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Conceptual Framework and Evaluation of Current Cost Accounting
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Abstract

Current cost income is composed of current operating profit and holding gains. There is two viewpoints
about the nature of current cost changes: earnings and capital adjustments. The former is based on the
financial capital maintenance concept, while the latter is based on the physical capital maintement concept.

Proponents of current cost accounting are convinced that it provides more useful information than
conventional accounting. Advocates of financial capital believe that current cost information is needed for
management to evaluate their past decisions, and thereby be able to improve their decision-making ability.
Defenders of historical cost point out that current cost accounting violates the traditional revenue
recognition principle by recognising increases in the value of assets before sales.
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