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Abstract. This article aims to present the ad hoc approach of cost 
management taken by the companies under the conditions formed due to the 
COVIDIzation of the economy. Considering the uniqueness of the situation 
caused by COVID-19, the term COVIDization of the economy is 
interpreted. In general, it means complex changes in the PESTEL 
environment, conditioned by the global health crisis. For the majority of 
companies, these changes had an adverse effect. For others, it was neutral or 
favorable. The onset of the first wave of COVID-19 found most companies 
unprepared, with planned revenue, cost, and profit levels. In the face of a 
sharp change in revenue levels, firms had to respond ad hoc to meet these 
challenges. The publication brings out the ad hoc approach of cost 
management as a theoretical statement. It presents the effects on the 
revenues of the first wave of COVIDization and the companies' ad hoc 
actions about their costs. Two studies conducted by the SRC Innovation and 
Competitiveness (U2B) were used in the current publication. They were 
conducted during the locked-down in 2020 and April-May 2021.  

1 Introduction 
During the second quarter of 2020, the companies in the world and Bulgaria faced the initial 
challenges, conditioned by the influence of COVID -19. As a result of the locked-down 
imposed by the government, certain sectors of the economy were negatively affected. Many 
companies recorded a sharp drop in their revenues. In specific sectors, the revenues 
practically stopped. The abrupt change of revenues led to a deterioration of companies’ 
financial performance.  It argued a need to change business plans and the values of the main 
economic ratios. In these conditions, the ability of companies to make crisis decisions related 
to costs has manifested itself. The strategies and approaches known in the theory and practice 
of cost management have to be reconsidered in the context of adverse effects of 
COVIDIzation of the economy.  

The thesis advocated here is that companies should find adequate costs solutions to 
respond to a force majeure situation during a sharp and unexpected revenues change. Their 
finding is defined as an ad hoc approach in cost management. It allows informed and argued 
short-term costs-oriented decisions without losing the long-term perspective for the 
company's development.  

The article aims to bring out as a theoretical statement an ad hoc approach in cost 
management and to present its specific manifestations during the initial stage of 
COVIDIzation of the economy. The following set of tasks were completed: first - the 
meaning of the term COVIDization of the economy is clarified; second - the importance of 
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an ad hoc approach for overcoming the harmful effects of COVIDization is argued; third - 
the set of the ad hoc actions by which companies overcome the negative effects of the sharp 
decline in revenues results are presented. 

Special attention is paid to cases in which COVIDization effects negatively companies' 
activities and financial ratios. The initial impact of COVID-19 necessitated taking actions to 
overcome the adverse effects in the short term, which were reconsidered and adopted as a 
cost-optimization policy. 

2 Literature review  

2.1 The role of costing and cost management  

According to the Chartered Institute of Management Accountants, the cost is "the amount of 
expenditure (actual or notional) incurred on, or attributable to a specified thing or activity." 
[1] The value-added chain integrates companies' activities, classifying them as primary and 
secondary (support activities). Through these activities, companies manufacture material 
products or provide services to satisfy customers' needs for achieving their financial goals. 
[2] The importance of cost management lies in the understanding that competitive companies 
manage to meet the needs of their target markets more efficiently than their competitors [3]. 
Cost management is at the heart of achieving higher efficiency and hence to financial goals 
in the short and long term. [4] 

Cost management has permanent importance for the efficiency of business operators. It 
occurs at every stage of the life cycle of product and enterprise development [5]. The cost 
management importance is also determined in the context of external environment factors 
[6], business strategy [7], investment management [8], planning and budgeting process [9], 
decision-making process [10], controlling and cost reduction [11]. 

The importance of cost management even increases during the time of crisis, especially 
if the crisis occurs suddenly and has serious adverse consequences. [12-14] Such a type of 
crisis was driven by the emergence of the first wave of COVID-19. The short-term effects, 
predominantly unfavorable and long-termed consequences, caused by this wave argued the 
perception of the term COVIDization of the economy. The most damaging consequence was 
a sharp decrease in revenue. In certain economic activities, they have practically stopped. 
The companies negatively influenced had to find quick ad hoc solutions to address problems 
without losing their strategic focus [13-14].  

2.2 Ad hoc approach of cost management 

Applying the ad hoc approach of cost management requires knowledge of cost classifications 
including: 1) by time (historical, pre-determined); 2) by nature or elements (material, labor 
and overhead); 3) by a degree of traceability to the product (direct, indirect); 4) association 
with the product (product, period); 5) by changes in activity or volume (fixed, variable, semi-
variable); 6) by function (manufacturing, administrative, selling, research and development, 
pre-production); 7) relationship with accounting period (capital, revenue); 8) controllability 
(controllable, non-controllable); 9) cost for analytical and decision-making purposes 
(opportunity, sunk, differential, joint, common, imputed, out-of-pocket, marginal, uniform, 
replacement); 10) others (conversion, traceable, normal, avoidable, unavoidable, total). [15-
16]  

The ad hoc approach of cost management has to be applied as an essential part of 
management accounting. Its perception in this way is a prerequisite for taking appropriate 
managerial decisions in the context of a force majeure situation [12-14]. Management 
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accounting as an extension of management aspects of cost accounting provides the 
information for business operation management. It overcomes the limitations of financial 
accounting, which referred only to the records of business transactions [15-16]. Management 
accounting plays an irreplaceable role in the optimum utilization of existing resources. Their 
inherent techniques help to solve specific problems and serve as guidelines for decision-
making. 

There are many costing methods used in cost management that help achieve higher 
company efficiency: job-centered – they include job, contract, batch, and terminal costing; 
process and product-oriented: operation costing, process costing, unit or single or output or 
single-output costing, multiple or composite costing, departmental costing; popular 
qualification of costing tools includes historical (or conventional), standard, marginal, 
uniform, direct, absorption, and active-based costing [15-16]. Cost management is not simply 
the process of planning a company's budget and controlling the spending of money according 
to the budget. It also includes anticipating operating costs and keep them under control, 
offering products at reasonable prices [5-14]. Cost management in management accounting 
provides managers at different levels with relevant information for planning, decision-
making, and control [9-11]. It is at the heart of achieving efficient management and making 
sound management decisions [17]. 

There are some general well-established financial management approaches used in 
management accounting: 1) financial planning and budgeting; 2) financial analysis; 3) 
decision-making process; 4) controlling; 5) statistical techniques; 6) reporting [15-16]. They 
possess a methodological toolkit and mutuality. These approaches are an integral part of 
strategic and operational management. Likewise, they are used in cost management to 
achieve higher efficiency and balance short-term goals and companies' strategical 
development [15-16]. The role of cost management is more pronounced during crises that 
occur suddenly without being expected [12-14]. They are particularly pronounced in the 
presence of a sharp drop in revenues when timely solutions are required. In such cases, 
competence in cost management is needed to find reasoned solutions.  Finding such solutions 
is defined as Ad hoc approach in cost management. This approach should be perceived as 
leading in the initial stage of COVIDization of the economy [13-14]. The Ad hoc approach 
involves using formal methodology, methods, and tools inherent in management accounting. 
It solves short-term problems driven by the sharp decline in revenue (and not only) while 
staying focused on the company's long-term development [13-14]. 

The capacity of the Ad hoc approach of cost management increases when a business 
information system is available. It increases, even more when big data management exists in 
the following general strands: business process data, product or service data, customer data. 
It leads to fast and argued decisions considering many different scenarios; greater efficiency 
and productivity lowering costs and improving profitability [18]. 

2.3 The role of Ad hoc approach according to the strategic position  

In the short term, the ad hoc approach of cost management may aim for the company to 
survive or improve its strategic position. The aim will depend on the strategic position and 
the influence of external conditions. Thus, the ad hoc approach is understood to find specific 
cost solutions to resolve particular problems. This view does not deny the need to address 
costs in the long term (strategic development).  

When the environmental conditions require solving specific problems, a more active 
approach to cost management is needed. It requires managers to find an adequate approach 
(strategy) to overcome unfavorable circumstances without losing the long-term strategic 
focus. Among the necessary basic conditions for completing this requirement is the 
knowledge about costs classification, their behavior, and the importance they have for 
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companies' sustainable development. Their management requires the possession of 
competencies about methodological characteristics of management accounting. 

3 Methodology 
The article uses results from two surveys carried out by SRC Innovation and 
Competitiveness. These studies focus on the COVIDization of the economy, its impact on 
business, and the measures taken by companies. The targeted audiences were companies’ 
managers and owners.  The first survey aimed to research the effects of the locked down on 
the companies’ performance and identify activities undertaken for solving problems 
encountered, including costs-oriented decisions.  It covered 176 companies from different 
sectors of the economy. The second survey covers the third wave of COVID-19 and included 
243 companies. It examined the effect of the measures taken by the company during 2020. 
Both studies also explore questions that identify what strategic changes were envisaged in 
response to short-term impact and long-term consequences of COVIDization. 

Both studies include three main sections. The first section aims to collect information on 
the company's main characteristics - income, the value of assets, number of employees, 
information on the financial position and financial condition - profitability of income, 
solvency, liquidity. The second section examines the impact of COVIDization, including the 
influence on revenues and profits. The third section identifies the actions that help companies 
overcome adverse effects caused by the first wave of COVIDization of the economy.  This 
section collects information about costs ad hoc decisions, including wage costs, marketing 
and sales, administrative costs, training costs, and social benefits. The fourth section allows 
gathering information about the companies’ intentions for adaptation and strategic change 
that the companies intend to undertake in the middle and long term. The scope of the study 
does not address issues concerning methodological characteristics of management 
accounting and its place for efficient management. The data collected helps to identify only 
ad hoc cost-oriented decisions taken by the companies. 

4 Results 
Managers' competencies and their understanding of the central role of cost management in 
strategic and operational decisions are crucial for taking the right set of ad hoc costs 
measures. The survey focused on the classification characteristics of the costs, their behavior 
and importance for companies' profitability. The results presented here detect the set of ad 
hoc cost-oriented actions taken by the companies in response to the negative impact of 
COVIDization on the economy during 2020. 

4.1 Ad hoc cost-oriented action taken by the companies during the first wave 
of COVIDization 

There are four degrees to determine the negative impact of COVIDization of the economy: 
first degree is observed when the effect is extremely unfavorable due to the locked-down 
companies from specific sectors temporarily suspends their activities; second degree is 
defined as bellow extremely unfavorable - there is a decrease in revenue of more than 50 %; 
third degree - highly unfavorable, when the drop in revenue is between 20 and 50%; fourth 
degree –the impact is unfavorable but surmountable – when the decline in revenues is up to 
20%.  The total share of companies where the influence is unfavorable in one of the four 
degrees amounts to 74%: the ultimate degree of adverse impact is formed at 9 %; 23 % of 
the companies involved in the survey register a drop more than 50%; in 19% of companies 
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the decline is 20-30% - the situation is defined as highly unfavorable, and in 24% as 
unfavorable but surmountable.  Companies where the influence is a neutral amount to 17%. 
In the rest of the companies, the influence is defined as favorable. (Fig. 1) 

 
Fig. 1. Decrease/growth of the revenues in March-April 2020 compared to the same period of 2019 

Since the vast majority of companies were not prepared for the harmful effects of 
COVIdization on the economy, they had to take ad hoc cost-related actions. Thus, the 
circumstances forced the companies to apply an ad hoc approach of cost management 
consciously or not. At the heart of the actions taken were the strategic position and financial 
situation in which the first wave of COVID-19 found the companies. (Fig. 2)  

 
Fig. 2. Ad hoc cost-oriented action for overcoming adverse effects caused by the first wave of 
COVID-19 and locked-down 

The main focus of ad hoc action falls on administrative costs as the main ingredient of 
indirect and fixed costs.  Almost 56% of participants in the study took their reduction. The 
next meaningful measure taken by 52% of all companies in the sample refers to employees’ 
leaves and dismissions. The pessimistic expectations drove sales and marketing cost 
reduction.  A reduction in the working time is carried out by 37% of companies. Training 
costs cut is a preferred issue for 35% of firms. 21% take away social benefits given before 
locked down.  The decrease in the salaries is considered as an appropriate measure for 17% 
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of companies.  When asked about the actions they intend to take in the middle and long term, 
68% of companies pointed that they are going to turn cost optimization into their priority. 

4.2 Assessment of Ad hoc cost-oriented action taken by companies during the 
COVIDization of the economy in 2020 

4.2.1 Change in revenues in 2020 compared to 2019 

In most companies, there is a decrease in revenues in 2020 compared to those achieved in 
2019. As a result, they got away from their preliminary financial plans. The lagging of 
revenues during the lock-down that companies registered, compared to 2019, was highly 
unfavorable and portended deteriorating their profitability. The actions taken by companies 
after the locked-down led to greater or lesser compensation of the revenue gap. (Fig. 3) 

 
Fig. 3. Share of companies according to the decline/increase in revenues in 2020 compared to 2019 

The rate of adverse change in revenue during lock-down compared to March-April 2019 
was highly damaging for more than 70% of the companies. Due to the actions taken by the 
companies after locked-down cancelation, more of them managed to improve their results. 
From 32% e share (marked in blue), companies with revenues drop bigger than fifty percent 
fell to 6% (marked in red). This movement is a positive change with twenty-six percentage 
points (marked in orange). The relative weight of companies with a decrease in revenues 
higher than 30% decreases by ten percentage points (From 19% to 8%). The group of 
companies with a decline of 20% and more stayed 24% at the end of the year. The number 
of firms which revenues remained unchanged thrives, reaching a higher relative share (from 
17 up to 38%). There is s significant positive change in companies with revenue growth of 
up to 20%. The large relative shares of companies with a decrease of revenues (40%) and 
companies achieving the same level (38%) determine the importance of cost management.  

4.2.2 Post factum assessment of Ad hoc cost-oriented actions  

The adverse effects of the first COVID-19 wave on revenues force affected companies to 
find solutions to face the challenges. Taking ad hoc cost-oriented decisions played a crucial 
role in surviving locked-down through the whole of 2020. The ad hoc survival actions have 
been transformed into cost optimization policies in the medium and long term. (Fig. 4)  
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Fig. 4. Evaluation of Ad hoc actions related to costs 

As a result of the survey, conducted in April-May 2021, a post factum assessment of the 
ad hoc cost decisions was carried out. It identified those decisions that played the most crucial 
role in coping with the harmful effects of COVIDIization during 2020. The figure shows that 
to reducing administrative costs (41%) was paid the greatest attention. Reducing the expenses 
for external services (34%) and raw materials (32%) are the next important decisions. 27% 
of the companies took the reductions of their marketing and sales costs.  

The analysis of the survey results shows that throughout 2020 companies focused on 
optimizing the different types of operating costs, including direct and indirect, fixed and 
variable ones. That confirmed the intention of 68% of companies stated in the survey during 
the locked-down to undertake cost optimization in the short and middle term. Thus, the ad 
hoc approach to cost management, used in the second quarter of 2020, evolved into a targeted 
policy that continued during post-locked-down months, the second COVID-19 wave, and 
after.  

4.2.3 Influence ad hoc approach of cost management on profit 

The sharp revenues decrease, influenced by COVID-19 first wave, forced companies to take 
emergency cost-oriented decisions. Consciously or not, these decisions came about as a result 
of formal or not formal decisions. In companies where the ad-hoc approach is conscious and 
formal, the decisions made are the result of a purposeful process of cost management. The 
quick revenues decrease, influenced by COVID-19 first wave, forced companies to take 
emergency cost-oriented decisions. Conscious or not, these decisions came as a result of 
formal or not formal decisions. In companies where the ad-hoc approach is conscious and 
formal, the decisions taken are the result of a targeted cost management process. In the rest 
ones, it is applied intuitively and on the basis of the management experience. As a result of 
the cost decisions taken through the ad hoc cost decision approach, significant compensation 
of the financial result was achieved.  Evidence of this claim is the structure of the companies 
according to the change of revenues and profit achieved in 2020 compared to 2019. The two 
structures examined below confirm the importance of the ad hoc approach of cost 
management (cost-decisions) in the context of COVIDization of the economy. (Fig.5) 
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Fig. 5 The structure of the firms according to the change in revenues and profit in 2020 compared to 
2019 

Revenue growth is recorded in 38% of companies, and profit growth is at 40%. The 
revenue slumped by 38% and stay unchanged in 24% of firms. The companies with a profit 
decline are 9%, and those that keep the profit level amount to 51%. The positive effect of the 
ad hoc cost-oriented decisions during the locked-down and policy of cost optimization taken 
in the post-locked-down months prepared the company to meet the challenges of the second 
COVID-19 wave and the third one that followed. As a result of companies’ purposeful 
efforts, there was a gap between the share of these companies, which register profit decline 
(9%), and those with revenue slump (24%). This positive fifteen-percentage-points-gap is 
indisputable proof of the importance of ad hoc cost-oriented decisions. Thanks to making 
these decisions, more companies managed to stay profitable even with revenue decrease. The 
gap between the revenue planed and the revenue achieved in the subperiods during 2020 also 
necessitated a revision of costs. Thus, the magnitude of positive effects to be even bigger if 
we consider the companies which managed to keep the level of the revenue, they had in 2019.  

5 Conclusion  
The role of cost management for the companies’ efficient management is indisputable and 
irreplaceable. It even has been increasing since the first COVID-19 wave and, locked down 
followed. During COVIDization of the economy, an active ad hoc approach in cost 
management manifested its role. This approach includes the inherent accounting principles, 
methods, and tools. The Ad hoc approach helps to find solutions quickly without losing the 
long-term strategic perspective. It is this approach that was taken as leading in cost 
management. Proof of this is that during the three subperiods during 2020 (locked-down, 
post-locked-down months, and the second COVID-19 wave), companies managed to survive 
and offset the decline in revenue through the ad hoc cost-oriented decisions. Their positive 
impact on companies’ was presented. The survey focused only on the identification of cost-
oriented decisions. In the future, Ad hoc approach study of cost management should be 
enriched with questions related to the principles, approaches, and tools of management 
accounting.  Due to the scope of the studies carried out, these aspects were not addressed in 
this publication. 
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methods, and tools. The Ad hoc approach helps to find solutions quickly without losing the 
long-term strategic perspective. It is this approach that was taken as leading in cost 
management. Proof of this is that during the three subperiods during 2020 (locked-down, 
post-locked-down months, and the second COVID-19 wave), companies managed to survive 
and offset the decline in revenue through the ad hoc cost-oriented decisions. Their positive 
impact on companies’ was presented. The survey focused only on the identification of cost-
oriented decisions. In the future, Ad hoc approach study of cost management should be 
enriched with questions related to the principles, approaches, and tools of management 
accounting.  Due to the scope of the studies carried out, these aspects were not addressed in 
this publication. 
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