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PREFACE

The high-grading trend of costing and the differences of cost utili-
ty due to the inconsistence of different cost elements arose in the trans-
formation course from agricultural to industrial economy pattern, and
strengthened in the further transformation course to intellectual econo-
my pattern. As the decrease of the portion of the flexible resources
( mainly material resources) , the effectiveness of the traditional cost
control ( TCC) methods that mainly based on the thrift and restraint
intention is decaying. Therefore there is an imperative need for us to
explore a new cost control theory appropriate to the new economic situ-
ation.

As a starting point of the study, this book make a clear discrimi-
nation of cost and expenditure with the concept of utility, and pro-
posed a brood cost control prospect on the base of the final aim of eco-
nomic systems. With a sense of “cost is the offsets to its economic
utility aims” , the book makes a more detailed review of cost theories
and practices home and abroad. The cost control ideology in the west-
ern management theories emerged before the industrial revolution, and
had been got maturing in the revolution. From Adam Smith’s thrift and
Charles Babbage® working efficiency to the method system of TCC, and
later on the ABC theory and the strategic cost management theory a-
roused in 1980s, each theory and its related methods had tackled the
very most prominent cost problems under its corresponding condition,

made some economic success in a certain degree. But due to the igno-
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rances of cost utility and the broad cost control sense, all of them had
a fatal deficiency of zealous for short-term interests. In a sense, TCC
methods pertain to some kind of extensive control, and it is usually
applicable to the situations of resource economy patterns with a lower
level of management. In the evolution of TCC theories, the signifi-
cance of behavioral science is its concern for and description of the
complication of costing that relieves the constraints of Taylor’s scientif-
ic management theory from the dead end. However, we did not get the
“real cost” cognition until the outcrop of the ABC theory and strategic
cost management theory.

As for the causes of the deficiencies of TCC, this book regards
that as too narrow in its research scope, inoperative duo to the inade-
quate of information and micro-low-grading duo to the restrictions of
thrift idea. In economic sense, the efficiency of cost control indicate
the limitation of the low and inefficiency portion of cost utility and the
intensifying of the more efficient portion. This is the basic motivation
of the researches of the difference of cost utility. Therefore, this book
asserts that the efficiency of TCC will be declining unremittingly under
the coming FMS and MIS situation, and a modern cost utility control
(MCUC) on the base of utility difference analysis will be the only way
out in this field.

On the base of the explanation and description of the theory foun-
dations and references of the rational core of TCC, the book proposes
a white-box theory and principles of cost utility analysis in detail. Fur-
ther more, a modem cost utility control system and model is formula-
ted in chapter six. In particular, the theory of MCUC consists of three
basic elements: the theory of white-box, the theory of constraints
(TOC) and the principles of cost utility analysis. The theory of white
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box is a prerequisite for cost utility control under the FMS condition,
but it will lose its operational bases without the principles of cost utili-
ty analysis and the determination of utility difference. TOC provide the
new cost theory with a new melt point of cost control and its environ-
ments. Without TOC, the difference of cost utility will be meaning-
less.

MCUC experienced an evolution from low-grade to high-grade in
the view of systematic development. And in each phase of the evolu-
tion, the changing economic environment brands a characteristic of
high grading. Therefore, on the elucidation of the characteristics of
MCUC system, an evaluation model of cost utility that is the material
carrier of MCUC theory is formulated, and the positivist studies (un-
der both micro- and macro-economic system situation) are conducted
respectively in chapter seven and eight with the corresponding strate-
gies as low-cost economic growth for macro-economic systems and cost
utility oriented operation for micro-economic systems.

And moreover, the concept of sustainable development provides
us with an even clear and framework for modern cost utility control.

As a significant innovation in the study, the book disclosures four
important findings under:

(1) The effect of MCUC is usually expressed as the optimization
of comprehensive cost utility, and that is the only way to deal with the
problems of cost control.

(2) The concrete and direct methods of the optimization of
MCUC are the adjustments and reconciliation of the structure of cost
elements. In the process of adjustments, the situation and characteris-
tic of the elements structure is depended on the cost elements vector

and its prices vector.
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(3) The very reason of cost utility control is the scarcity of re-
sources. Therefore the characteristics and conditions of the scarcity
determine and influence powerfully the optimization route of cost con-
trol, and vice versa. That is a perpetual circulation and the vitality of
MCUC.

(4) For MCUC, the most important thing is usually to determine
the proportion and ratio of the marginal cost of each element, but not
its concrete values, especially in macro-economic systems. For the
proportion and ratio tell us the potentiality and direction of the optimi-

zation of cost elements structure.
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