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Costing Level of Maturity Assessment 
From bean counting to bean growing 
 

How can this Consulting Service help your organization?  
 
Since the 1950s managerial accounting practices have been progressing, but many organizations have 
not reformed their methods and remain decades behind. How can they know if their costing practices 
have become stale and out-of-date and that they no longer adequately meet the informational needs of 
their managers and employee teams to gain insights and make better decisions? Unlike an audit by CPA 
firms of an organization’s external financial accounting for compliance with regulatory rules and 
standards, no such audit or assessment exists for internal managerial accounting practices. This 
consulting service provides this needed assessment. 
 
As background, there is confusion that managerial accounting for internal purposes can report different 
costs compared to costs reported in its external financial reporting. Experienced organizations 
understand that this will always be the case because various incurred expenses will very likely be treated 
or allocated using different assumptions than those imposed by regulatory rules (e.g., from the Financial 
Accounting Standards Board [FASB] or for International Financial Reporting Standards [IFRS] ). 
 
This assessment performed by experienced management accountants, similar to the role of examiners 
for ISO-9000 or Malcolm Baldrige Award assessments, evaluates the quality of an organization’s 
management accounting practices, treatments, and systems. It is based on a costing maturity model 
published by the International Federation of Accountants (www.ifac.org), the global organization with 
180+ professional accounting institutes as its members. Here is a link to the paper: 
 
http://www.garycokins.com/images/pdfs/20131105-IFAC_Evaluating_the_Costing_Journey_by_Gary_Cokins.pdf 
 
 
The United Kingdom’s Chartered Institute of Management Accountants (CIMA at www.cimaglobal.com) 
recently wrote: 
 

“The world was a very different place 25 years ago: the Iron Curtain had not yet fallen, the internet 
had not been invented, Europe did not have a single currency, and Enron was admired as a success 



2 
 

story. Since then, we’ve had corporate scandals, the dot-com bubble and the sub-prime debt crisis. 
The more obvious response each time has been to increase the emphasis on the integrity of 
financial reporting, risk management and good governance with a variety of codes and statutes.  
 
Finance functions have also experienced a relentless pressure to increase their efficiency, to provide 
better management information and an increasing expectation that they should become more 
engaged in performance management and make a greater contribution to their organization’s 
governance and, therefore, success. With these underlying trends, the emphasis on the roles of 
management accountants seems to have shifted from reporting and controlling through planning 
and analysis, to proactive performance management so that management accountancy is more 
relevant than ever.” 
 
 

Organizations that have not progressed and improved their managerial accounting practices will be at 
competitive disadvantage.  
 

Key Benefits 
 
The on-site assessment offers an opportunity to an organization’s board of directors, executive team, 
accounting and finance function, and key managers to have an informed discussion about the quality of 
its managerial accounting practices, methods, and systems. The assessment and discussion will provide: 
 
Orientation – The organization will be able to understand at which levels of the two IFAC costing 
maturity models that it currently resides. This will reveal how far it has progressed and what 
opportunities can be realized from progressing to one or more higher levels.    
 
Prescriptive advice – Based on which levels the organization is scored, meaningful discussion can take 
place about the pros and cons of progressing to the next higher levels. This will include understanding 
the incremental administrative effort and costs to attain the added benefits from better managerial 
accounting information for better insights and decisions. Is the climb worth the view? 
 
Education – Although managerial accounting is outside many non-financial managers’ comfort zone, 
they will better understand its concepts by understanding the progressive levels of costing maturity that 
exist. 
 
Removal of misconceptions – There is confusion in the managerial accounting community as to which 
accounting treatments, practices, and methods best meet the organization’s needs. Some of the 
confusion is based on misconceptions. Misunderstandings are replaced with knowledge.  
 
 

What Is the Costing Levels of Maturity Assessment? 
 
During the assessment a consulting team will guide the key managers, especially from the accounting 
function, to answer survey questions about the organization and its industry, and how it performs its 
managerial accounting. This will be followed by an examination of the prior year’s actual accounting and 
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reporting as well as the information provided and used for decision making (e.g., marginal / incremental 
expense analysis) and planning (e.g., budgeting and rolling financial forecasts).  
 
The primary objective is to assess at which level of maturity the costing methods reside on in the two 
IFAC levels of maturity models: (1) historical (descriptive) costing, and (2) future (predictive) costing. This 
provides orientation as to how far an organization has progressed as well as insights as to what 
opportunities and benefits can come from progressing further if cost justified. They are both displayed 
here: 
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A secondary objective is prescriptive. Advice and recommendations will be immediately provided on the 
last day of the on-site visit followed by a written report. 
 
An additional secondary objective is education. The accounting function and participating managers will 
better understand the concepts of managerial accounting,           
 
 

How Does It Work? 
 
Experts in managerial accounting will meet with your organization to complete these steps: 
 
Complete a survey that addresses: 

1. An organization overview (e.g., type of industry or government agency, size, number of 
employees) 

2. The degree of diversity and complexity of its products, services, processes, suppliers, and its 
customers. As diversity and complexity increases, support overhead increases to manage it. 
Hence more robust costing is needed. 

3. A measurement of the relative expenses that are (1) product-related and standard service line-
related, (2) cost-to-serve related (e.g., channel distribution, customer service, selling, marketing, 
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administrative), and (3) business sustaining (e.g., legal, grounds maintenance). For within each 
category the relative spending of indirect and shared expenses (i.e., commonly called overhead) 
compared to direct expenses will be distinguished.  

4. What costing methods are currently applied to the previous three categories (e.g., standard 
costing, process costing, job order or project costing, activity-based costing) and any variations 
of these methods (e.g., time-driven ABC or resource consumption accounting [RCA] ) or co-
existing costing methods (e.g., lean accounting, throughput accounting) 

5. Other costing considerations (e.g., full absorption accounting, step-down or reciprocal costing of 
indirect expenses, used versus unused capacity costing, transfer pricing, the classification of 
sunk / fixed / semi-fixed / variable / discretionary expenses, cost of quality) 

6. Uses of cost information for analysis and decision making (e.g., rationalization of offered 
products, services, channels, customers and trading partners; planning and budgeting; pricing 
and profit margin analysis; outsourcing; make versus buy; asset investment justification; process 
and productivity improvement) 

7. Degree of satisfaction of managers with the managerial accounting information (e.g., accuracy, 
timeliness, visibility, relevance)  

8. Where an ABC/ABM model is in place and being used, a comprehensive model analysis will be 
conducted, focusing on the following key areas 

 Purpose and focus of reporting from the model, including review of current reports/ 
views generated 

 Dimensions and/or structure used in each module, with particular focus on the Cost 
Object (or “Output” ) module 

 Analysis of ABM accounts, and any special attributes of those accounts, including 
volume counts 

 Methods of achieving import/export of data to/from the model, including assessment of 
the manner in which source systems are accessed for data to feed the model 

 Frequency of model updates 
 Review of drivers used and the types of drivers 
 Analysis of relationship assignments throughout the model 
 Analysis of IT hardware/software dedicated to modeling 
 Specific recommendations for improvement in each of these areas 

 
 
Examine item #3 above for evaluation – This figure displays a high level view from item #3 of the 
survey. The relative proportion of expenses partially determine which costing methods deserve 
relatively more focus to validate what the accountants surveyed described and how well the actual 
practices validate what they described.  
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$ or % FTEs

Impact 
without 

Materials 
(note 5)

Product Costs
Direct Materials
Direct Labor n/a
Direct Other (energy, supplies) n/a
Depreciation Plant and Equipment n/a
Product-related indirect (note 1) n/a
Total Product Costs 0 0 0%

Costs-to-Serve
Customer direct traceable (note 2) n/a
Customer-related indirect (note 3) n/a
Distribution costs (note 4) n/a
Total Costs-to-Serve 0 0 0%

Business sustaining / Corp Overhead n/a

Total Costs and Total FTEs 0 0 0%

Answer from question I.E.1. above (Total FTEs):

Note 1. Product-related indirect costs includes purchasing, material handling,
supervision, insurance, taxes, and general overhead

Note 2. Customer direct traceable costs include customer facing, selling, customer
service, returns, etc.

Note 3. If only SG&A classification is available, put it into customer-related indirect 
and 0 in customer direct traceable costs

Note 4. Distribution costs include packing, shipping, and delivery
Note 5. The Impact without Materials computes the percentage impact without direct

materials.  You do not need to enter any data in this column.  
 
There will be special attention to assess the degree of correlation between cost allocation factors (i.e., 
commonly called cost drivers) between “cost pools” and their “cost objects”. Financial accounting rules 
often violate accounting’s causality principles by using broad-brushed cost allocation factors (e.g., 
number of employees, number of units produced, number of direct labor hours, product sales amounts). 
In contrast, managerial accounting’s cost drivers should ideally satisfy the cause-and-effect relationship 
principle. If not, then output costs will be simultaneously under-costed and over-costed with a zero-sum 
error.   
 
Determine the two levels of costing maturity for (1) descriptive and (3) predictive costing – The 
previous steps lead to determining which levels an organization is currently at.  
 
Gap analysis – Two obvious questions will result from the prior step: (1) What are the incremental 
benefits to advance to the next higher level of costing maturity; and (2) Will the new benefits exceed or 
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not the incremental administrative effort and costs to achieve that next higher level. In short, is the 
climb worth the view?   
 
Recommendations – The assessment will conclude with a feedback discussion with recommendations. 
The discussion will be less intended about right or wrong decisions for reforming the existing costing 
practices but rather about the pros and cons of various options to improve the organization’s costing.  
 
 

What Do I Receive? 
 
Assessment deliverables will include: 
 

 A discussion at the conclusion of the on-site visit with executives and managers. 
 

 The selection of each level in the two IFAC cost maturity models and an explanation in common 
sense terms for the selection. 

 
 A written report summarizing the on-site discussion. It will explain the rationale for the selection 

of the levels, advice about the benefits of achieving one or more higher levels, and pros and 
cons about the administrative effort and cost to attain the higher levels. 

 

What Is the Commitment? 
The approximate duration of the on-site visit will be determined based upon the complexity of the 
organization and scoping the assessment to only one or a few parts of the organization (e.g., in the case 
of multiple divisions). The assessment is expected to require two or more days but less than a week. 
Services are performed on-site and off-site, as needed. The assessment cost is based on the scope and 
specific client requirements. 
 

How Do I Find Out More? 
Contact Gary Cokins at gcokins@garycokins.com . 

 

 

 

Report Deliverables 

 Summary, review, and recommendations on the following: 

 Key information need objectives, and ways to enhance/improve 

 Principal bottlenecks limiting successful achievement of objectives 

 Current reporting processes and ways to achieve future needs 

 Staffing dedicated to providing analysis reporting 
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 Data system availability to supply reporting needs, and ways to improve the movement of data 
to that end 

 Discussion of offerings that would best improve the current status   


