
University of Mississippi University of Mississippi 

eGrove eGrove 

Publications of Accounting Associations, 
Societies, and Institutes Accounting Archive 

1906 

Improved balance system of cost accounting Improved balance system of cost accounting 

Elmer Henry Beach 

W. W. Thorne 

J. B. Griffith 

Follow this and additional works at: https://egrove.olemiss.edu/acct_inst 

Recommended Citation Recommended Citation 
Beach, Elmer Henry; Thorne, W. W.; and Griffith, J. B., "Improved balance system of cost accounting" 
(1906). Publications of Accounting Associations, Societies, and Institutes. 72. 
https://egrove.olemiss.edu/acct_inst/72 

This Article is brought to you for free and open access by the Accounting Archive at eGrove. It has been accepted 
for inclusion in Publications of Accounting Associations, Societies, and Institutes by an authorized administrator of 
eGrove. For more information, please contact egrove@olemiss.edu. 

https://egrove.olemiss.edu/
https://egrove.olemiss.edu/acct_inst
https://egrove.olemiss.edu/acct_inst
https://egrove.olemiss.edu/acctarch
https://egrove.olemiss.edu/acct_inst?utm_source=egrove.olemiss.edu%2Facct_inst%2F72&utm_medium=PDF&utm_campaign=PDFCoverPages
https://egrove.olemiss.edu/acct_inst/72?utm_source=egrove.olemiss.edu%2Facct_inst%2F72&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:egrove@olemiss.edu


T h e

I mproved 
Balan ce System 
of Cost 
A ccounting



The Improved 
Balance System of Cost 

A ccounting
U N D E R  T H E  D I R E C T I O N  O F

E .  H .  B E A C H
C H A IR M A N

W . W . T H O R N E  J. B. G R IF F IT H

The I nternational A ccounting Society
( I N C O R P O R A T E D )

DETROIT MICHIGAN



E. H . B E A C H , C h a i r m a n
Expert Accountant and A uditor; President, N a

tional A ssociation A ccountants and B ook-K eepers; 
Chairman, Board of Exam iners, International A c 
countants’ Society, In c .;  Editor, “ The Am erican  
B usiness and Accounting Encyclopaedia” ; Editor  
“ The B usiness M an’s M agazine and The B ook
keeper.”

N e w  M il f o r d , C o n n ., October 12, 1904. 
M r . W. W. T h o r n e , S ec ’y .,

Detroit, Mich.
D e a r  M r . T h o r n e  :—

Your favor of the 10th is received, as is 
also the certificate of membership in the 
International Accountants’ Society, Incor
porated. I am very much pleased to receive 
this certificate and have nothing but good 
to say as to the course leading up to it.

I have derived a great deal of valuable 
inform ation from the lessons and am espe
cially pleased with the individual attention 
given each exercise. Any obscure points 
are not passed over, but fully explained and 
made clear to the student.

Yours very truly,
W i l l i a m  P. L a n d o n .



Cos t A ccounting a N eces s ity
The subject of cost accounting is, deservedly, receiv

ing a great deal of attention at the hands of m anufac
turers without regard to the nature of their product. 
Competition has forced the m anufacturer to sell his 
product at a price which leaves a smaller m argin of 
profit; it has forced him to reduce the cost of his 
product if there is to be any profit.

W hen competition was limited and profits were lib
eral, the m anufacturer could safely wait for his annual 
balance sheet to show him what his profits had b een ; 
knowing that his prices were figured on a safe basis 
and that the balance would surely show on the right 
side of the ledger. Estim ates were then the rule in 
figuring costs and most m anufacturers figured that 
they were safe in m eeting the prices of their competi
to rs; that if a competitor could sell an article at a given 
price and make a profit, they could do the same.

W ith the increase of competition and the consequent 
lowering of prices, all this has been changed. W ith 
the changed conditions has come the necessity of know
ing exactly what the product costs. No shrewd m anu
facturer feels safe in accepting his competitor's prices— 
he wants to know at what prices he can afford to sell 
his product. He must know  what it costs, and he must 
know every month, every week. I t will not do for him 
to wait for the results shown by the balance sheet at 
the close of the year.

To meet these dem ands; to supply the figures desired, 
accountants and m anufacturers have devoted much time 
and very careful study. They have evolved cost sys
tems, many of them crude and some very elaborate, but, 
in the absence of established standards, such as exist 
in other branches of accounting, the natural tendency 
has been tow ard the theoretical ra ther than the prac
tical. Estim ates have been allowed to creep in; the 
cost system has been evolved without reference to the 
general system of accounting, with the result that at 
the close of the fiscal period a discrepancy has been 
found between the factory records and the general 
books of accounts.

W hile the interest in cost accounting has been very 
noticeable, and is increasing every day, no opportunity 
for a study of the subject has been offered, except the 
published descriptions of some more or less successful 
systems. No system which has been devised to meet 
the special requirem ents of a particular m anufacturing 
establishm ent is adapted to the needs of a concern in 
a different line. The published literature on the sub
ject has, as a rule, been descriptive, w ithout entering 
into a discussion of principles underlying the science 
of cost-accounting. The m anufacturer has, therefore, 
been under the necessity of devising his systems w ithout



W . W . T H O R N E
E xpert Accountant and A uditor; Associate Editor 

" T h e  Am erican Business and Accounting E ncyclo
paedia;”  “ The Business M an’s Magazine and the 
B ook-K eeper;”  Secretary The N ational Association  
o f Accountants and B ook-K eepers; The Interna
tional A ccountants' Society, In c.; A uthor of 
“ Thorne’s 20th Century Book-keeping and B u si
ness P ractice,”  and a number o f popular text 
books on accounting, systems, and auditing.

C h a t t a n o o g a , T e n n ., M arch 21, 1905. 
M r . W. W. T h o r n e , S ec ’y .,

D e t r o it , M i c h .
M y  D e a r  M r . T h o r n e :—

I desire to thank you for the kindly in
terest and personal attention which you 
have shown me in these exercises, and also 
your kindness in answ ering personally sev
eral inquiries of mine which did not bear 
directly on my lessons.This course has benefited me very m aterially and I consider the cost exceedingly 
small.I will take pleasure in recommending it 
to all desiring a knowledge of higher ac
counting.

Thanking you again and wishing you 
much success with the Society, I am,

Very truly yours,
W e b b  M in o r .



the aid of a guide in the form  of clearly defined p rin
ciples, such as govern other and better known branches 
of accounting.

Cos t A ccounting a Science
Cost accounting has become one of the most im

portant branches of accounting, and is governed by 
principles which can be as clearly defined as those o f 
any other branch of the science. Before a man is con
sidered competent to devise a general system of account
ing, he m ust dem onstrate that he thoroughly under
stands the princip les; why, then, should anyone con
sider him self competent to  devise a cost system unless 
he is fam iliar with the principles of this im portant 
branch of accounting science?

Because a moulder is given a job in the foundry of a 
locomotive works, it does not necessarily follow that he 
knows all about the construction of locom otives; it is 
only required tha t he be a competent moulder. The 
accountant who is called upon to devise a cost system 
for a furniture factory need not understand the tech
nical details of furniture m anufacturing, but he should 
understand the basic principles on which cost account
ing systems are founded.

O u r  P u rp o s e
It is our purpose to teach the principles of cost ac

counting and to train  the student to apply those prin 
ciples to the cost system of any m anufacturing plant 
with which he may come in contact. W e will give the 
student an opportunity to obtain a thorough knowledge 
of the subject which will make him competent to devise 
and install a perfect system in his own or any other 
factory.

I t is for this purpose that we have prepared the 
course of instruction known as “The Improved Balance 
System of Cost Accounting.”

The I mproved B alance System
is a complete, practical system of factory records in 
which are explained the proper methods of obtaining 
every needed record in the m anufacturing department. 
The correct principles of cost accounting are so clearly 
defined that they can be easily mastered, and when once 
m astered, the student will have no difficulty in estab
lishing in any factory a system by means of which a c 
curate costs may be ascertained.

In  The Im proved Balance System estimates of every 
description are eliminated and a perpetual balance is 
m aintained between the factory records and the gen
eral ledger. I t  exhibits, at all times, in a clear and 
comprehensive form, the exact condition of the busi
ness.



Expert System atizer, Contributor on System atic 
M ethods to Insurance and Trade Papers; M em 
ber of Board of E xperts; “ The Business M an’s 
Magazine and The Book-K eeper,”  and D irector of 
the Hom e Study Course in System atizing.

J. B. G R IF F IT H

A r c a d ia n  M i n e , M i c h . ,  M arch 27, 1905. 
T h e  I n t e r n a t i o n a l  A c c o u n t a n t s ’ S o c ie t y ,

I n c . , Detroit, Mich.
G e n t l e m e n  :—On Saturday I received 

my Certificate of Membership in The In ter
national Accountants’ Society, Incorporated. 
Kindly permit me to extend to you my 
thanks for the same.

Am glad I took the course, yet I con
sider it the hardest proposition I ever un
dertook. It broadens, builds, and strength
ens—makes a man of immensely more value to himself and his employer.

W hoever may cast their lot in with the 
officials of The International Accountants’ 
Society may rest assured they are not at a 
matinee or on a pleasure trip, but something 
immensely more valuable, an advanced 
school, a wholesouled organization doing a 
grand, good work.

Most cordially yours,
R. S t e w a r t .



W e do not claim that this system is entirely original 
with u s ; in fact, we know it is in successful operation 
in a num ber of large m anufacturing plants. W e know 
also that this system embraces special features never be
fore described in any published work on cost account
ing, and in those factories where the system is now in 
use these same features are guarded as valuable secrets, 
and never made public.

What Constitutes the Course

The Improved Balance System consists of a series 
of six studies in the form of separate booklets. Each 
study is a complete exposition of the subjects treated 
and is accompanied by a set of exercises which will 
bring out the student's knowledge of the subject.

Each study is devoted to some special departm ent of 
factory records and they are arranged in natural se
quence and lead the student—step by step—through 
every phase of factory organization, ending with a dem
onstration of a model system.

In the following pages will be found a detailed out
line of the contents of each study.

The studies are forw arded monthly unless otherwise 
arranged for by the student. A large m ajority of our 
students are employed and, being obliged to do the work 
after business hours, do not find it possible to complete 
more than one study a month. W here a student has 
plenty of time at his disposal, he can, of course, com- 
plete the studies more rapidly.

How the Course is Conducted
T hat the instruction may be of the greatest practical 

benefit to him, each student is required to apply the 
studies to his own particular factory or to some other 
which he may choose for illustration. H is answers are 
expected to dem onstrate his ideas of the correct appli
cation of the principles set forth in the studies. The 
work of each student is carefully examined by the 
directors who send him a personally dictated review. 
In this review, all apparent defects are pointed out and 
suggestions made for the improvement of the system.

This method makes it possible to  apply the Course 
to the needs of each student in a practical manner, and 
makes the instruction individual in every sense of the 
word. I t also gives to each student the personal as
sistance of the directors in adapting the system to the 
needs of the particular factory in which he may be in
terested.

Realizing that in adapting any system to the needs of 
factories in many varied lines of industry, widely dif
fering conditions must be met, we offer the student the 
privilege of personal consultation. W hen difficulties are 
met which the student is unable to overcome, or where



there are details, provisions for which do not seem 
to be made in the regular studies, we invite the student 
to submit them to us.

P e r s o n a l  A dvice
The directors are ready at all times to carefully con

sider and give their personal advice as to the proper 
solution of system problems in connection with the o r
ganization and conduct of the factory. To anyone con
nected with a m anufacturing plant, this privilege alone 
is w orth more than what we charge for the course, 
but it is the policy of The International A ccountants’ 
Society, Inc., to give more rather than less than is paid 
for. W e want students in this course, as do those in 
the other courses which we are conducting, to feel that 
we are personally interested in their work, and that 
they are assured, in advance, of the most liberal trea t
ment. W e offer them  services such as they can obtain 
from no other organization in this or any other country.

Hill
The benefits of The Improved Balance System will 

appeal to M anagers, Factory Superintendents, Account
ants and Book-kepers and in fact to all persons di
rectly concerned with the factory records. These are 
the men whose train ing will enable them to quickly 
grasp the importance of the special features presented 
in this system, and to apply them in a practical manner.

The M anager needs full inform ation in regard to this 
system so as to keep him self posted as to whether he 
is getting the proper statistics from the factory man
agement, and the cost accountant.

The Factory Superintendent needs it, as it will give 
him an opportunity to ascertain what others are doing 
in th is line, and wherein his methods may be complete 
or otherwise.

The Cost Accountant or Clerk needs it, because it 
will show him how to compile his statistics, and what 
his superiors most particularly desire to know.

The Accountant or Book-keeper needs it, because it 
will help him improve his condition, and furnish the 
inform ation that will enable him to increase his salary.

W e do not want as a student the man who is looking 
for something in the nature of an entertaining course 
of reading, through which he can learn without work. 
To the man who wants to gain a practical working 
knowledge of the scientific principles which govern ac
curate cost accounting, the study of The Improved 
Balance System will be very in te resting ; but it will 
also involve close application and plenty of hard  work.

W e want the ambitious man who is anxious to in
crease his knowledge along practical lines with the ob
ject in view of bettering conditions in his factory, or of



fitting himself to assume greater responsibilities. Such 
men realize that no knowledge can be gained without 
work and willingly devote to the course the study nec
essary to thoroughly m aster the subject.

The Opportunity
W e are often asked, “what are the opportunities?”
W hen a man enters the field of cost accounting he 

is not entering a crowded profession. On the contrary 
he is entering a field in which the demand for com
petent men far exceeds the supply; and this condition 
is bound to continue indefinitely. Notwithstanding the 
enormous grow th in m anufacturing industries during 
the past twenty years, only a mere start has been made 
tow ard the development of the vast resources of 
America. The development of our m anufacturing in
dustries is bound to be even more rapid in the future 
than in the past, and this development will surely be. 
accompanied by a demand for more modern—more 
systematic—factory records.

Of all branches of accounting, there is no more a t
tractive field, certainty of employment, or better salaries 
than in cost accounting. The cost accountant who is 
competent to devise and conduct the factory system in 
a m anufacturing plant commands an attractive salary 
and has opportunities for advancement such as comes 
to few men in other branches of accounting. His work 
brings him in contact with the creative end of the busi
ness; he becomes fam iliar w ith the various processes 
of m anufacture and can learn the business from  raw 
material to finished product. H e is the man in line for 
promotion to the position of A ssistant Superintendent.

For the man who desires to  take up accounting as a 
profession, cost accounting offers a most profitable field. 
There never was a time when the demand for men, 
competent to organize the factory along correct lines 
was so great as now. E xperts in this line have no dif
ficulty in securing all the work they can do, and com
m and fees of from  $25 to $50 a day.

Our Terms
The installm ent price of the course is $30, payable 

$5 at time of signing the contract and $5 every thirty 
days until 6 payments have been made. Cash price, 
$25, at time of signing contract.

While we expect students to make their payments 
promptly, there is no tim e limit in which the course 
must be completed. The contract is non-forfeitable and 
students may take as much time as they wish in com
pleting the work.

Remittances should be made payable to
I nternational A ccoun tant s  Societ y ,  Inc.

Detroit, Michigan



S y l l a b u s
This Course in Factory Cost Accounting will confine 

itself to the following special subjects:
(a )  The organization of the factory, and the p ur

chasing department.
(b ) Records of stock of raw m aterial, supplies, com

pleted parts, m anufactured goods.
(c) Records of m aterial and labor.
(d ) Records of factory expense and distribution.
(e ) Assembling costs, i. e , Cost summaries and com- 

parative ex h ib its; the treatm ent of factory accounts on 
the main office books; records of plant and equipm ent; 
depreciation; the com putation of profits on co st; etc.

(f) The Model Improved Balance System of 
Cost Accounting Exemplified.

« « «
St udy One

INTRODUCTORY.
Describing the Object of the Course and the General

P lan on which the Inform ation W ill be Presented.
General Organization.

Graphic ch art; duties of m anager and factory super
intendent; duties of foremen of departm ents or shops, 
duties of cost c le rk s; records of drafting and pattern 
rooms. Purchasing Department.

Covering the securing of lists of concerns from whom 
to purch ase; record of catalogues ob ta ined ; quotations 
received; requisitions from  factory superin tendent; in
voices received; invoices checked for quantity, quality, 
prices, and ex tensions; invoices audited and approved 
for paym ent; invoices classified for distribution to 
proper accounts; comparative reports of purchases dur
ing certain periods for comparison with output during 
the same period s; the separation of purchase records in 
regard to raw material, complete parts, supplies, and the 
reason w hy; receiving departm ent records.

« « «  
S tudy Two

STORES DEPARTM ENT.
U p-to-date methods of keeping record of stocks of 

raw material, completed parts, m anufactured goods, tools 
and p a tte rn s ; numerical and alphabetical system s; la
bor saving devices for the stores-keeper; treatm ent of 
requisitions by foremen, including price codes; different 
colored cards for the different sections of the store 
ro o m ; indexical cross references; manifold requisitions.

The Important Connection of a Perfectly Efficient 
Stores Record with the Model System of Balance 
Cost Accounting Exemplified in the 6th Study.



S tudy Three
MATERIAL A N D  LABOR RECORDS.

W orkm en’s job cards for each day or job ; daily re
ports by foremen to cost clerk ; sub-orders; transfers 
in duplicate, com parative reports of deductions for 
various causes, and of culls, or poor work, of each 
workm an; comparative reports on each workman to 
show output per week or month, and a graphic chart to 
illustrate how same may be used to the best advantage; 
up-to-date pay rolls, and independent check on same 
by the cost c le rk ; advantages of the premium system, 
and how to use it.

Particular Information in Regard to Job Cards, 
Transfers, and Daily Reports in Connection with the 
Model System of Balance Cost Accounting Exem
plified in the 6th Study.

« « «
Study Four

FACTORY E X PE N SE  A N D  DISTRIBUTION.
The principles of the only correct method of distribut

ing unproductive labor and general factory expense; 
the treatm ent of m aintenance o rd e rs ; the Controlling 
Expense account for ascertaining expense incurred, but 
not used; comparative monthly statem ent of the costs 
of each department, or shop.

The Absolute Necessity of an Accurate Distribu
tion of Unproductive Labor and Factory Expense in 
Connection with the Model System of Balance Cost 
Accounting Exemplified in the 6th Study.



S tudy Five
ASSEM BLING  FACTORY STATISTICS AND FACTORY RECORDS IN  

TH E  M A IN  OFFICE.
Cost cards and summaries for large and small fac

tories; valuable comparative statistics and how to find 
them ; how to ascertain at a glance if the cost of m anu
facture is excessive in comparison with am ount of out
put.

Raw m aterial, labor, and factory supplies accounts in 
the m ain office; the M anufacturing account; the M anu
factured Stock accoun t; the issue of shop orders, and 
reports to the m anager from the factory superintendent 
on im portant w o rk ; orders for construction and equip
ment.

The Importance of the Arrangement of Accounts 
on the Main Office Books in Carrying Out the Plan 
Exemplified in the Improved Balance System of 
Cost Accounting Described in Study 6.

« « « 
Study Si x

A model system of Factory Cost Accounting on The 
Im proved Balance System plan, fully illustrated and 
embodying all the recommendations included in the 
preceding five Studies. This Study contains the key to, 
and full explanation of the special features of the sys
tem, including the method of m aintaining a perpetual 
balance between the factory records and the main office 
books.
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