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Not indexed. Not illustrated. 1922 edition. Excerpt: .including most of the economic expenses. These are easily
overlooked because no creditor renders either an invoice or statement in which they are included. They have no
due date, but they must eventually be paid or bankruptcy will result. This type of expenses is frequently omitted
from the books and the financial statements. Such omissions frequently make it appear that a concern is much
more prosperous than the facts warrant. Examples: Replacement reserve to oEset depreciation, interest on
investment, sinking funds to cover losses through bad debts, shrinkage in stocks, waste and spoilage. Factors
That Influence Process Cost Careful study of the foregoing schedule of expense qualities will show that process
cost is influenced by many variable factors; that periodical expenses, constant in total, are variable in the
inverse ratio to volume; and while cumulative expenses are constant in the units of process product, the unit
cost is aEected by the variable absorption of periodical expenses. In the old cost accounting practice the
tendency has been to assume that because certain expenses had common or similar qualities they could be
grouped and distributed simultaneously. Not one of the foregoing classifications would prove practical as a
group for the purpose of expense distribution. Logical grouping for this purpose will be covered later, under
Expense Distribution. Theorists have tried innumerable schemes and advanced many so-called cost systems,
which were expected to develop uniformity of cost results as between factories. All are invariable failures.
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