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“ ACCEPTING A FOREIGN ORDER

ACCEPTING FOREIGN ORDER - APPLICATION OF MARGINAL COSTING

Cost Of Production Per Unit (Rs.)
Direct Materials 2
Direct Labour 1
Variable Overhead 3
Fixed Overhead 2
8
Production Per Month 20,000 Units
Total Cost Of Production Rs.1,60,000
Sale Price Rs.1,40,000
Loss Rs.20,000
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DECIDING SALES MIX
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Sales Mix

Formula

Sales Mix Variance = (Actual Sales Mix - Budgeted Sales Mix) *
Budgeted Units Sold * Budgeted Contribution Margin

Example

Sales Variance:

1. Product A: (600-900) * 10 = -3000 (Unfavourable Variance)
2. Product B: (900-600) * 8 = 2400 (Favourable Variance)
3. Total Sales Mix Variance = -600 (Unfavourable Variance)
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Define Marginal Costing in decision making
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Summary

MARGINAL COSTING IN
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