
 
  

  

Cost Information for Decisions 
 

Course Module in Managerial Accounting 
 
Course Modules help instructors select and sequence material for use as part of a course. Each module 
represents the thinking of subject matter experts about the best materials to assign and how to organize 
them to facilitate learning. 
 
Each module recommends four to six items. Whenever possible at least one alternative item for each 
main recommendation is included, as well as suggested supplemental readings that may provide a 
broader conceptual context. Cases form the core of many modules but we also include readings from 
Harvard Business Review, background notes, and other course materials. 
 
1. Overview of suggested content (HBS case unless otherwise noted) 
 

Title Author Product 
Number 

Publication 
Year 

Pages Teaching Note 

1. Introduction 
Alternative Choice Decision 
Analysis (HBS online tutorial) 

Hawkins et 
al. 

105706 2006 2 hours 106048 
107040 

and Cost-Volume-Profit 
Models (HBS online tutorial) 

Hawkins et 
al. 

105705 2006 2 hours 106046 
107040 

Alternative: Costing 
Alternative Choices  
(HBS note) 

Hawkins & 
Cohen 

105035 2004 12p -- 

Supplement: Measure Costs 
Right: Make the Right 
Decisions (HBR article) 

Cooper & 
Kaplan 

88503 1988 8p -- 

2. Cost Behavior 
Salem Telephone Bruns Jr. & 

Hertenstein 
104086 2004 5p 104088 

Alternative: AT&T Wireless: 
Text Messaging (Ivey case) 

Radcliffe, 
Stein & 
Lickver 

W11049 2011 16p W11062 

3. Contribution Analysis 
Superior Manufacturing Co. Hawkins, 

Cohen & 
Culliton 

105010 2004 8p 105011 

Alternative 1: Hallstead 
Jewelers 

Bruns Jr.  107060 2007 4p 107069 

https://hbsp.harvard.edu/product/105706-HTM-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105706-HTM-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105705-HTM-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105705-HTM-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105035-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105035-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/357X-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/357X-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/357X-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/104086-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/W11049-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/W11049-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/105010-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/107060-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/107060-PDF-ENG?itemFindingMethod=Search


 
  

  

Alternative 2: BW 
Manufacturing Company 
(Darden case) 

Allen UV1767 2009 5p UV1768 

4. Relevant Costs 
Precision Worldwide, Inc. Bruns Jr.  197103 1997 3p 197108 

Alternative: Outsourcing 
Opportunities for Small 
Businesses: A Quantitative 
Analysis (BH article) 

Baxendale BH099 2004 8p -- 

Supplement: Relevant Costs 
and Revenues  
(HBS note) 

Schleifer  892010 1991 5p -- 

5. Cost Management 
Olympus Optical Co. Ltd. (A): 
Cost Management for Short 
Life-Cycle Products 

Cooper 195072 1994 12p 195074 

Alternative: Toyota Motor 
Corp.: Target Costing 
System 

Cooper & 
Tanaka 

197031 1997 10p -- 

Supplement: Achieving Full-
Cycle Cost Management 
(SMR article) 

Cooper & 
Slagmulder 

SMR153 2004 10p -- 

 
II. Rationale for selection and sequencing the items in this module 
 
The two HBS online tutorials in Section 1, Alternative Choice Decision Analysis and Cost-Volume-Profit 
Models, allow students to work through many of the key concepts and mechanics necessary to 
understand the module cases. The former demonstrates how to use information on costs and revenues to 
decide between possible alternative courses of action. The latter covers fixed, variable, and semi-variable 
costs and their role in building and interpreting cost-volume-profit models. The alternative is a paper note 
that covers the same topics as the first tutorial. The supplement, the Harvard Business Review article 
“Measure Costs Right: Make the Right Decisions,” is for students who are not yet familiar with activity-
based costing and shows how it can provide a more accurate view of product costs and profitability. 
 
Section 2 looks at cost behavior: the sensitivity of costs to changes in production or sales volume. In the 
main selection, Salem Telephone, a company’s subsidiary has been losing less money every month, but 
has not yet become profitable. Should the company just wait or does it need to change prices or introduce 
promotions? The alternative, the Ivey case AT&T Wireless: Text Messaging, asks students to examine 
the cost behavior of text messaging services, where there are high fixed costs and minimal variable costs, 
like many other service and high-tech businesses. 
 
In Section 3, the main selection, Superior Manufacturing Co., introduces breakeven analysis to choose 
between two product prices in a situation of competitive price pressure. On a more fundamental level, 
students must judge on what basis to evaluate product contribution to profit. The first alternative, 

https://hbsp.harvard.edu/product/UV1767-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/UV1767-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/197103-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/BH099-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/BH099-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/BH099-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/BH099-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/892010-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/892010-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/195072-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/195072-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/195072-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/197031-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/197031-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/197031-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/SMR153-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/SMR153-PDF-ENG?itemFindingMethod=Search


 
  

  

Hallstead Jewelers, uses breakeven analysis for two purposes: 1) to explore changes in costs, revenues, 
and profits for a retailer that has moved into a larger store and 2) to decide on how to restore profitability.  
The second alternative, BW Manufacturing Company, uses contribution analysis to analyze profit-
planning issues such as adding or dropping a product, changing prices, adjusting volumes, and preparing 
a profit budget.  
 
Section 4 focuses on relevant costs. In the main selection, Precision Worldwide, Inc., a general manager 
must decide whether to follow a competitor’s move and manufacture an industrial ring from plastic instead 
of steel. In the class discussion, students work through several layers of relevant costs as they evaluate 
all aspects of the decision. The alternative, the article “Outsourcing Opportunities for Small Businesses: A 
Quantitative Analysis,” uses four quantitative methods to analyze the relevant costs that determine 
whether a manufacturing function should be outsourced. The supplementary note, Relevant Costs and 
Revenues, reviews definitions of the various types of costs. 
 
Section 5 moves to the concept of cost management for pricing and other purposes. The classic 
Olympus Optical Co. Ltd. (A): Cost Management for Short Life-Cycle Products case illustrates the 
application of target costing to short lifecycle products. The supplementary article, “Achieving Full-Cycle 
Cost Management,” takes a retroactive look at Olympus’ attempt to reduce manufacturing costs by 
integrating five cost management techniques (including target costing) throughout the product lifecycle. 
The alternative, the classic Toyota Motor Corp.: Target Costing System, is a best-practice case that 
illustrates the close relationship between cost planning and automobile design at the Japanese 
manufacturer. 


