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I. INTRODUCTION

Unique costs are those which can be determined by asking, “Which
costs would not have been incurred had this product not been produced?"
The'ohly relevant costs for analyzing profitability éf a certain product
are those costs which can be uniquely attributed to the.prOduction and
sale of the particular product or service.

Traditional coét accouniing techniques are not uéeful to most
'service organizatioms, inciudiﬁg regionalzblood serviceg. -ﬁowev;f,-

1 adequate delivery of services depends on, among other things, reliable
cost data. Attunpts to apply product cost systems used ii-tﬁe manufac-
tu;ipg industries to sérvicé organizations have been disappointing. This
is bgcausé'traditional product cost aécounting deals with valuations of
infentories in Qarious étages of coﬁpietiqn, fréq raw-ﬁateiials to which

, direct_labor is appiied, té_finishgdvgqus,for thch.ghirtaﬁérm sales
plans are prepared. o . | '

For organizations in which service, rather than goods, is the
product, inventory costs are not relevant. The challenge, then;\is two-
fold; (1) to determine which costs are relevant in measuring the profit-

‘ability of a particular service, and (2) to develop methods for assigning-
relevant costs to the service.

Profitability analysis is helpful in identifying relevant costs

. and their-assignment to specific services. Profitahility of a service

. may be defined As the increase in;earnihgg tha;iis'thgyresult;of the
service having_beeﬁ offered and-écéepted. ihﬁs,Athe,only relevant costs

1
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2
for profitability analysis of a specific service are those that can be
uniquely attributed to the offering of the particular service. All other
costs are joint costs. Revenues minus uniquely attributable costs con-
stitute the total profit conttibution of a particular service. The total

profit contribution provides the relevant information for service profit-

ability analysis.1

'Admittedly, the concept of profitability becomes a bit fuzzy when
specific services contribute to preservation of.life or health of human
beings. Values of'service rendered or benefits received are not readily

) measurable in dollars, because our present knowledge does not enable us
to determine the value of health, education and the like in accounting
' terms,.2 For a nonprofit organization, profitability analysis can provideA
'd"_ a measure of proper management of varied resources.‘ ‘

In this study the author proposed.toraccnrately.identify-the-.
unique costs in a regional blood center, and to develop e eyotem for
assigning unique costs to services. The type of organization under study
differa fron other busineeses in that it is nonprofit, and relies on
volunteers for delivery of itsvservices. »

Personeiresponeible for management of blood banks and other

'.ﬁ'ifeervice organizationsvehouldlfind use for‘improvedicoet_informetion,g
‘.whether for fiacel controli or for-explanationsgto”narties wno provide'

reeourcee or request compliance with guidelines for wage and price

: ;lJohn Dearden, "Cost Accounting Comes to Service Industries,”
Harvar_d Businese'keview, September-October 1978, p. l4. :

2Emerson 0. nenke Accountiﬁg;for Nonprofit Organ izations, 2d ed.,
(Belmont California: | thsworth Publishing Company, Inc.), p. 173.
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3
etandarda.3 Consumers are increasingly concerned with the costs of
living. In the special case of blood banks, a voluntary (unpaid) blood
donor can become quite interested in costs of services provided when and
if, as a patient, he becomes the recipient of something donated that may
. cost in excess of $100 per unit when he becomes a recipient.

The Financial Accounting Standards Board addressed the matter of
users and user needs for financial repOrts made by nonbusiness organiza-
‘tions in a recent research report. In its study, the FASB's "Issue One"
was:

.Is the following list of primary users of financial
'report information adequate for the purpose of identify—
ing needs for such information: governing bodies, inves-
tors and creditorz, resource providers, oversight bodies,
and constituents? , S
"Issue Two" concerned user needs: _

Is the folloWiné list of the types of financial re-

. port information needed by users adequate as a basis for .

deciding how best to meet these needs: financial viabi-

lity, fiscal compliance, management performance, and cost

of serviees provided?

The FASB stated 1ts first two 1ssues in terms of broad questions
"because of the highly subjecttve nature of any list of users and A
resolution of the issue cannot be had’ by selection of;what appeers to be
the best elternatiﬁe. ‘Although the study formally exciuded internel_nsers, .

the authors noted that'oftenfmanagers made even more use,ofvfinancial

reports than did the users identifiedrin the Issue statements} i

3Such as The Council on wage and Price Stability, “Wage and Price
'Standarde," Advance for Release at Noon EST Wednesday, December 13, 1978
Executive Office of the President, Washington, D.C. : ’

ARobert N. Anthony, Financisl Accounting in Nonbusiness Orgffiza-

tions, (Stamford, Connecticut: Financial Accounting Standards Boards 1978),
p: 47. . ) -

SIbid., P. 52.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



II. BACKGROUND

The primary reference and basis for this study is Dearden's article

)

"Cost Accounting Comes to Service Industries. A summary of his article,

and related information follows.

Cost accounting techniques are most often used.by manufacturing
industries, for the purposes of (1) inventory valuation, (2) cost con-
troi, (3) short—tern planning, snd (45 vproduct profitsbility analysis.

| -.For'inventory vsluation'purposes,‘accountingdconventions call'for
"product costs" (costs that add inventory value to a manufactured product
by changing the form of the product), and period“ costs (311 other costs,
since they are recorded as. expenses in the period in vhich they are incur-

dred) Bowever, the distinction between product and period cost has little k
relevance to a service organization, because there are usually no finished
goods inventories to be evaluated and all costs are basicslly period costs.
Also, techniques for allocating administrative costs become economically
meaningless-if these costs do not change whether or not the productvbeing

SN

costed 1is produced.

Most cost control systems utilize some systen of standard costs.
A cost. standard is determined for each product, based on estimates of the
.. amounts of direct material,:direct»labor, and factory overhead that go

into it. Standard costs are more suited to mass~prodnction operations

_ 6John Dearden, “Cost Accounting Comes to Service Industries,” Barvard
" Business Review, September-October, 1978. . : .

4
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5
where uniform products are manufactured in large quantities; Since, in
a service organization, direct materials and labor, the biggest targets
for cost control efforts, tend to be minimal when compared to overhead
costs, application of standard cost procedures is likely to'give_disap-
pointing results. ' |

Another approach to classification of costs, is to divide them
into fixed and variable. This may be done to facilitate short term
planning decisions with regard to volume and prices of products. Fixed
costs are those which remain unchanged for the short texm, with respect
to production volume. Variable costs change directly-and_praportionately-
with volume, assuming the plant has adequate capacity and"plans‘to-stay
"in business. Since service organizations tend to plan for theilong‘term;:

" rather than the short, and have relatively low variable costs as‘just :
defined, calculation of variable costs is not very helpful. B
- Product profitability information, on the other hand is useful
to service organizations for directing nanagement 8 attention to situations
which inyolve problen diagnosis;rlong range planning, trend'analysis and
pricing decisions; Even where a price is not charged or cannot be changed,
profitability analysis informs management of the extent to which a service
‘is being subsidized. . '

Profitability 18 measured in terms of profits which are calculated
by subtracting the costs of supplying the product or service from the
revenue that results from the transaction. The accurate identification

. of revenues with specific productsbis not difficult but calculating the
cost of services is the unique problem for service organizationl. |

In order to use wnrds compatible with most literature on the sub-

ject, and for the purpose of ‘this study, the term "product“ is used to
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6
mean any identifiable service, or product such as a specific blood test.
In some cases a service and a product may be inseparable. A product group
means a group of related products, such as plasma products. A product line
18 used to mean a number of related product groups, such as whole blood and
its components. | |
Analysis of product profitability is hierarchical; it starts with
the broadest definition of a product and moves downward to a unique product
that can no longer be subdivided. |
The traditional income statement will provide a reliable indication
of a blood center's profitability. Calculating the profitsbilityvofeeach
product line is done by analyzing the costs of the line and sepsrsting
Joint costs from costs thst are incurredvuniquely for each product line.
To determine’unique'costs, one asks, "Which costs would not have been
incurred had product line "X" not been produced2"> The‘ouestion is asked
'of each cost center, General Operations, Coilection, Recruitment Distri-
bution, Reference and Consultation, and Preparation. Joint cost is the
,'difference between the total unique costs and the total cost center costs,'
joint cost is not assigned to the product line. Unique costs are assigned |
‘to the product line. In the case of the blood center, virtually the entire
"_facility is used to produce the msjor product line; therefore, most costs
are unique to the major product line. ' |
"Next, each product line is oroken down into its next divisible unit,
' that is, its product groups. Each product group is_snaipzed byrthe same
~ process as described for the product lines. However, at this point, some
costsruniquely attributable to the product.line, i.e., routine services
with respect to whole blood and components, will become joint with respect

to the product group. For instance, costs of routine tests done on whole
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7
blood would be joint with respectAto components. AAddigibnal costs to pro-
duce components from whole blood would be unique to the component group.
Finally, the profitability of each produci is analyzed, and unique
costs are assigned to the product on the basis of answers to the question,
"Which costs would not have occurred if this product had not béen’produced,
but all éther products in the group had been prodﬂced?"
" Revenue for each product is readily identifiable, but is not
necessarily proportional to the cost of the product. See Figure 1 for

. portrayal of product lines, product groups, and products.

Routine Services + Special Services = 2 Product Lines -

Cell Products - + Plasma Products - 2 Prdduct'G#ouﬁs -
Whole . Red Blood Frozen  peglycerinized - L
Blood '  cells ' GCells Cells - O FProducts

Fig. 1. Examplé‘of Product Linés, Ptqduct Groﬁps'and»Products.
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III. RESEARCH AND DEVELOPMENT OF A UNIQUE COST SYSTEM

A “Unique-Costs Worksheet" and instructions for its use vere
developed. A separate worksheet was prepared for each product. Instruc-
tions and completed worksheets form Appendices A and B. |

After the product worksheets were completed, information on them
was summarized for product lines, product groups and products for one
regional blood center. Unique costs were determinedvfor each category,
as estiuated for the fiscal‘year,ending June-36 1981, Expected‘reveuues
for the same period were compared to unique costs, in order to measure -
the total profit contribution of each product, product group and product

~ line. (Appendix E).
Information for this reportpwaa gathered from the detailed.budget
_lpackage of a;regional blood»center, from departmentalfcost reports, fraa
.observacidn and interviews in person and by telephoue; from a mail survey
regarding charges for specialized services, from the American Red Cross '8
"Blood Program Fiscal Manual " from year-end audited fiscal reports for
the year ending June 30, 1979, from paid staff as well as ‘volunteers and
product users, and from,individual ruvoices. | |
. In a highly tecﬁuical service such as a modern blood bank, timely
" investments in humau ascets are easential, and some are actually required
by regulatory agencies such as the.Federal Bureau of Biologics which
licenses blood banks as drug manufacturing entities. From a managerial

point-of veiw it makes sense to regard training costs of paid and volunteer
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staff as assets which can be depreciated similarly to capital assets,
because the passage of time tends to bring about deterioration or obsoles-
cence, or both.

As with the purchase of a new piece of capital equipment, the
purchase of training and other start-up esséntials associated with a new
- technical procedure can involve large expenditures of funds wﬁich are
more reasonably allocated to the useful 1ife span of the fraining than
written off as current expenses. In fhis study, unique costs of training
were handled the same way as unique costs of specific capital equipment,
i.e., like depreciation expenses spread over several years. |

In this unique service/manﬁfacturing organization, all raw material
is donated, and mucﬁ labor is also donated, so many costs of production
are simply ﬁot recorded in financial reports of any kind. Benefits to the

donors are measured more in terms of personal satisfaction than monetary

revenue.
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IV. RESULTS AND DISCUSSION

The system currently in use utilizes product cost informatiom
- which is developed in a process of allocation based more or less on unit
volume (in nilliliter/unit) and biological content of blood products.
Although unit costs are thus established for each product, they are not
necessarily closely related to actual costs as they occur or to processing
fees which are subsequently computed.

' The proposed cost system, in contrast, enables theiuser to identify
and isolate costs which are uniquely attributable to each product. The
system's value is not significantly decreased due to the interrelationship
of blood services products, as one might expect would happen.

According to Dearden -] qualifier.

Sometimes the basic products are so fundamental to the
business and so interrelated that their separation into
individual products with different profitability esti-
mates may be meaningless. In such cases, it is usually
desirable to calculate profitability for those individual

.products that are subject to management discretion with
‘respect to discontinuance, expansion, or. price change.

To some extent, all blood services are subject to mansgenent discre-
tion,.particulnrly in terms of expansion of volume and pricing decisions.
It is worthwhile, therefore, to spend the time and concentrated effort to
evaluate each product. As a result of doing research for this project,
for example, the unique cost approach uncovered the details of a quality

control requirement which caused us to decide to make cryoprecipitate in

one location rather than two.-

71bd., p. 138.

10
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Unique costs are much easier to develop for specialized services
and tests than for routine blood services. Data were gathered on costs
of materials, training, and time required for a six-month period, to
identify these special costs which wete not readily discernible using the
current system. A decision'wes needed on‘whether to charge separately
for each of these special tests and services, or to add their total cost
to the fees for the more tangible products, i.e., wholezblood and red
cells. All hospital blood bank directors in the region were surveyed,
asking ﬁhich pricing approach they would prefer. A slight majority noted
a preference for the higher processing fee for blood prodqcts, to include
’overall avetage costs of specialized tests and services,
It should be noted that the concept of service for a regional
.blood service includes the philosophy and practice of supplying all blood-
. related needs to the hospitals withip the.region. Whether or not delivery
_of ‘a certain service or product éenerstes-revende eqpsl to its cost; or
'indeed, any revenue‘at»all, is secondary in importance‘to the fact that
needs are consistently met. 1In other words, it is the responsibility of
the supplier to provide all hlood'setvices, fegardless:ofbcosts of indivif
dual items or incidents, within the limits‘imposed by such'uncontrollaole
elements as the weatoer; Secondarily,>lt'is the responsibility-of the -
supplier to provide for the coptinuity of the operation, by planning for
revenues to equal costs, which are kept as low as possible without com~
promising ouslity. | : ) |
In short, the system’of unique costing provided additional, use-
ful information about the nature and size of costs in a regional blood
services center. Unique costs were accurately identified for most products
and services. rln this study alone, important information that actually

affected operating practices and pricing policy.
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V. SUMMARY AND CONCLUSIONS

A new cost accounting system for identifying unique costs and
analyzing profitability of products, product groups and product lines,
as proposed by John Dearden, was tested, usiﬁg data on regional blood
services.
The unique costing system was found to be time consuming, but no
more so than other systems. However, for the same amount of effbxt, one
- deriveé more useful managementlinformation than in other-syatems.i
As in any césting system, good use of the system requires a thorough
understanding of the numerous functions and interrelationships of_aniérgan-
ization. Unless accouﬁtants or others who use the system are willing and
.able to absbrb,unﬁritfén knowiedge gleaned from observation of people and
ptbcedures in the oréaﬁization studied; the system ﬁould not prd%ide*aécurate
- réaults. It is probable, therefore, thai managers could benefit frqm,utili—
zati;n of.ghe unique costg»approach.to.profitabiiity analysis, but ﬁpuld
“ﬁged.to be{ébie to exbla;n it-very well in érder to eniighieh';egulatoxs,
consumers and others who are familiar with more traditional syétémsml V
The unique éq&fing.system offers service organizations such’aéiyhe .
American Red Cross a méﬁagerial tool to genergte'cost 1nfofma£ioﬁ wﬁich
is significantly more relevant than that provided by traditional.apprdaches.
Much time;>effort and money is spent on budgets, audits, priﬁing, training,

conferences, communication and so forth. It is appropriate that the best

Aévailable methods be employed.

12
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Impfovedbaccounging procedurés utilizing the unique costing
approach make possible better pricing decisions as well as better ways of
describing investments in human assets, research and new technology, which
provide modern blood services to the patient at the right cost. In other
words, the unique costing system implies that a new accountins.and pricing
approach would be more useful to service organizations, including the
American Red Cross. |

- Accounting systems for nonbusiness organizations are beginning to

‘receive more attention in the literature, but there is still a dearth of
méterigi.on the subject. Since tﬁ; nonﬁrofit sector, which includes govern-
ments, 1t apparently gfd&ing daily,band because people aré increasingly
concerned about §ersona1 expenditures and public accountability, it éeems
appréériafeﬂtbat more studies be made in the searﬁh for better methodé-of
determining and describing costs.of products, includihg serviées., -

It is recommended thaf any person responsible for financial manage-
ment of a service qrganization tfy_#bis nevw ﬁethod ua¥t time he or she’must
help‘evéluate‘the cdst/ﬁeﬁefits of:;:sér§i¢g, pfepgréro: ¢ontrol—a budget,
explaiﬁ peri;dic financial respots,vof reépond to the.néed,for research.iﬂ

" this area. o A BN
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APPENDIX A

INSTRUCTIONS FOR USE OF THE UNIQUE COSTS WORKSHEET
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INSTRUCTIONS FOR USE OF THE UNIQUE COSTS WORKSHEET

The Unique Cﬁﬁts Worksheet i; designed as sn aid in the identifi-
'cation of uniquely attributable costs of products, product gioups, and
. product lines in six cost centers 6£ a regional blood services program.
The unique cost analysis is hierarchical; it starts with the ﬁroadesﬁ
definition of a product and movéé downward tp,the narrowest, i.e., a
uniqﬁe producﬁ or service that cannot be subdivided. |
Before attemptiﬁg to userﬁhe forh, decide which are the major
product lines, (e.g., (1) Whole Blood and Components, and (2) Special-
izéd Services and Testsj. Then define fﬁe.product groups within each
producé‘line. Then list the groducté which belong in each group. For .
example, a product grOup called "Red Cell Products," might include as .
products, Whole Bioéd; Red Cells, Frézen Red Cells, and Deglycerolized
Red Cells. o | |
° Prepare a'ﬁorksheét for each product. Write answers to the'.
'questions,Ain the spaces provided, giving naﬁes and amoﬁntg of,uniqﬁef_
costs, wherever possible. The information in the ”produét line,; and |
. "product -group" sbaces need not be repeated until the wbrksheet_fof thg
next line and groﬁp_is starced; Ho&ever, unique cost data should be |

recorded in each "product" space along the bottom of the page. .

15
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APPENDIX B

UNIQUE COSTS WORKSHEETS COMPLETED
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Ptodﬁct‘Lines;

Product Groups:

Period:

| UNIQUE COSTS WORKSHEET
American Red Cross Blood Services, Montana Region

(1) whole Bloca and Components; (2) Specialized Services and Tests
Prod (1B) Plasma Products :
(2A) Specialized Tests, Patients; (2B) Specialized Tests, Donors

(1A) Cell Products;

July 1, 1980 through June 30, 1981

Product: Whole Blood

Number

Group: Cell Productsv"A

Line:

Whole Blood and

Of Units: 9,000 Components
o COST CENTERS TOTALS
General ‘Donor Reference, n‘
Operations| Resources |Distribution| Consultation |€ollectio Preparatioxﬂ
Which costs would not $170,526 | $49,626 $96,444 -0- $271,252 | $276,179 [$864,027
have been incurred had '
this product line not
been produced?
poich coste would Dot | s 9s.524 | 25,162 | 852,796 -0~ $151,581 | $153,250 [5478,313|
this product group not '
been produced?
iich coste comtd e | oo | oo fss00 | -0 o- | 525,06 b 3,26
product had not been '
produced, assuming the - Shi
. pping

other g::d:cts inbshq a1 naterials Collection
group een produced? and charges Bags

{1



UNIQUE COSTS WORKSHEET
American Red Cross Blood Se:vices, Montana Region

Product Lines: ' (1) Hholé Blbod and Components; (2) Specialized Services and Tests
Product Groups: (1A) Cell Products; (1B) Plasma Products
: (ZA) Specialized Tests, Patienta‘ (2B) Specialized Tests, Donors

Pe'riod; ‘July 1, 1980 ‘through June 30, 1981
) ' L Number : .. | _ Whole Blood and
Product: fgg Blged Cells GG o Geours Gell Prodrs _Line: fomo Boe
| COST CENTERS | rorais

General Donor .| - Reference,

Operations | Resources |Distribution| Consultatiaon [Collection Preparatiod

Which costs would not
have been incurred had o S o h.

this product line not .SAMEQ AS WHOLE BLOOD
been produced? ‘ ‘

Which costs would not
have been incurred had ‘ _ _ S
this product group not | SANM # AS WHOLE BLOOD
-} been' produced? - o :

0

‘uolssiwiad noyum paugiyosd uononpoidal Jayun Jaumo 1ybuAdoo ayy Jo uoissiwiad yum paonpoiday

Which costs could have. ' ‘ ' . . . ‘_ ' :
been avoided if this 0= . -0- $ 9,575 -0 0 $ 34,300 | $43,875

product had not been | Shipping
produced, aesuming the | ‘ ‘ Materials Collection

other products in the

: and Charges | Bags
group had been produced? , ‘ .

8T
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Product Lines:

Product Groups:

" Period:

UNIQUE COSTS WORKSHEET ‘
American Red Cross Blood Services, Montana Region

"~ (1) Whole Blood and Cgmponeuts,

(1A) Cell Products; (1
(2A) Specialized Tests, Patients;

(2). Specialized Services and Tests

(1B) Plasma Products

July 1, 1980 through June 30, 1981

(2B) Specialized Tests, Donors

Red Blood Cells

Number

group had been produced?

-and charges

Training

COST CENTERS TOTALS
General Donor Reference, nJ
Operations | Resources |Distribution| Consultation |€ollection| Preparatio
| Which costs would not . |
have been incurred had SAME |As WHOLIE BLOOD
this product linme not S . .
been produced?
Which costs would not .
have been incurred had . " : .
this product group not SAME BS WHOLE BLOOD
been’ produced? .
Which costs could have | $2,800" -0- $3,008 -0- -0- $4,672 $10,480
been avoided if this "
product had not been Special- Dry Ice; Supplies,
produced, assuming the ized, ‘major] | Shipping Time
other products in the ‘equipment materials

6T



- UNIQUE COSTS WORKSHEET
American Red Cross Blood Services, Montana Region

Product Lines: . (1) Whole Blood and Components; (2) Specialized Services and Tests
Product Groups: (1lA) Cell Products; (1B) Plasma Products
-(2A) Specialized Tests, Patients; (2B) Specialized Tests, Donors

Period: July 1, 1980 through June 30, 1981
Product: gﬁ gge gr'%grin Number - ~ Group: Cell Products Line"mwle Blood and
Of Units: 125 e _ * Components
COST CENTERS . TOTALS

General Dondi' ' Reference ,

Operationa Resources |Distribution| Gonsultatiaen €ollection| Prepnration&

Which costs would not
have been incurred had
this product line not ' | S'Ag'_E'-‘#S W_HOLH BLOOD
been produced? . ' ,

Which costs would not
have been incurred had
this product group not.
been produced?

|Isaue As wn'ox,q BLOOD

‘uolssiwiad noyum paugiyosd uononpoidal Jayun Jaumo 1ybuAdoo ayj Jo uoissiwiad ypm paonpoiday

Which costs could have | $ 4,100 -0- . 8125 | ~0- . -0- $7,501 | $11,726
been avoided if this s 1ali - - | Ship m ‘ ' _ S
product had not been - |yPic ® Materials | i

produced, assuming the
other products in the
group had been produeed?

Equipment | ’ and Charges Training

(114
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Product Lines:
Product Groups:

UNIQUE COSTS WORKSHEET

American Red Cross Blbod Services, Montana Region

(1) Whole Blood and Components; | (2) Specialized Services and Tests
(1B) Plasma Products - ‘
(2A) Specialized Tests, Patients; (2B) Specialized Tests, Donors

(1A) Cell Products;

group had been produced?

Period: July 1, 1980 through June 30, 1981
' . Platelet Concentrate Number - . BT . Whole Blood and
Product: (Humn of Unit:s:lb,_GOO GrO\lp.A Plasma Products Line: cmponents
COST CENTERS TOTALS
General | Donor Reference, , ng
Operations Resources |Distribution Consultation |Collection| Preparatio
Which costs would not-
have been incurred had B , »
this product line not SAME ﬁAS WHOIJE BvLQOD
been produced? ‘
Which costs would not $75,002 |$24,464 $43,648 -0~ $119,671 | $122,929 #385,714
‘have been incurred had ‘ o '
this product group not
been produced?
Which costs could have '$ - 800 |$ 4,6OO - § 3,450 -0~ -0- $ 20,758 29,608
been avoided if this o ' , : Collection
product had not been SpecializedSpecialized Shipping Bags,
produced, assuming the |[Major  |Donor Materials Time,
other products in the Equipment {Recruitmert|{ and Charges Quality
' Time , _ Control

L ¥4
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Product Lines:

Product Groups:

Period:

UNIQUE COSTS WORKSHEET

American Red Cross Blood Services, Montana Region

(1) Whole
(1A) Cell

(24) Specialized Tests, Patients;

Blood and Components; (2) Specialized Services and Tests
Products; (1B) Plasma Products
(2B) Specialized Tests, Donors

July 1, 1980 ;hrough June 30, 1981

Single Donor Plasma Number

: Croup: Plasme Products Line: Components

Whole Blood and

Product: (Human) Fresh Frozengf ynirs: 4,600

' COST CENTERS

TOTALS
General Donor A : Reference, nJ
Operations| Resources {Distribution| Consultatiaon |Collection| Preparatio
Which costs would not o
have been incurred had SAME |IAs wHOLIE BLOOD
this product line not 1
been produced?
Which costs would not , _ .
have been incurred had R % h
this product group not SAME F‘S PLATELET CONCENTRATE
been produced? ' :
Which costs could have $3,480 ~0- $6,785 -0- ~0- $16,468, $26,733
been avoided if this v : :
product had not been Specializa; Holders,. Collection
produced, assuming the [Major Dry Ice, Bags,
other products in the |Equipment Shipping Time
group had been produced? Materials

(44
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UNIQUE COSTS WORKSHEET

American Red Cross Blood Services, Montana Region

Product Lines:
Product Groups:

(1) Whole Blood and Components;

(1A) Cell Products; (1B) Plasma Products

(2) Specialized Services and Tests

(2A) Specialized Tests, Patients; (2B) Specialized Tests, Donors

Period: July 1, 1980 through June 30, 1981

'Product:cfyoprecipitate

Number

Of Units: 400 Group: Plasma Products

Line: Whole Blood and

* Components -

- COST CENTERS

TOTALS
General Donor ' Reference, nJ
Operations| Resources {Distribution| Consultatign |Collection|Preparatio
Which costs would not ‘ , _ 1
have been incurred had SAME As wiHoLlE BLOOD
this product line not Cor L
been produced? '
Which costs would not
have been incurred had -
this product group not } S AME |AS .PLAJTELET qon CENT’RJATE
been produced? : o .
Which'costs could have —0= - -O— $2,600 | -0- -0~ $2,152 $4,752
been avoided if this ' :
product had not been Holders, Collection
produced, assuming the Dry Ice, Bag,
other products in the Shipping. Time
Materials

group had been producedf

and Charges

1 X4
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Product Lines:
Product Groups:

UNIQUE COSTS WORKSHEET

American Red Cross Blood Services Montana Region

(1) Whole Blood and Components;
(1A) Cell Products,

(24) Specialized Tests, Patients;

(2) Specialized Services and Testa
(1B) Plasma Products

(2B) Specielized Teets, Donors

Period: July l, 1980 through June 30, 1981
Product: %H gle Do?‘gr z&am Number SRS G . Plasma Product i{nes Whole Blood and
uc qu Of Units: 5,400 roup‘. , roducts Line: Components
COST CENTERS TOTALS
General | Donor ' Reference, onl
Operations Resources |Distribution| Consultatian Collecti PreparationJ
Which costs would not _ . .
have been incurred had "SAME |AS WHOLIE BLOOD
this product line not . o '
been produced?
Which costs would not . ,
have been incurred had - : ‘ . :
this product group not SAME(AS PLATELET CON CENTRATE
been produced? : S
Which costs could have 0= - -0~ $5,324 -0- -0- $17,626 $22,950
been avoided if this ‘ - ‘
product had not been Shipping Collection
produced, assuming the Materials Bag,
other products in the and Charges Time
group had been produced? :

T
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Product Lines:

Product Groups:

Period:

UNIQUE COSTS WORKSHEET
American Red Cross Blood Services, Montana Region

(1) Whole Blood and Components;

(1A) Cell Products;

(2) Specialized Services and Tests
(1B) Plasma Products .
(2A) Specialized Tests, Patients; (2B) Specialized Tests, Donors

July 1, 1980 through June 30, 1981

Pooled Recovered

Number

Whole Blood and

Product: g nan Plasma Of Units; 162 Group: Plasma Products Li.ne:‘com onent
COST CENTERS ' TOTALS
General Donor Reference, ' anl : ni
Operations| Resources |Distribution| Consultation |€ollection) Preparatio
Which costs would not’ .
have been incurred had - : ,
this product line not SAMEIAS W F 0 JE BLOOD
been produced?
Which costs would not
have been incurred had _ ; : »
this product group not SAME| AS P LATELET CONCENTRATE
been prodiced? D S - E :
‘Which costs could have -0~ -0~ $ 683 -0~ -0- $ 928 $1,611
been avoided if this- : .
product had not been. ,
produced, assuming the | Shipping Pooling
other products in the Materials | Bag,
group had been produced? ‘and Charges Time

s¢
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Product Lines:
Product Groups:

Period:

UNIQUE COSTS WORKSHEET
American Red Cross Blood Services, Montana Region
(1) Whole Blood and Components;

(1A) Cell Products;

(2) Specialized Services and Tests
: (1B) Plasma Products _ A
(2A) Specialized Tests, Patients; (2B) Specialized Tests, Donors

July 1, 1980 through June 30, 1981

Specialized

R Donors Number ' : , ‘

Product: Phenotyped Of Units: 300 Group: Special Tests, Donors Line: gervices and Tests

COST CENTERS TOTALS
General.’ Donor Reference, nI ‘ onJ
Operations| Resources {Distribution] Consultatiqn |€ollection| Preparati

Which costs would mot | $24,207 | -0~ -0- $76,045 $17,040 |  -0-  [$117,292

have been incurred had T : .

.this product line not .

been produced?

Which costs would not '_ $ 1,399 «0~ -b- $ 6,226 0= «0- P 7,625

have been incurred had : .

this product group not

-been produced?

ﬁhich costs could have -0~ -0~ -0- $ 4,101 -0- -0 % 4,101

been avoided if this .

product had not been

produced, assuming the Supplies,

other products in the Time

group had been produced?

9z
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Product Lires:
Product Groups:

Period:

(1A) Cell Products;
‘(2A) Specialized Tests, Patients;

UNIQUE COSTS WORKSHEET )
American Red Cross Blood Services, Montana Region
(1) Whole Blood and Components;

(2) Specialized Services and Tests
(1B) Plasma Products

July 1, 1980 through June 30, 1981

(2B) Specialized Tests, Donors

latel t Concenttate Number .8 - Specialized
Product: E umani Automated . 10U 53 Group: Pg::i:t:zed Services, yn,: S rvices aad Tests
‘ COST CENTERS TOTALS
General Donor Reference, nJ
‘{Operations| Resources {Distribution| Consultatien |€ollection| Preparatio
Which costs would not : 1 S :
have been incurred had SAME AS DONORS.P[HENOTYPFD
this product line not ,
been produced?
Which costs would not  |$22,808 -0~ -0- $69,819 $17,040 -0-  [$109,667|
have been incurred had PR
this product group not
been produced?
Which costs could have [§ 4,000 -0- -0- -0~ $16,147 -0- | 20,147
been avoided if this ,
product had not been’ Specialized Training,
produced, assuming the Major Supplies,
other products in the . Equipment Time
group had been produced?] . Quality
' Control

L
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Product Lines:

Product Groups:

Period:

UNIQUE COSTS WORKSHEET

American Red Cross Blood Services, Montana Region

(1) Whole Blood and Components;
(1A) Cell Products; - (1B) Plasma Products
(2A) Specialized Tests, Patients; (2B) Specialized Tests, Donors

(2) Specialized Services and Tests

July 1, 1980 through June 30, 1981

Specialized Services,

‘ Numb ' S i d
Product: Hepatitis Tests Ofu;n::s: 500 Group: Patients Line: s§§$1§§§z§nd Tests.
COST CENTERS TOTALS
General Donor Reference, ‘in
Operations| Resources {Distribution} Consultation |€ollection| Preparation}
Which costs would not s AWJE AS DJONORS PHENOTYPED
have been incurred had -
this product line not
been produced?
Which costs would not t ' ' R L
have been incurred—E;a SAME S ?_L Al E.L ET CONCENTRATE
this product group not ' BY PHERESIS
been produced? , '
Which costs could have -0~ ~0- -0- $ 2,055 -0- -0- J$2,055
been avoided if this :
product had not been
produced, assuming the Supplies,
other products in the Time
group had been produced?

8¢
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Product Lines:
Product Groups:

UNIQUE COSTS WORKSHEET

American Red Croas Blood Services, Montana Region

(1) Whole Blood:and Components; - (2) Specialized Services and Tests

(1A) Cell Products;

(1B) Plasma Products

(2A) Specialized Tests, Patients; (2B) Specialized Tests, Donors

other products in the

group had been produced?

Period: July 1, 1980 through June 30, 1981
. Autologous Number " Specialized  Specialized
Product: Transfusions Of Units: 30 OToup: gervices, Patients - LiN€: Services and Tests
COST CENTERS TOTALS

' General | Donor | Reference, :
Operations| Resources |Distribution| Consultatiaqn |€ollection Preparatiod

Which costs would not ,

have been incurred had SAME AS DJONORS PHENOTYPED

this product line not

been produced?

Which costs would not ‘ L | , -

h!ve,be:nd incurred had 'S AIME .A S FLATELHT CONCENTRATH

this product group not . : :

been produced? BY PHERESIS

Which costs could have =0~ ~0~- -0- $990 -0~ ;o- $990

‘1 been avoided if this -
product had not been .
produced, assuming the Time only

62



‘uolssiwiad noyum paygiyosd uononpoidas Joyung Jaumo JybuAdoo ay} Jo uoissiwiad yum paonpoiday

Product Lines:

Product Groups:

Period:

UNIQUE COSTS WORKSHEET

American Red Cross Blood,Serﬁices, Montana Region

(1) Whole Blop& and "(".o'mponent's; (2) ‘Sp'ecialized Services and Tests
(14) Cell Products; - (1B) Plasma Products
(24) Speciglized Tests, Patients; (2B) Specialized Tests, Donors

July 1, 1980 through June 30, 1981

?roddct:%ﬁfg oiomy or

gpeutic

' Number = __ Specialized Services . Specialized

- Of Units: 30 Group: patients - . *  Line: go,uices and Tests
COST CENTERS - TOTALS
General Donor. | Reference, i
Operations | Resources |Distribution| Gonsultatiqn [Collection{ Preparatio:

Which costs would not . I B

have been incurred had ’ - ' o .

this product line not S AAME AS DOINIORS PHEN.IOTYPED

been produced? :

Which costs would not : ' oy . :

have been incurred had SAMPE AS PP.ATELE'T'CONCENTRATE

this product group not ' :

been produced? BY PHER E‘S Is

Which costs could have -0- -0- -0- 41,355 -0- -0- $1,355

been avoided if this : R

product had not been

produced, assuming the Bag

other products in the Pheresis

group had been produced?

Supplies
Time

o¢
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UNIQUE COSTS WORKSHEET
American Red Cross Blood Services, Montana Region

Product Lines: (1) Whole Blood and Components; (2) Specialized Services and Tests
Product Groups: (1A) Cell Products; (1B) Plasma Products
' (ZA) Specialized Tests, Patients; (2B) Specialized Tests, Donors

Period: July 1, 1980 through June.30, 1981
pecial Red Cell _Number .Specialized Services Specialized
?roduct:%zgig gﬁ?gr. " Of Units: 3,000 Group: Patients * Line: Services and Tests
| | COST CENTERS | TOTALS

General Donor Reference,
Operations| Resources {Distribution}] Gonsultatiaon |Collection) Preparationﬂ

Which costs would pot SAME AS DONORS PEENOTYPED
have been incurred had ‘ , .

this product line not
been produced? .

Which costs would mot S AME AS P#I.ATELEﬂco,NCEN'FRA'rE
have been incurred had ‘ : _
this product group not BY PHERESIS

been produced?

Which. costs could have . -0- - =0 - =0~ $33,390 -0- -0~ #33,390
been avoided if this - ' s S

product had not been : ' , , Supplies,

produced, assuming the - ’ - : Time :

other products in the
group had been produced?

1€
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Product ‘Lines:
Product Groups:

Period:

(1) Whole Blood and'Coﬁponents; (2) Specialized Services and Tests
(1A) Cell Products;

UNIQUE COSTS WORKSHEET

American Red Cross Bléod Services, Montana Region

(1B) Plasma Products .
(2A) Specialized Tests, Patients; (2B) Specialized Tests, Donors

July 1, 1980 through June 30, 1981

Number

1uep: Compatibilit . Specialized Services . Specialized
Product: Scrgen y Of Units: 300. Group: patients > Line: gorvices and Tests
' COST CENTERS TOTALS
General | Donor Reference, .
Operations | Resources |Distribution| Consultation {€ollection} Preparati
Which costs would not , E ‘
have been incurred had SAME AS DONORS PHENOTYPED
this product line not : : ' . o
been produced?
Which costs would not e ‘ ,
have been incurred had SAME AS P ATEL‘E:“ CONCENIRATE
this product group not
been produced? BY PHERESIS
Which costs could have -0- -0- -0- ls 1,596 -0- -0- §1,596|
been avoided 1if this - i
product had not been . 7
produced, assuming the Supplies,
other products in the Time

group had been produced?

ct
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Product Lines:
Product Groups:

Period:

UNIQUE COSTS WORKSHEET

American Red C:oss Blood Services, Montana Region

(1) Whole Blood and Components; .(2) Specialized Services and Tests
(1B) Plasma Products ,
(2A) Specialized Tgsts, Patients; (2B) Specialized Tests, Donors

(1A) Cell Products;

July 1, 1980 through June 30, 1981

Patient Red Cell

Number

Specialized Services,

group had been produced?

Time

. ' . . Specialized
Product: Problem Cases Of Units: ' 120 Group: pyrients Line: Services and Tests
COST CENTERS TOTALS
General Donor Reference, mJ
Operations| Resources {Distribution Qqnsultation €ollection] Preparatio
Which costs would not , .
have been incurred had :
this product line not SAIME AS DONORS PHENOTYPED
been produced? '
{ ¥hich costs would not sAnh,AsrﬁATELEn CONCEN[FRATE
have been incurred had : 1 | : _
this product group not ' BY PRERESTIS
been produced? .
Which costs could have T oo o | e . 1.872
been avoided if this 0-. 0 0- $1,872 0 0 §1,
product had not been ,
produced, assuming the -
other products in the Supplies,

133



APPENDIX C .

ALLOCATION OF JOINT COSTS

_gd

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



ALLOCATION OF JOINT COSTS

The préblem ofvimperfect cogf allbcation methods of accounting
for non-unique costs called overhead, jdiﬁﬁ, indirecf and so forth, was
recognized. In a non-profit, self-suffiéient organization all costs
must be covered, one way or another. In a'regiohal blood service, most
révenues derive from processing fees charged to participating hospitals.
It is therefore important that prices be set asif#irly and as low as
possiﬁlg, but accurately enough to ensure that total Tevenue will.equal
total costs. |

Although the unique costing approach is very helpful, and althdugh
allocation of joint costé is not very helpful in priéing decisions, the
need for thoughtful, simnltaneous use of both approaches is inescapable.
VExquisite accuracy is equally impossible. |

| 'Mpst cost_allocation systems seem to employ mirror or circular

thinking; "This product will f;tch’fhis many dollars, so we will assign "
this much cost ﬁo it." The ability té Sear‘the cost, itself, determiﬂes
the allocated cost. This practice is accepted, isAhot really 1631c§1,
produceé bizarre reéults,‘but‘wil; continue to'oécur until a better system
is deieloped. |

In this study, a cause-and-effect type of relationship was used
as a basis for cost allocation. The>question was asked, 'Does the activity
of this department (or Cost Center) contribute in an esséntial way, to the
production and delivery of this product?" I1f the answer was “Yes," dgpartw
mental costs weré allocated evenly to each unit of product or serviée which

35
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36
depended upon the specific activity of-that department, By allocacing in
this fashion, recognition was given to the fact that every unit handled
cost some amount of time, space, energy, paperwork, and other resources
that could not be uniqueiy or quantifiably attributed to the unit. No
attempt was made to account for differing amounts of activity associated
with different products (much of this was already done in the unique
costing procéss).  No recognition of tiadicicnal values suqh as finished
goods value, or value at split-off point was given, in order to focus on
finding a method to measure costs independently from revenues,

Costs based on this cause—and-effect approach to cost allpcation A
used together with the unique costing system were quite different from
costs baééd more or less on the currently used “ability-to~-bear" approach.
Accurate identification of costs is important for pricing decisiéns,'but
even'ih-cases where costs do not strongly influence prices, the ‘extent to
which a product is subsidizing or being subsidized is clarified,

Details of the allocation of joint costs in fgis stﬁdy fo;low:

1. GenéraIVOperagibns - .

Unique Costs -“$15,180

Joint Costs = Total Departmental Costs « Total Unique
: Departmental Costs

Joint Costs = ($194,733 - $15,180) = $179,553
Allocate to all 38,494 products and testsf
' 3175;553 + 38,494 = $4.6644412 per unit.
2. Donor Resources

Uniqﬁe Costs = $4,600

Joint Costs = ($49,626 — $4,600) = $45,026

Allocate to all Cell and Plasma products, except pooled
Plasma: :

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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19,000 + 4,600 + 4,600 + 400 + 5,400 = 34,000 units
$45,026 * 34,000 = $1.3242941 per unit

3. Distribution
Unique Costs = 540,550
Joint Costs = ($96,444 - $40,550) = $55,894
Allocate to all Cell and Plasma products = 34,162
$55,894 ¢ 34,162 = $1.6361454 per unit.

4. Reference and Cénsultation'
Unique Costs = ‘$45,359
Joint Costs = ($76,045 - 45,359) = $30,686
Allocate to 4;332 Special Services and‘Tests:
$30,686 ¢ 4,332 = $7.0835641 per unit.

5. Coliection
Unique Costs = ~$16,147
Joint Costs = ($288,292 - $16,147) = $272,145
Allocate fovall Cell and Plasma products e;cept Pooled Plasma = -
34,000 units, plus 52 Pheresis Platelets, 30 Autologous trans-
fusions, 30 therapeutic phlebotomies = 3&,;12 total units

,_$272,145 {-34;112 = $7.9779842 per ﬁnit‘;

6. ?reparation
ﬁnique Costs = §$129,731
Joint Costs ~ = ($276,179 - $129,731) = $146,448

Allocate to all Cell and Plasma products = 34,162 units

$146,448 + 34,162 = $4.2868684 per unit.
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. SUMMARY OF JOINT AND UNIQUE COSTS

. American Red Cross Blood Services
: . Montana Region

For the Period: July 1, 1980 through June 30, 1981

(NOTE: For each product allocated joint costs are listed on the first
" line, and unique\cdsts.are listed on the second line.)

Departments (Cost Centers)

Genefal

.Number Donor ' : Refefence, _
Product of Units{Operations|Resources|Distribution|Consultation|Collection|Preparation | Total
Whole Blood 9,000 | $ 41,980 | $11,919 $14,725 -0~ $ 71,802 | § 38,582 $179,008
~0- -0- 9,000 -0- -0~ 25,326 34,326
Red Cells 9,575 44,662 12,680 15,666 -0~ 76,389 41,047 190,444
-0- -0- 9,575 -0~ -0~ 34,300 43,875
Frozen Cells 300 1,399 397 491 -0~ 2,393 1,286 5,966
. 2,800 -0~ 3,008 -0- -0- 4,672 10,480
Deglycernized _ '

Cells 125 583 166 206 -0~ 997 536 2,488
4,100 -0- - 125 -0- 0w~ - 7,501 11,726
Platelets 4,600 21,456 | 6,092 7,526 -0- 36,699 19,720 91,493
» 800 4,600 3,450 -0~ -0~ 20,758 29,608
-{|Frozen Plasma 4,600. 21,456 6,092 7,526 -0~ 36,699 19,720 91,493
' 3,480 -0- 6,785 -0~ -0~ 16,468 26,733
Cryoprecipitate 400 1,866 530 654 -0~ 3,192 1,715 7,957
' -0- -0- 2,600 -0~ -0~ 2,152 4,752
Liquid Plasma '5,400. 25,188 7,150 8,835 —Of 43,081 23,148 107,402
: : -0~ -0- 5,324, -0~ -0- 17,626 22,950
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. SUMMARY OF JOINT AND UNIQUE COSTS _(Com:inued)

. Departments (Cost Centers)

Donor

Number | General } : Reference,
Product of Units|Operations{Resources|Distribution|ConsultationjCollection|Preparation | Total
| Pooled Plasma 162 | § 756 <0- $ 256 ~0- ~0- $ 696 |$ 1,715
‘ ‘ -0~ =0~ 683 ~-0-. -0~ 928 1,611
Donors ‘ ‘ ,
" Phenotyped 300 1,399 ~0- -0~ 2,125 ~0= ~0- 3,524
- -0- -0- -0- 4,101 -0- -0- 4,101
Pheresis ' :
Platelets 52 243 ~0- ~0- 368 415 -0- 1,026
4,000 -0~ -0- -0~ 16,147 -0~ 20,147
Hepatitis Tests 500 2,332 -0~ -0~ 3,542 -0- -0- 5,874
~0- -0- -0- 2,055 -0- -0~ 2,055
Autologous - o , ‘
Transfusions 30 140 -0~ -0- 213 239 -0~ 592
-0~ =0~ -0- 990 -0- -0~ 990
Therapeutic
Phlebotomies 30 140 -0- -0- 2;3 239 -0~ 592
-0- -0~ -0- 1,355 -0- -0- 1,355
Red Cell Tests | '
on Patients 3,000 13,993 ‘=0 -0- 21,250 -0~ - -0~ 35,243
‘ : -0~ ~0- -0~ 33,390 -0- -0~ 33,390
Compatibility | ' '
- Screens 300 1,399 ~0- C=-0- 2,125 -0 -0- 3,524
: - : —Qf' -0- - -0- 1,596 -0- -0~ 1,596
Patient Red Cell . ' , :
‘Problem Cases 120 ~ 561 -0 N ~ 850 -0- -0~ 1,411
-0~ -0- . =0~ 1,872 -0- -0~ 1,872
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'SUMMARY OF JOINT AND UNIQUE COSTS (Continued)

Departments (Cost Centers)

Number | General Donor , Reference, :
Products of Units|Operations|Resources|Distribution}{Consultation|Collection|Preparation | Total
TOTALS 38,494 |
Joint Costs $179,553 | $45,026 $ 55,894 $ 30,686 $272,145 |$146,448 $729,752
Unique Costs $ 15,180 '} § 4,600 $ 40,550 $ 45,359 $ 16,147 | $129,731 $251,567
Combined Costs #49,626 $ 96,444 $ 76,045 $288,292 | $276,179 $981,319

$194,733
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SUMMARY OF UNIQUE COSTS, REVENUES AND PROFITS
American Red Cross Blood Services, Montana Region

For the Period: July 1, 1980 through June 30, 1981

' UNIQUE PROFITS
PRODUCTS, GROUPS, LINES REVENUE COSTS OR (LOSS)
Whole Blood $ 390,894 |$ 34,326 $356,568
Red Cells 418,213 43,875 374,338
Frozen Cells 17,700 10,480 7,220
Deglycerinized Cells 10,810 11,726 (916)
For the Cell Products Group |$ 837,617 |$ 478,313*% | $359,304
Platelet Concentrate $ 50,600 |$ 29,608 $ 20,992
Frozen Plasma 43,400 26,733 16,667
Cryoprecipitate 2,800 4,752 (1,952)
Liquid Plasma, Single 16,200 22,950 (6,750)
Pooled Plasma 4,440 1,611 2,829
For the Plasma Products Group |$ 117,440 |$ 385,714* | ($268,274)
For the Whole Blood ana e
Component Product Line $ 955,057 |$ 864,027 $ 91,030
Donors Phenotyped -0- $ 4,101 $ (4,101)
Pheresis Platelets 10,500 20,147 (9,647)
RIA Tests 1,000 2,055 (1,055)
Autologous Transfusions «0- 990 (990)
Therapeutic Phlebotomies -0~ 1,355 (1,355)
Red Cell Tests on Patients ~-0- 33,390 (33,390)
Compatibility Screens -0- 1,596 1,596)
Patient Red Cell Problems ~0- - 1,872 1,872)
For ihev3§ecialized Services '
and Tests Product Line $ 11,500 |$ 117,292 | ($105,792)
TOTALS, For Individual Products $ 966,557 |$ 251,567 $714,990
TOTALS, For Both Product Lines  |$ 966,557 [$ 981,319% | ($ 14,762)
TOTALS, For the Center as a Whole,
Including "Other" Revenues and ~
Expenses $1,000,319 }$1,000,319 -0~

- *Includes costs which are joint with respect to indiyidual products.
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PRICING APPLICATIONS

If prices are set so revenues for each product are equal to costs
which have been determined by a unique costing system used together with
a cause-and-effect-allocation-of-joint-costs system, then prices would
resemble the following list (assuming the expected number of units are
utilized, outdated, or spent for quality control). Prices set by current

methods are listed for comparison.

Product Current Price "New-Method" Price

Whole Blood ’ $ 49.75 $ 26.34
Red Cells : 49.75 30.36
Frozen Cells 59.00 . 54,82
 Deglycerinized Cells 94.00 123.60
' Platelets 22.00 52.65
) Frozen Plasma.fo; Transfusion 22.00 : 25.70
 Frozen Plasma for Fractionation 5.00 25.70
Cryoprecipitate ' 8.00 36.31

‘Liquid Plasma 3.00 ' 24.14
Pooled Plasma ‘ 3.00 : 20.53
-Donors Phenotyped , -0~ 25.42
. Pheresis Platelets 300.00 - 604. 94
Hepatitis Tests ' '10.00 15.86
"Autologous Transfusions -0- 52.73
Therapeutic Phlebotomies -0~ 64.90
. Red Cell Tests on Patients -0~ 22.88
Compatibility Screens -0- 17.07
Patient Red Cell Problems -0- - 27.36

It can readily be seen that the new costing system implies utili-
~ zation of a pricing system so radically different, it would not be accepted
in the near future. However, the new aﬁproach surely does point up the

extent to which some products subsidize others.
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Also, the unique costing approach identifies specific incre;nental
costs which "should" be recovered, even though the particular product may
not have the "ability to bear" its share of allocated costs. For example,
single donor liquid plasma which could possibly be considered a by-product,
"should" fetch $4.25, ($22,950 =- 5,400), per unit, minimum, to recover

unique costs alone.
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Comparative Income Statements

CURRENT METHOD

Income

Whole Blood and Components
Plasma for Further Manufacturing
Specialized Services and Tests
Other Income (Interest, etc.)

Total Income

Expense
Direct Materials

indirect Expenses
Major Equipment
Total Expense

Increase (decrease) in Fund Balance

NEW METHOD
Income ,
Whole Blood and Components
Specialized Services and Tests
Total Income

*Expense
Unique Costs
Joint Costs
Total Expense

Increase (decrease) in Fund Balance

*Alternatively, expenses could be shown as;

Expense
Whole Blood and Components

Specialized Services and Tests
Total Expense

48

$928,900
37,640
—0-

14,779
$981,319

$103,000

849,474

28,845

$981,319

-0-

$864,027

117,292
$981,319

- $251,567

729,752
$981,319

-0-

$864,027

117,292
$981,319
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