costing

The planning component of Matz-Usry's text focuses heavily on Flexible Budgeting. Unlike a static budget, which

remains fixed regardless of volume, a flexible budget adjusts based on the actual level of activity achieved. This is

achieved by separating costs into fixed and variable components.

Flexible Budget Formula: Total Cost = Total Fixed Cost + (Variable Rate per Unit * Actual Activity Level)

By using flexible budgets, management can conduct a meaningful comparison between actual performance and

the budget that 'should have been' for that specific level of production. This removes the 'volume variance' and

allows managers to focus on spending and efficiency variances.

The Broader Implications of Cost Accounting Mastery

The methodologies outlined in the 9th edition of 'Cost Accounting: Planning and Control' by Matz and Usry provide

more than just a toolkit for accountants; they offer a lens through which the entire operational health of an

enterprise can be viewed. As organizations shift toward automation and digital transformation, the fundamental

principles of cost accumulation and allocation remain relevant. Modern AI-driven financial systems are built upon

the very logic structures defined in these classic texts—specifically the relationship between cost drivers, activities,

and resource consumption.

Effective implementation of these systems ensures that management is equipped with the precision required to 

compete in global markets. By mastering the Cost of Production Report, Material Controls, and Variance 

Analysis, organizations can transition from reactive financial monitoring to proactive strategic management. The

technical rigor of the 9th edition ensures that students and professionals alike can manage the delicate balance

between quality, cost, and time—the three pillars of manufacturing excellence. Ultimately, the ability to turn raw data

into actionable cost intelligence remains the ultimate competitive advantage in an increasingly data-driven world.
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