
Cost & Management Accounting Standard Costing  CA R. K. Mehta 
 

 
Page No: 2.1 

 

(A) Basic Formulae 
 

Question : 1 

A company budgeted to produce 100 units of output using 1,000 kgs., of input. Actual production is 
105 units by using 1,200 kgs., of input.  
Compute (a) Standard quantity for actual output (b) Expected output in actual input (c) Input loss       
(d) Output loss. 

(B) Material Cost Variances 
 

Question : 2 

As per budget, in order to produce 20 chairs, 300 cubic feet of timber is to be used which is budgeted 
to be purchased at ` 100 per cubic feet. Actually 16 chairs are produced using 250 cubic feet of timber 
purchased at ` 94 per cubic feet. Compute direct material cost variance. 

Question : 3 

Compute (a) Direct Material Cost Variance (b) Direct Material Price Variance (b) Direct Material Usage 
Variance from the following: -  

Standard output - 100 units Actual output - 80 units 

Standard material per unit - 3 kgs. Actual price per kg. -  ` 2.5 

Standard price per kg. - ` 2  Actual material used - 250 kgs. 
 

Question : 4 Nov, 2008 

UV Limited presents the following information for November. Calculate Material cost variances. 
(a) Budgeted production of product P - 200 units. 
(b) Standard consumption of raw materials - 2 kg per unit of P. 
(c) Standard price of material - ` 6 per kg. 
(d) Actually, 250 units of P were produced. Material was purchased at ` 8 per kg and consumed at 1.8 

kg per unit of P. 
 

Question : 5 

Compute (a) Material Cost Variance (b) Material Price Variance (c) Material Usage Variance, from the 
following data : -  

Standard Actual 

Material for 70 units of finished products 100 kgs. Output -  2,10,000 units 

Price of material ` 1 per kg. Material used - 2,80,000 kgs. 

 Cost of material - ` 2,52,000 
 

Question : 6 

For making 10 units of a product, the standard material requirement is: -  

Material Quantity (kgs.) Rate per kg. (`) 

A 8 6 

B 4 4 

During December, 2016, actual output 1,000 units, was produced. The actual composition of material 
is as under: -    

Material Quantity (kgs.) Rate per kg. (`) 

A 750 7 

2. Standard Costing    



Cost & Management Accounting Standard Costing  CA R. K. Mehta 
 

 
Page No: 2.2 

B 500 5 

Compute (a) Direct Material Cost Variance (b) Direct Material Price Variance (b) Direct Material Usage 
Variance. 

Question : 7 
The following information is given to you: -  
Budgeted Price Chemical A - ` 2 per kg. Chemical B - ` 10 per kg. 
Budgeted Mix Chemical A - 75% Chemical B - 25% 
Budgeted yield (Output)  90% of input 
Actual used Chemical A - 2,200 kgs. for ` 4,620 Chemical B - 800 kgs. for ` 7,800 
Output  2,850 kgs. 
Compute (a) Direct Material Cost Variance (b) Direct Material Price Variance (b) Direct Material Usage 
Variance. 

Question : 8 
   

Particulars Actual Standard 
Price per kg. of input ` 14 ` 15 
Quantity of input 500 kgs. 600 kgs. 
Compute Direct Material Cost Variance. 

Question : 9 
In Question 9, if standard (budgeted) output is 100 units and actual output is 110 units, calculate 
Direct Material Cost Variance. 
 

Question : 10 
Compute Revised Standard Quantity also Material Mix Variance: -   

Material Standard Actual Standard price 
A 60 units 90 units ` 5 
B 40 units 40 units ` 6 

  

Question : 11 

A company budgets to use 60 kgs., of X and 40 kgs., of Y. The standard loss of production is 30%. The 
standard price of X is ` 5 per kg. and of Y is ` 10 per kg. 

Actual material usage X - 80 kgs. @ ` 4.5 per kg Y - 70 kgs. @ ` 8 per kg. 

Actual yield 115 kgs., Calculate all material variances. 

Question : 12 
The standard input to produce one unit of product is as follows: -  
Material A 60 kg @ ` 15 per kg. ` 900 
Material B 80 kg @ ` 20 per kg. ` 1,600 
Material C 100 kg @ ` 25 per kg. ` 2,500 

Total 240 kg.  5,000 
During the month of April, 10 units were actually produced and consumption was as follows: -  
Material A 640 kg. @ ` 17.50 per kg. ` 11,200 
Material B 950 kg. @ ` 18.00 per kg. ` 17,100 
Material C 870 kg. @ ` 27.50 per kg. ` 23,925 

Total 2,460 kg. 52,225 
Calculate: - 
(a) Material Cost Variance  (b) Material Price Variance  

(c) Material Usage Variance   (d) Material Mix Variance   (e) Material Yield Variance. 

Question : 13 
The standard specification for a batch of 500 units of output of a factory is as under:-  
Material A B C D Total 
Input Kgs. 250 200 100 50 600 
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Standard Price/kg. 4.00 3.00 2.00 1.00  
In October, the factory obtained a production of 9,750 units of output for which 20 batches consisting 

of standard input of material were issued to the shop floor in the following ratio in the actual prices 

indicated against each: -  

Material A B C D 

Ratio of material issued (%) 60 20 10 10 

Actual price per kg. 5.00 2.50 2.25 0.75 

Calculate all material variances. 

Question : 14 

A company manufactured a product by mixing three raw materials. In a batch for output of 100 units 

125 kgs., of input is used. In July, 2016, 60 batches of 125 kgs., each were processed to produce an 

output of 5,600 units. The following are the records for July, 2016: - 

Budgeted Actual 

Material Mix (%) Price/kg. (`) Mix (%) Price/kg. (`) Raw material purchased (kgs.) 

A 50 20 60 21 5,000 

B 30 10 20 8 2,000 

C 20 5 20 6 1,200 

Compute all material variances. Also find material price variance at the time of purchase of raw material. 

Question : 15 

Calculate material price variance at the time of purchase and material usage variance at the time of 
consumption from the following: - 

Particulars X Y 

Kgs. ` Kgs. ` 

Raw material purchased 2,000 4,000 5,000 6,250 

Raw material issued to factory 2,150 --- 3,950 --- 

Opening stock at factory 300 --- 1,000 --- 

Closing stock at factory 200 --- 1,250 --- 

Standard price ` 1.90 per kg. for X and ` 1.30 per kg. for Y.   
Standard usage of input per unit of output: - 

Product Material ‘X’ Material ‘Y’ 

A 1 kg. 1 kg. 

B 0.5 kg. 1 kg. 
    

Output during the period : Product A - 1,130 units Product B - 2,550 units. 
 

Question : 16 

A company produced an article by blending two basic raw materials. The following standards have 
been set up for raw material: - 

Material Standard Mix Standard Price per kg. 

A 40% ` 4 

B 60% ` 3 

The standard loss in processing is 15%. During September, 2016, the company produced 1,700 kgs of 
finished output. The position of stock and purchases for the month of September, 2016 is as under: -  

Material 
Stock on 01-09-2016 Stock on 30-09-2016 Purchase during September, 2016 

Kg. Kg. Kg. Cost (`)  

A 35 5 800 3,400 

B 40 50 1,200 3,000 
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Calculate all material variances assuming FIFO Method of issue of materials. 

Question : 17 

Standard quantity for material requirement per unit = 5 kg 
Actual output = 1,000 units 
Actual cost of material used = ` 7,14,000  
DMPV = ` 51,000 (Favourable) 
Calculate all other variances if Actual price of material per kg is found ` 10 less than standard price per 
kg of materials.  

(C) Labour Cost Variances 
 

Question : 18 

Compute (a) Direct Labour Cost Variance (b) Direct Labour Rate Variance (c) Direct labour Efficiency 

labour, from the following: -   

Standard labour rate - ` 50 per hour Hours worked - 6,000 hours 

Hours per unit - 10 unit Actual labour cost - ` 2,40,000 

Actual output - 500 units  
 

Question : 19 Nov, 2009 

The following information is available from the records of Vatika & Co. for August 2016. Calculate all 
Material and labour variances. 

Material purchased - 24,000 kg  (` 1,05,600) Standard rates and Prices are : - 

Material consumed - 22,800 kg Direct material rate - ` 4.00 per unit 

Actual wages paid for - 5,940 hours  (`29,700) Direct labour rate - ` 4.00 per hour 

Units produced - 2,160 units Standard input - 10 kg for one unit 

 Standard requirement - 2.5 hours per unit 
 

Question : 20 

Compute all labour cost variances, from the following: -   

Standard Wages Budgeted hours per labourer - 1,000 

Grade X - 90 labourers @ ` 2 per hour Actual hours per labourer - 900 

Grade Y - 60 labourers @ ` 3 per hour Budgeted production (gross) - 5,000 units 

Actual Wages Standard loss - 20% 

Grade X - 80 labourers @ ` 2.5 per hour Actual loss - 900 units 

Grade Y - 70 labourers @ ` 2 per hour  
 

Question : 21 

Compute all labour variances, from the following: -        

Worker Standard Actuals 

No. of workers Hourly wages rate per labourer No. of workers Hourly wages rate per labourers 

Skilled 75 60 70 70 

Semi-skilled 45 40 30 50 

Un-skilled 60 30 80 20 

Completion of Job Budgeted 30 hours Actual 32 hours 
 

Question : 22 

Compute (a) Direct Labour Cost Variance (b) Direct Labour Rate Variance (c) Direct labour Efficiency 

labour, (d) Idle time variance, from the following: -   

Actual production - 500 units Standard time - 15 hours per unit 

Actual Hours - 8,000 (which includes 200 idle hours) Standard Rate - ` 3 per hour 



Cost & Management Accounting Standard Costing  CA R. K. Mehta 
 

 
Page No: 2.5 

Actual Labour cost - ` 24,800  
 

Question : 23 

A gang of workers usually consists of 10 men, 5 women and 5 boys. They are paid at standard hourly 
rate of ` 8, ` 6 and ` 4 respectively. In the normally working week of 40 hours the gang is expected to 
produce 1,000 units of output. In certain week, the gang consisted of 13 men, 4 women and 3 boys. 
Actual wages were paid at ` 9, ` 5 and ` 3 respectively. Two hours were lost due to idle time and 960 
units were produced. Calculate various labour variances. 

Question : 24 

From the particulars given below, compute Material price variance, Material usage variance, Labour 
rate variance, Idle time variance and Labour efficiency variance. 
One tonne of materials input yields a standard output of 1,00,000 units. The standard price of material 
is ` 20 per kg. Number of employees engaged is 200. The standard wage rate per employee per hour is 
` 6. The standard hourly output per employee is 100 units. The actual quantity of material used is 10 
tonnes and the actual price paid is ` 21 per kg. Actual output obtained is 9,00,000 units. Actual number 
of hours are 50 and actual rate of wages paid is ` 6.50 per hour. Idle time paid for and included in 
above time is 1/2 hour. 

Question : 25 
The standard output of ‘X’ is 25 units per hour in a manufacturing department of a company 
employing 100 workers. The standard wage rate per labour hour is ` 6. In a 42 hour week, the 
department produced 1,040 units of ‘Y’ despite 5% of the time paid were lost. The hourly rate actually 
paid was `6.20, ` 6 and ` 5.70 respectively to 10, 30 and 60 workers. Compute relevant variances. 
 

(D) Overheads Variances 
 

Question : 26 
Given Information: -  
Actual variable overheads - ` 10,000  Actual production - 460 units  
Budgets variable overheads - ` 12,000  Actual hours - 200  
Budgeted production - 500 units.  Standard time for one unit - 30 minutes.  
Compute all variable overhead variances. 
Question : 27 
 

Particulars Fixed overheads (`) Hours Production (units) 
Budget 5,000 2,000 1,000 
Actual 6,000 2,500 1,100 
Compute all fixed overhead variances. 

Question : 28 

Compute (a) Fixed overhead cost variances (b) Expenditure variances (c) Volume variances (d) Capacity 
variances (e) Efficiency variances. 
Particulars Fixed overheads (`) Output (units) Standard hours per unit Actual hours 
Budgeted 10,000 2,000 10 -- 
Actual 12,000 2,100 -- 22,000 
 

Question : 29 
Budgeted overhead are ` 2,25,000 budgeted overhead rate ` 5 per hour. Actual hours worked are 
52,000, whereas 51,000 hours should have been spent. Actual overhead rate ` 4.9 per hour. Compute 
overhead variances. 

Question : 30 
 

 
Given:  - 

(a) Overhead cost variances - ` 1,400 (A) (d) Budgeted overheads - ` 6,000 

(b) Overhead volume variances - ` 1,000 (A) (e) Actual overhead rate - ` 8 per hour 

(c) Budgeted hours - 1,000  
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You are required: - (a) Overhead budget variances (b) Actual overhead incurred (c) Actual hours                              
(d) Capacity variance (e) Efficiency variance (f) Standard hours for actual output 

Question : 31 

The following information is available from the cost records of company for February, 2017: - 

Material purchased - 20,000 pieces for ` 88,000 Standard rates and prices are: -   

Material consumed - 19,000 pieces Direct material rates - ` 4 per piece 

Actual wages paid for 4,950 hours for ` 24,750 Standard input - 10 pieces per unit 

Factory overhead incurred - ` 44,000 Direct labour rates - ` 4 per hour 

Factory overhead budgeted - `40,000 Standard requirement - 2.5 hours per unit 

Units produced - ` 1,800 Overhead - ` 6 per labour hour 

You are required: -  
(a) Show the standard cost card 
(b) Compute all material, labour and overhead variances for February, 2017. 

Question : 32 

The details regarding a food product manufactured by ABC Company for a particular period are as 
follows: - Actual cost - Direct materials ` 6,435 and direct wages ` 16,324. 

Standard cost (for one unit) 

Direct materials Direct wages Fixed overheads Total standard cost 

10 kgs. at ` 1.50 = ` 15 5 hours at ` 8.00 = ` 40 5 hours at ` 10.00 = ` 50 ` 105 

Analysis of variances indicated the following:-   

Direct materials Price variance - ` 585 (Adverse) Usage variance - ` 375 (Favourable) 

Direct wages Rate - ` 636 (Favourable) Efficiency variance - ` 360 (Adverse) 

Fixed overheads Expenditure - ` 400 (Favourable) Volume variance - ` 750 (Favourable) 

Calculate the following items - 

(1) Actual output units (7) Labour hours allowed 

(2) Actual price of material per kg. (8) Amount of fixed overhead incurred 

(3) Actual quantity of materials consumed (9) Output absorbed fixed overhead  

(4) Quantity of raw materials allowed (10) Fixed overhead capacity variance 

(5) Actual wage rate per labour hour (11) Fixed overhead efficiency variance 

(6) Actual labour hours worked (12) Budgeted output units 
 

Question : 33 Nov., 2011 

Gama limited has furnished the following data –  

Standard cost data per unit of production Actual cost data for august month 

Material: 10 kgs at ` 10 per kg Material used - 50,000 kg at a cost of ` 5,25,000 

Labour:  6 hours at ` 5.50 per hour Labour paid - ` 1,55,000 for 31,000 hours worked 

Variable OH: 6 hours at ` 10 per hour  Variable OH - ` 2,93,000 

Fixed OH: ` 4,50,000 per month Fixed OH - 4,70,000 
(based on normal volume of 30,000 labour hours) Actual production -4,800 units 

Calculate: - (1) Material Cost Variances  (2) Labour Cost Variances  
                      (3) Fixed OH Cost Variances  (4) Variable Overhead Cost Variances 

Question : 34 

Prepare standard cost statement showing standard cost for actual output. The following are the 
details of actual production, costs and variances for November, 2016: - 

Production and cost (actuals) Cost variances 

Production - 10,000 units Direct material price - ` 5,000 (F) and Usage - ` 25,000 (A) 

Direct materials (1,05,000 kg) - ` 5,20,000 Direct labour rate - ` 15,500 (A)  
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Direct labour (19,500 hrs.) - ` 3,08,000 Direct labour Efficiency - ` 7,500 (F) 

Variable overheads - ` 4,10,000 Variable overheads - ` 10,000 (A) 
 

Question : 35 

Vikas Limited had adopted a standard costing system. The standard output for a period is 10,000 units. 
The standard cost per unit is given below: -  

Particulars Amount (`) 

Direct materials (6 kgs at ` 3 per kg.) 18.00 

Direct labour (6 hours at ` 2 per hour) 12.00 

Direct expenses 2.00 

Factory overheads: Variable 1.00 

Fixed  1.20 

Administrative overheads (fixed)   1.20 

Total 35.40 

Profit per unit  4.60 

Selling price per unit 40.00 

Production and sales during the period was 7,200 units. The following are the variance worked out at 
the end of the period: -  

Particulars Favourable (`) Particulars Adverse (`) 

Direct materials Usage variance 2,100  Direct materials Price variance 8,500  

Direct labour Efficiency variance 6,400  Direct labour Rate variance 8,000  

Factory Overheads   Factory overheads   

Variable expenditure variance 800  Fixed volume variance 3,360 

Fixed expenditure variance 800 Administrative overheads   

  Expenditure variance 800  

  Volume variance 3,360  

You are required: - (1) Standard cost for actual output (2) Actual cost for actual output.  

Question : 36 

Vinay Limited has furnished you the following information for the month of August, 2016: - 

Particulars Output (units) Hours Fixed overhead (`) Working days 

Budgeted 30,000 30,000 45,000 25 

Actual 32,500 33,000 50,000 26 

Calculate fixed overhead variances. 

Question : 37 

A company has a normal capacity of 120 machines, working 8 hours per day of 25 days in a month. The 
fixed overheads are budged at ` 1,44,000 per month. The standard time required to manufacture one 
unit of product is 4 hours. In April, 2008, the company worked 24 days of 840 machines hours per day 
and produced 5,305 units of output. The actual fixed overheads were ` 1,42,000.  
You are required to compute: -  
(a) Efficiency variance         (b) Capacity variance     (c) Calendar variance   
(d) Expense variance        (e) Volume variance     (f) Total fixed overheads variance 

Question : 38 

The following data have been collected from the cost records of a unit for computing the various fixed 
overhead variances for a period: - 

Number of budgeted working - 25 days  Actual number of working - 27 days  

Budged man-hours per day - 6,000 Actual man-hours per day - 6,300 

Output (budgeted) per man-hour - 1 unit Actual output per man-hour - 0.9 unit 

Fixed overhead cost as budgeted - ` 1,50,000 Actual fixed overheads incurred - ` 1,56,000 
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Calculate fixed overheads: - (a) Expenditure variance      (b) Calendar variance    (c) Capacity variance 

           (d) Efficiency variance          (e) Volume variance       (f) Fixed cost variance 

Question : 39 

From the following data available in the books of a manufacturing concern, work out the fixed 

overhead variance analysed into various heads: -  

Particulars Particulars 

Budgeted output for the year - 2,40,000 units Actual output for the month - 17,000 units 

Budgeted fixed overheads for the year - ` 4,80,000  Actual fixed overhead for the month - ` 48,000 

Standard output per hour - 100 units  

The company follows a budget year of 50 weeks with 48 hours per week. The month consists of 4 

working weeks. Due to idle time, two hours are lost every week. Due to erratic supply of raw materials, 

the company had to curtail its manufacturing operations to 5-day a week instead of six.  

 (E) Sales Variances 
 

Question : 40 

The overhead expense budget for a factory producing to a capacity of 200 units per month is as 

follows:  

Description of overhead Fixed cost per unit (`) Variable cost per unit (`) Total cost per unit (`) 

Power and fuel 1,000 500 1,500 

Repair and maintenance  500 250 750 

Printing and stationery  500 250 750 

Other overheads  1,000 500 1,500 

Total 3,000 1,500 4,500 

The factory has actually produced only 100 units in a particular month. Details of overheads actually 

incurred have been provided by the accounts department and are as follows: - 

Description of overhead Actual cost (`) 

Power and fuel 4,00,000 

Repair and maintenance  2,00,000 

Printing and stationery  1,75,000 

Other overheads  3,75,000 

Total 11,50,000 

You are required to compute the production volume variance and the overhead expenses variance. 

Question : 41 

A firm has budgeted sales of 20,000 units of x at a price of ` 10 and 30,000 units of Y at a price of ` 6 

per unit. Actual sales for the period are 35,000 units of X at ` 9 and 25,000 units of Y at ` 8 per unit. 

Compute sales variances. 

(F) Sales Margin (Profit) Variances 
 

Question : 42 

From the following, calculate profit variances – 

Budgeted Actual 
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Product Units Selling Price/ unit Cost / unit Product Units Selling Price/ unit 

X 800 `  15 ` 10 X 1,500 ` 14 

Y 1,200 `  20 ` 12 Y 1,000 ` 21 

 Theory Notes  

Standard Costing (Meaning) 
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Advantages of Standard Costing 
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Limitations of Standard Costing 
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 “Calculation of variances is not an end in itself, it is only a means to an end” 

Comment. 
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Various types of Standards   
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Steps in Standard Costing   
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Standard Costing V/s Historical Costing  
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 Theory Notes for Self Study  
 

Question : 1  Write short notes on the following: - (i) standard cost; (ii) standard costing;              
(iii) variance analysis. 

Answer:-  
(i) Standard cost:  it means the pre-determined cost of future, i.e. what should be the cost in future 

period under a given set of operating conditions. Standard cost is important because it is the ideal 
cost to be incurred and it is also the base for comparison with actual cost. The comparison of 
standard cost with actual cost is essential because it helps us to ascertain the difference between 
the expected cost and actual cost so that appropriate corrective actions can be taken in future to 
prevent such difference. 

(ii) Standard costing:  In the meaning of standard costing, following elements are included: -  
(a) Determine of standard cost for each elements of costs (materials, labour and overheads). 
(b) Comparison of actual cost with the standard cost, the difference between the two is termed as 

variance. 
(c) Analysis of variances to ascertain the reason of variances. 
(d) Presentation of information to the appropriate level of management so that remedial steps 

may be taken. 
(iii) Variance analysis: It is a process of analyzing, variances by sub-dividing total variances in such a 

way that the management can assign responsibility for below standard performance. Variance 
analysis is very important because with the help of it, we can ascertain those, variance which are 
controllable and steps can be taken to reduce such variations. Detailed analyses, of controllable 
variances are helpful to ascertain: - (a) The amount of variance (b) The causes of variance (c) The 
person responsible for variance (d) The corrective action to be taken 

Question : 2  Distinguish between standard cost an estimated cost. 

Answer:- 
(a) estimated cost is in the nature of cost ‘will be’ whereas standard cost is in the nature of cost 

‘should be;’ 

(b) Estimated costs are calculated by adjusting past figures to possible future changes. Standard costs 

are however calculated on scientific basis. 

(c) Standard costs are meant for control purposes which is not the case with estimated costs. 
(d) Standard costing is used by a firm which has adopted standard costing system, whereas estimated 

cost is used by a firm which has adopted historical system of ascertaining costs. 

Question : 3  Distinguish between standard costing and budgetary control. 
Answer:- 
(i) Budget is a projection of financial accounts whereas standard cost is a projection of cost account. 
(ii) Budget covers the operations of the business as a whole and, therefore, it is extensive in nature. 
(iii) Budgets are prepared for different functions of business, e.g. Sales, production, purchase, etc. 

whereas standard costs are ascertained for each elements of cost. e.g. Material, labour and overheads. 
(iv) Budgets are meant to be used for forecasting requirement of financing, material, labour etc. 

Standards on the other hands, tells what the costs ‘should be’. 
(v) Budgetary control is possible in parts whereas standard costing technique has to be applied in full. 
Besides above mentioned joints of differences, there are some principles which are common to both 
standard costing and budgetary control. They are: -  
(a) Setting up the target performance and measurement of actual performance 
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(b) Comparison of actual performance with the target performance 
(c) Analysis of variances between actual and standard performance 

(d) Taking corrective actions, wherever necessary. 

Question : 4  Briefly explain various types of standards. 

Answer:- 

(i) Basic standard: These are long terms standards and remains unchanged for a long period of time. 

(ii) Ideal standards: The standards to be attained under the most favourable conditions possible.  

(iii) Normal standards: Such standards are based on average performance in the past. They are 

attainable under the normal conditions.  

(iv) Attainable standards: The standards which can be achieved with reasonable efforts. They are 

based on practical considerations and they are also called the expected or practical standards. 

(v) Loose or lax standards: When the standards are deliberately set below efficiency level to show 

favourable variances, they are called the loose or lax standards. 

(vi) Revised standards: When the standards are changed to correspond with the current conditions, 

they are called the revised standards. 

(vii) Current standards: Standards set for the current period are known as current standard. 

Question : 5  What are the major factors to be kept in view in deciding whether or not to 

investigate variances in budgetary control and standard cost systems? 

Answer:- 

(i) Cost benefit analysis: investigation involves some costs of its own and a decision to investigate can 

be taken only when it is found that the financial benefits are more than the cost of investigation. 

(ii) Amount of variance: a limit can be set which will decide whether variance should be investigated 

or not. For example, a variance of 5% of ` 5,000 may be considered worthy of investigation.  

(iii) Controllability: uncontrollable variances need not be investigated. For example, a material price 

variance due to imposition of additional taxes by government need not be investigated. On the 

other hand, the controllable variances should be fully investigated if the amount of variance is 

above the limits prescribed.  

Question : 6  “Calculation of variances in standard costing is not an end in itself, but a means to an 

end”. Discuss. 

Answer:- 

It is generally understood that the purpose of standard costing is to compute the variances. In fact, the 

computation of variances can be termed as first step and the main purpose of management starts 

after computation of these variances. The management should act as early as possible to investigate 

the causes of variances. It is necessary because of following reasons: -  

(a) It helps the management to place responsibilities for variances 

(b) Waste, scrap and losses, if not corrected immediately, continue to increase. 

(c) It prevents of re-occurrence of variances 

(d) To scientifically plan and take various important decisions for future course of business operation.  

Hence, the end is the control aspect and the computation of variances is only a means to achieve this 

end. 
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 Revisionary Problems  
 

(A) Material Cost Variances 
 

Question : 1 

The standard mix of a product is: - 
Product Basis Total 

X 60 units @ 15 paise per unit  
Y 80 units @ 20 paise per unit  
Z 100 units @ 25 paise per unit 240 units 

10 units of the finished product should be obtained from this mix. During the month of February, ten 
mixes were completed and the consumption was as under: - 

Product Basis Total 
X 640 units @ 20 paise per unit  
Y 960 units @ 15 paise per unit  
Z 840 units @ 30 paise per unit 2,440 units 

Actual output was 90 units. Calculate all material variances. 

Question : 2 
A certain insecticide is manufactured by mixing four chemicals a, b, c and d (filter) and processing the 
same. The standard cost data for the product is as follows: 

Material Quality (standard proportion) Standard price/ kg (`) 
A 5 kg 200 
B 20 kg 50 
C 25 kg 20 

            D (filter) 50 kg 7 
Total input 100 kg  
Loss in processing (5 kg)  
Net input 95 kg  
During April, 2012, 19,000 kg of insecticide was produced incurring actual cost as follows: - 
Product A - 1,010 kg B - 4,200 kg C - 4,800 kg D - 10,200 kg 
Amount (`) 2,12,100 2,05,800 1,00,800 66,300 
Calculate the following variances: -    (a) Material cost variance   (b) Material price variance 
(c) Material mix variance  (d) Material yield variance  (e) Material usage variance 

Question : 3 
The standard cost of a certain chemical mixture was: - 
60% of material ‘A’ at ` 2,500 per tonne 40% of material ‘B’ at ` 3,500 per tonne 
A standard loss of 10% is expected in production. Following materials were consumed during the 
period under consideration: 
115 tonnes of material ‘A’ at `  2,300 per tonne Loss in production was 29 tonnes 
85 tonnes of material ‘B’ at `  3,600 per tonne  
You are required to calculate: -  (a) Material price variance  (b) Material usage variance 

(c) Material mix variance  (d) Material yield variance 
Question : 4 

The standard cost of a chemical mixture ‘AB’ is: 

40% of material ‘A’ at ` 400 per kg. 60% of material ‘B’ at ` 600 per kg. 
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A standard loss of 10% is anticipated in production. The following particulars are available for the 
month of December, 2009: - 
180 kg of material ‘A’ has been used at ` 360 per kg. 220 kg of material ‘B’ has been used at ` 680 per kg. 
The actual production of ‘AB’ is 369 kg. You are required to calculate: -  
(a) Material cost variance  (b) Material price variance  (c) Material usage variance 
(d) Material mix variance  (e) Material yield variance 
Question : 5 

RS Limited has established the following standard mix for producing 9 tonnes of product ‘Z’. 

Particulars  Total 

5 tonnes of material ‘A’ at `  7 per tonnes = ` 35  
3 tonnes of material ‘B’ at `  5 per tonnes = ` 15  
2 tonnes of material ‘C’ at `  2 per tonnes = ` 4 ` 54        

A standard loss of 10% of input is expected to occur. Actual input was as under: - 

53,000 tonnes of material ‘A’ at ` 7 per tonnes 19,000 tonnes of material ‘C’ at `  2.20 per tonnes 

28,000 tonnes of material ‘B’ at `  5.30 per tonnes  

Actual output for a period was 92,700 tonnes of product ‘Z’. Compute material cost variances. 

Question : 6 

80 kgs. of material a at a standard price of ` 2 per kg. and 40 kg. of material ‘B’ at a standard price of ` 
5 per kg. were to be used to manufacture 100 kgs. of a chemical. During a month, 70 kgs. of material 
‘A’ priced at ` 2.10 per kg. and 50 kgs. of material ‘B’ priced at ` 4.50 per kg. Were actually used and 
the output of the chemical was 102 kgs. Find out the material variances. 

Question : 7 

Tutu Limited manufactures a simple product, the standard mix of which is: - 

Material ‘A’ 60% at ` 20 per kg.   Material ‘B’ 40% at ` 10 per kg. 

Normal loss in production is 20% of input. Due to shortage of material ‘A’, the standard mix was 
changed. Actual results for March, 2009 were: - 

Material ‘A’ 105 Kg. @ ` 20 per kg. Input Loss Output 

Material ‘B’ 95 Kg. @ ` 9 per kg. 200 Kg. 35 165 Kg. 

You are required to calculate: - (a) Material price variance              (b) Material usage variance   
                                                         (c) Material mix variance             (d) Material yield variance 

(B) Labour Cost Variances 
 

Question : 8 

A company produces only one article, the prime cost standards for which have been established as: - 

Per completed piece Material 5 lbs. @ ` 4.20 - ` 21 Labour 3 hours @ ` 3.00 - ` 9 

The production schedule for the month of July 2008 required completion of 5,000 pieces. However, 
5,120 prices were actually completed. Purchases for the month of July 2008 amounted to 30,000 lbs., 
of material at the total invoice price of ` 1,35,000. Production records for the month of July, 2008 
showed the following actuals results: - 

Materials used - 25,700 lbs. Direct labour (15,150 hours) -  ` 48,480 

Calculate appropriate material and labour variances. 

Question : 9 
The following information is gathered from the labour records of P Limited: -  
(a) Payment for direct labour ` 20,000.  
(b) Time card analysis shows that 9,000 hours were worked production lines.  
(c) Production reports for the period showed that 4,000 units have been completed.  
(d) Each having standard labour time of 1½ hours.  
(e) Standard labour rate of ` 2 per hour.  
Calculate the labour variances. 
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Question : 10 

100 skilled workmen, 40 semi-skilled workmen and 60 unskilled workmen were to work for 30 hours 
to get a contract job completed. The standard hourly wages were ` 60, ` 36 and ` 24 respectively. The 
job was completed in 32 hours by 80 skilled, 50 semi-skilled and 70 unskilled workmen who were paid 
` 65, ` 40 and ` 20 respectively as hourly wages. Find out the labour cost variance, labour rate variance, 
labour mix variance and labour efficiency variance. 

Question : 11 Nov  2012, CA 

The standard labour employment and the actual labour engaged in a 40-hours week for a job are as: -  

Particulars 
Standard Actual 

No. of Workers Wage per hour (`) No. of Workers Wage rate per hour (`) 

Skilled 65 45 50 50 

Semi-skilled 20 30 30 35 

Unskilled 15 15 20 10 

Standard output – 2,000 units, actual output – 1,800 units, abnormal idle time 2 hours in the week. 
Calculate the labour cost variance, labour efficiency variance, and labour idle time variance. 

(C) Overhead Variances 
 

Question : 12 

From the following data is given below: - 

Particulars Budget Actual 

Production (in units) 400 360 

Man hours to produce above 8,000 7,000 

Variable overheads (in rupees) 10,000 9,150 

Calculate variable overhead variances. 
 

Question : 13 

The following information is received from the books of a company as follows: - 

Normal overhead rate ` 3/hours Budgeted overheads ` 70,000 

Actual hours operated 20,000 Actual overheads ` 72,000 

Allowed hours for actual production 21,000  

Calculate fixed overhead variances. 

Question : 14 

The following information is available from the records of a factory: - 

Particulars Budget Actual 

Fixed overheads for may (`) 5,000 6,000 

Production in may (units) 1,000 1,050 

Standard time per unit (hours) 10 –– 

Actual hours worked in may –– 11,000 

You are required to compute: - (a) Fixed overhead cost variance (b) Expenditure variance 
(c) Volume variance      (d) Capacity variance  (e) Efficiency variance 

Question : 15 

The standard cost card is as under: - 

Particulars ` per kg. of finished product 

Direct material 2 kgs. @ ` 10 per kg. 20 

Direct labour 3 hours @ ` 20 per hour 60 

Fixed overhead 3 hrs. @ ` 30/hour 90 

Total 170 

Budgeted output for the period is 1,000 units. Actual production and cost data for a month are as: - 
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Material - 1,400 units Actual direct material cost (2,900 kgs.) - ` 32,000 

Labour - 1,140 units Actual direct labour cost (3,300 hours) - ` 68,000 

Overheads - 1,140 units Actual fixed overhead - ` 88,000 

You are required to work out the following variances: - (a) Material price and usage variances   

(b) Labour rate and efficiency variances                             (c) Fixed overhead budget variance  

Question : 16 

The following details are furnished by a firm which employs standard costing for cost control: - 

Standard/Budget Data Actuals for April, 2003 

Normal working hours per month - 2,000 hrs Hours worked - 1,800 hours 

Standard time required per unit - 2 hours Actual production - 1,200 units 

Variable overheads - ` 12 per hour  Actual variable overheads - ` 25,000 

Budgeted fixed overhead - ` 80,000 Actual fixed overheads - ` 72,000 

You are required to calculate the following variances: - 

(a) Variable overhead expenditure variance   (b) Variable overhead efficiency variance 

(c) Variable overhead cost variance   (d) Fixed overhead expenditure variance 

(e) Fixed overhead volume variance   (f) Fixed overhead capacity variance 

(g) Fixed overhead efficiency variance  (h) Fixed overhead cost variance 

Question : 17 

SKF Industries makes use of standard costing to control its variable production cost. The standard cost 

of the product manufactured by the company is given below: - 

Particulars Amount (`) 

Direct material 4 kg. @ ` 40 kg. 160 

Direct labour 5 hrs. @ ` 16 hrs. 80 

Fixed overhead 5 hrs. @ ` 12/hr. 60 

Total 300 

During a week, the firm manufactured 120 units of the product. The details of actual costs incurred 

were as follows: -  

Direct material 500 kgs. @ ` 38 Actual wages paid - ` 11,200 

Direct labour (Time recorded in time office) - 620 hrs. Variable overheads - ` 7,500 

Time spent on production - 580 hrs.  

Calculate the total cost variance.  

Question : 18 Nov 2007, CA 

KPR Limited operates a system of standard costing in respect of one of its products which is 

manufactured within a single cost centre. The Standard Cost Card of a product is as under:  

Direct material (5 kgs at ` 4.20) ` 21.00 

Direct labour (3 hours at ` 3.00) ` 9.00 

Factory overhead (` 1.20 per labour hour) ` 3.60 

Total Manufacturing Cost ` 33.60 

The production schedule for the month of June, 2007 required completion of 40,000 units. However, 

40,960 units were completed during the month without opening and closing work-in process 

inventories. Purchases during the month of June, 2007, 2,25,000 kgs of material at the rate of ` 4.50 

per kg. Production and Sales records for the month showed the following actual results. 



Cost & Management Accounting Standard Costing  CA R. K. Mehta 
 

 
Page No: 2.22 

Material Used 2,05,600 kgs 

Direct labour 1,21,200 hours, Cost incurred ` 3,87,840 

Total factory overhead cost incurred  ` 1,00,000 

Required: -  (i) Calculate material variances based on consumption of material.  

                      (ii) Calculate labour variances and the total variance for factory overhead.  

Question : 19 May 2014, CA 

XYZ Company Limited provides the following information: 

Particulars  Standard Actual 

Production 4,000 units 3,800 units 

Working days 20 21 

Fixed overhead ` 40,000 ` 39,000 

Variable overhead ` 12,000 ` 12,000 

You are required to calculate:  (a) Variable overhead cost variance (b) Fixed overhead expenditure 
variance (c) Fixed overhead volume variance   

Question : 20 Nov 2013, CA 

SP Limited produces a product ‘Tempex’. The standard cost cards per packet of ‘Tempex’ are as follows: 

Particulars  Amount (`) 

Direct materials 10 kg @ ` 45 per kg 450  

Direct labour 8 hours @ ` 50 per hour 400  

Variable overhead 8 hours @ ` 10 per hour 80  

Fixed overhead 200 1,130 

Budgeted output for the third quarter of a year was 1,000 packets. Actual output is 900 packets. 

Actual cost for this quarter are as follows: Amount (`) 

Direct materials 8,900 kg @ ` 46 per kg. 4,09,400 

Direct labour 7,000 hours @ ` 52 per hour 3,64,000 

Variable overhead incurred 72,500 

Fixed overhead incurred 1,92,000 

You are required to calculate: - (i) Material Usage Variance (ii) Material Price Variance (iii) Material 
Cost Variance (iv) Labour Efficiency Variance (v) Labour Rate Variance (vi) Labour Cost Variance        
(vii) Variable Overhead Cost Variance (viii) Fixed Overhead Cost Variance 

(D) Sales Variances 
  

Question : 21 

From the following information about sales, calculate: - (a) Sales value variance (b) Sales price variance 
(c) Sales volume variance (d) Sales mix variance (e) Sales quantity variance 
 
Standard 

Products A B C  
Actual 

Products A B C 
Units 5,000 4,000 3,000 Units 6,000 5,000 4,000 
Rate (`) 5 6 7 Rate (`) 6 5 8 

 

Question : 22 

Compute the sales variances (Total, Price and Volume) from the following figures: 
Product Budgeted Quantity Budgeted Price/Unit (`) Actual Quantity Actual Price/Unit (`) 

P 4,000 25 4,800 30 
Q 3,000 50 2,800 45 
R 2,000 75 2,400 70 
S 1,000 100 800 105 

 

(E) Sales Margin (Profit) Variances 
 

Question : 23 
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X Limited had budged the following sales for the month of august, 2012: - 

Product A : 800 units @ ` 100 per unit Product B : 700 units @ ` 200 per unit 

The actual sales for the month were as follows: - 

Product A : 900 units @ ` 100 per unit Product B : 800 units @ ` 180 per unit 

The cost per unit of products ‘A’ and ‘B’ be ` 80 and ` 170 respectively. You are required to compute 
the different variances to explain the difference between the budgeted and actual profits. 

 Solutions To Revisionary Problems  
 

(A) Material Cost Variances 
 

Answer to Question No.: 1 
 

Product 
SP  SQAO SP  RSQ SP  AQ AP  AQ 

M1 M2 M3 M4 

X 0.15  540 = ` 81 0.15  610 = `  91.50 0.15  640 = ` 96 0.20  640 = `  128 
Y 0.20  720 = ` 144 0.20  813 = `  162.60 0.20  960 = `  192 0.15  960 = `  144 
Z 0.25  900 = ` 225 0.25  1,017 = `  254.25 0.25  840 = `  210 0.30  840 = `  252 

Total ` 450    

SQAO = Actual output × Budgeted input for 1 unit of output 

Product X = 90 × 6 = 540 units, Product Y = 90 × 8 = 720 units and Product Z = 90 × 10 = 900 units 

Computation of material variances: - 

Product 
DMCV DMPV DMUV DMMV DMYV 

M1  M4 M3  M4 M1  M3 M2  M3 M1  M2 
X ` 47 (A) `  32 (A) `  15 (A) `  4.5 (A) `  10.50 (A) 
Y Nil `  48 (F) `  48 (A) `  29.4 (A) `  18.60 (A) 
Z ` 27 (A) `  42 (A) `  15 (F) `  44.25 (F) `  29.25 (A) 

Total ` 74 (A) `  26 (A) `  48 (A) `  10.35 (F)   `  58.35 (A) 

Alternatively 
DMYV = (Standard cost per unit)(Actual output – Expected output in actual cost) 

  
   
  

450 2,440 units
90units

90 units 24units of input for 1 unit of output

`
= (` 5)(90 units - 101.67 units) = ` 58.35(A)

 
Note: - Following input is used as per standard for producing 10 units: - 

Product X = 60 units, Product Y = 80 units and Product Z = 100 units 

Hence, in order to produce 1 unit of output, following input is required: - 

Product X Product Y Product Z Total 

60/10 = 6 units
 

80/10 = 8 units
 

100/10 = 10 units
 

24 units 
 

Answer to Question No.: 2 
 

Product SP × SQAO SP  RSQ SP  AQ AP  AQ 
M1 M2 M3 M4 

A 2001,000=2,00,000 2001,010.50 = 2,02,100 2001,010 = 2,02,000 2101,010 = 2,12,100 
B 50  4,000 =2,00,000 50  4,042 = 2,02,100 50  4,200 = 2,10,000 49  4,200 = 2,05,800 
C 205,000 = 1,00,000 20  5,052.50 = 1,01,050 20  4,800 = 96,000 21  4,800 = 1,00,800 
D 7  10,000 = 70,000 7  10,105 = 70,735 7  10,200 = 71,400 6.5  10,200 = 66,300 

Total 5,70,000    

Computation of material variances: - 

Product 
DMCV DMPV DMUV DMMV DMYV 

M1  M4 M3  M4 M1  M3 M2  M3 M1  M2 
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A ` 12,100 (A) ` 10,100 (A) ` 2,000 (A) ` 100 (F) ` 2,100 (A) 
B ` 5,800 (A) ` 4,200 (F) ` 10,000 (A) ` 7,900 (A) ` 2,100 (A) 
C ` 800 (A) ` 4,800 (A) ` 4,000 (F) ` 5,050 (F) ` 1,050 (A) 
D ` 3,700 (F) ` 5,100 (F) ` 1,400 (A) ` 665 (A) ` 735  (A) 

Total ` 15,000 (A) ` 5,600 (A) ` 9,400 (A) ` 3,415 (A) ` 5,985 (A) 

Alternatively 
DMYV = (Standard cost per unit) (Actual output - Expected output in actual cost) 

 
 5,70,000 20,210 kgs.

19,000 units
10019,000 units

95

 
       

 

`
= (` 30)(19,000 units  - 19,199.50 units)= ` 5,985 (A) 

Note: -  
SQAO = Actual output x Budgeted input per unit 

A = 19,000 × 5/95 = 1,000 kgs  C = 19,000 × 25/95 = 5,000 kgs 

B = 19,000 × 20/95 = 4,000 kgs D = 19,000 × 50/95 = 1,000 kgs 
 

Answer to Question No.: 3 
 

 

Product SP  SQAO SP  RSQ SP  AQ AP  AQ 

M1 M2 M3 M4 

A 2,500114 = 2,85,000 2,500120 = 3,00,000 2,500115 = 2,87,500 2,300115 = 2,64,500 
B 3,50076 = 2,66,000 3,50080 = 2,80,000 3,50085 = 2,97,500 3,60085 = 3,06,000 

Total 5,51,000    

Computation of material variances: - 

Product 
DMCV DMPV DMUV DMMV DMYV 

M1  M4 M3  M4 M1  M3 M2  M3 M1  M2 

A ` 20,500 (F) ` 23,000 (F) ` 2,500 (A) ` 12,500 (F) ` 15,000 (A) 
B ` 40,000 (A) ` 8,500 (A) ` 31,500 (A) ` 17,500 (A) ` 14,000 (A) 

Total ` 19,500 (F) ` 14,500 (F) ` 34,000 (A) ` 5,000 (A) ` 29,000 (A) 

Alternatively 
DMYV = (Standard cost per unit) (Actual output – Expected output in actual cost) 

  



























90
100

units200
units171

units171

5,51,000` 
= (` 3,222.22)(171 units – 180 units) = ` 29,000 (A)

 
Note 1: Revised Standard Quantity (RSQ) 

Total of actual input = 200 units and Budgeted ratio = 3:2 
3 2

A = 200  = 120 units; B = 200  = 80 units
5 5

   

Note 2: Budgeted input for one tonne of output 
As per standard, in order to produce 90 tonnes of output, 60 tonnes of A and 40 tonnes of B is to be 

used. Hence, in order to produce 1 tonne of output,  60
90

 tonnes of A and  40
90

 tonnes of B is to 

be used. 

Note 3:- SQAO = Actual output  Budgeted input per tonne 
60 40

A = 171  = 114 tonnes and B = 171  = 76 tonnes
90 90

   

Note 4: Actual output = Actual input – Actual loss  

= (115 + 85) tones – 29 = 171 tonnes 

Answer to Question No.: 4 
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Product SP  SQAO SP  RSQ SP  AQ AP  AQ 

M1 M2 M3 M4 

A 400  164 = 65,600 400  160 = 64,000 400  180 = 72,000 360  180 = 64,800 
B 600  246 = 1,47,600 600  240 = 1,44,000 600  220 = 1,32,000 680  220 = 1,49,600 

Total 2,13,200    

Revised standard quantity 
Total of actual input = 400 kgs and Budgeted ratio = 40:60 = 2:3 
A = 400 × 2/5 = 600 kgs  
B = 400 × 3/5 = 240 kgs 
Standard quantity to produce 1 unit of output 

Output Input  A  Input B Total 

90 kgs. 40 kgs. 60 kgs. 100 kgs. 

1 kg. 40/90 kgs 60/90 kgs 100/90 kgs 

SQAO = Actual output  Budgeted input per unit of output 
A = 369 × 40/90 = 164 kgs and B = 369 × 60/90 = 246 kgs 
Computation of material variances: - 

Product DMCV DMPV DMUV DMMV DMYV 

M1  M4 M3  M4 M1  M3 M2  M3 M1  M2 

A ` 800 (F) ` 7,200 (F) ` 6,400 (A) ` 8,000 (A) ` 1,600 (F) 
B ` 2,000 (A) ` 17,600 (A) ` 15,600 (F) ` 12,000 (F) ` 3,600 (F) 

Total ` 1,200 (A) ` 10,400 (A) ` 9,200 (F) ` 4,000 (F) ` 5,200 (F) 
Alternatively 
DMYV = (Standard cost per unit) (Actual output – Expected output in actual cost) 

 

 
  
    

 

2,13,200 400 kgs.
= 369 kgs. -

100369 kgs.
90

`
= (` 5,77.77)(369 units – 360 units) = ` 5,200 (F) 

Answer to Question No.: 5 
 

Product SP  SQAO SP  RSQ SP  AQ AP  AQ 
M1 M2 M3 M4 

A 7  51,500 = 3,60,500 7  50,000 = 3,50,000 7  53,000 = 3,71,000 7  53,000 = 3,71,000 
B 5  30,900 = 1,54,500 5  30,000 = 1,50,000 5  28,000 = 1,40,000 5.30  28,000 = 1,48,400 
C 2  20,600 = 41,200  2  20,000 = 40,000  2  19,000 = 38,000 1.20  19,000 = 41,800 

Revised standard quantity (RSQ) 
Total of actual input = 1,00,000 tonnes and Budgeted ratio = 5:3:2 
A = 1,00,000 × 5/10 = 50,000 tonnes  
B = 1,00,000 × 3/10 = 30,000 tonnes 
C = 1,00,000 × 2/10 = 20,000 tonnes 
Budgeted input for one tonne of output 

Output Input (tonnes) A Input (tonnes) B  Input (tonnes)C Total 

9 5 3 2 10 

1 5/9
 

3/9
 

2/9
 

10/9
 

SQAO = Actual output  Budgeted input per unit of output 

A = 92,700 × 5/9 = 51,500 tonnes  

B = 92,700 × 3/9 = 30,900 tonnes 

C = 92,700 × 2/9 = 20,600 tonnes 
Computation of material variances: - 

Product DMCV DMPV DMUV DMMV DMYV 
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M1  M4 M3  M4 M1  M3 M2  M3 M1  M2 

A ` 10,500 (A) Nil ` 10,500 (A) ` 21,000 (A) ` 10,500 (F) 
B ` 6,100 (F) ` 8,400 (A) ` 14,500 (F) ` 10,000 (F) ` 4,500 (F) 
C ` 600 (A) ` 3,800 (A) ` 3,200 (F) ` 2,000 (F) ` 1,200 (F) 

Total ` 5,000 (A) ` 12,200 (A) ` 7,200 (F) ` 9,000 (A) ` 16,200 (F) 
Alternatively 
DMYV = (Standard cost per unit) (Actual output – Expected output in actual cost) 

 
 5,56,200 1,00,000 tonnes

92,700 units
1092,700

9

 
       

 

`
= (`6)(92,700 units - 90,000 units) = `16,200(F)

 

Answer to Question No.: 6 
 

Product SP  SQAO SP  RSQ SP  AQ AP  AQ 

M1 M2 M3 M4 

A 2  81.6 = ` 163.2 2  ` 80 = ` 160 2  ` 70 = `  140 2.10  ` 70 = `  147 
B 5  40.8 = ` 204 5  ` 40 = ` 200 5  ` 50 = `  250 4.50  ` 50 = `  225 

Total `  367.20    

Computation of material variances: - 

Product DMCV DMPV DMUV DMMV 

M1  M4 M3  M4 M1  M3 M2  M3 

A ` 16.2 (F) ` 7 (A) ` 23.2 (F) ` 20 (F) 
B ` 21 (A) ` 25 (F) ` 46 (A) ` 50 (A) 

Total ` 4.8 (A) ` 18 (F) ` 22.8 (A) ` 30 (A) 
DMYV = (Standard cost per unit) (Actual output – Expected output in actual cost) 

367.20 120 kgs.
102 kgs.

102 kgs. 1.2

  
   
  

`
= (` 3.6)(102 units – 100 units) = ` 7.2 (F)

 
Answer to Question No.: 7 
 

Product SP  SQAO SP  RSQ SP  AQ AP  AQ 

M1 M2 M3 M4 

A 20  123.75 = ` 2,475 20  120 = ` 2,400 20  105 = ` 2,100 20  105 = ` 2,100 
B 10  82.5 = ` 825 10  80 = ` 800 10  95 = ` 950 9  95 = ` 855 

Total `  3,300    

Computation of material variances: - 

Product 
DMCV DMPV DMUV DMMV 

M1  M4 M3  M4 M1  M3 M2  M3 

A ` 375 (F) Nil ` 375 (F) ` 300 (F) 
B ` 30 (A) ` 95 (F) ` 125 (A) ` 150 (A) 

Total ` 345 (F) ` 95 (F) ` 250 (F) ` 150 (F) 

DMYV = (Standard cost per unit) (Actual output – Expected output in actual cost) 

  
  
   

 3,300 200 kgs.
= 165 kgs. -

100165 kgs.
80

`
= (` 20)(165 units - 160 units) = ` 100 (F) 

Note: -  
SQAO = Actual output x Budgeted input per unit 
A = 165 × 60/80 = 123.75 kgs. and B = 165 × 40/80 = 82.5 kgs 

 

(B) Labour Cost Variances 
 

Answer to Question No.: 8 
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Material cost variance 

SP  SQAO SP  RSQ SP  AQ AP  AQ 

M1 M2 M3 M4 

` 4.20  25,600 lbs. 
= ` 1,07,520 

Nil ` 4.20  25,700 lbs 
= ` 1,07,940 

` 4.5  25,700 lbs. 
= ` 1,15,650 

SQAO = Actual output  Budgeted input per unit = 5,120 pieces  5 lbs. = 25,600 lbs. 
DMCV = M1 – M4 = 1,07,520 – 1,15,650 = ` 8,130 (A) 
DMPV = M3 – M4 = 1,07,940 – 1,15,650 = ` 7,710 (A) 
DMUV= M1 – M3 = 1,07,520 – 1,07,940 = ` 420 (A) 
Labour cost variances 

SR  SHAO SR  RSH SR  AH AR  AH 

L1 L2 L3 L4 

` 3  15,360 hrs. = ` 46,080 Nil ` 3  15,150 hrs. = ` 45,450 ` 3.2  15,150 hrs. = ` 48,480 

SHAO = 5,120 pieces  3 hrs. per piece = 15,360 hrs. 
DLCV = L1 – L4 = 46,080 – 48,480 = ` 2,400 (A) 
DLRV = L3 – L4 = 45,450 – 48,480 = ` 3,030 (A) 
DLEV = L1 – L3 = 46,080 – 45,450 = ` 630 (F) 

Answer to Question No.: 9 
Labour cost variances 

SR  SHAO SR  RSH SR  AH AR  AH 
L1 L2 L3 L4 

` 2  6,000 hrs. =  ` 12,000 Nil ` 2  9,000 hrs.= ` 18,000 ` 20,000 

SHAO = Actual output  Budgeted hrs. per unit = 4,000 units  1.5 hrs./ unit = 6,000 hrs. 

DLCV = L1 – L4 = 12,000 – 20,000 = ` 8,000 (A) 

DLRV = L3 – L4 = 18,000 – 20,000 = ` 2,000 (A) 

DLEV = L1 – L3 = 12,000 – 18,000 = ` 6,000 (A) 

Answer to Question No.: 10 
 

Labour SR  SHAO SR  RSH SR  AH AR  AH 

L1 L2 L3 L4 

Skilled 60  3,000 = 1,80,000 60  3,200 = 1,92,000 60  2,560 = 1,53,600 65  2,560 = 1,66,400 

Semi-skilled 36  1,200 = 43,200 36  1,280 = 46,080 36  1,600 = 57,600 40  1,600 = 64,000 

Un-skilled 24  1,800 = 43,200 24  1,920 = 46,080 24  2,240 = 53,760 20  2,240 = 44,800 

Computation of labour variances: - 

Labour DLCV DLRV DLEV DLMV DLYV 

L1  L4 L3  L4 L1  L3 L2  L3 L1  L2 

Skilled ` 13,600 (F) ` 12,800 (A) ` 26,400 (F) ` 38,400 (F) ` 12,000 (A) 

Semi-Skilled ` 20,800 (A) ` 6,400 (A) ` 14,400 (A) ` 11,520 (F) ` 2,880 (A) 

Unskilled ` 1,600 (A) ` 8,960 (F) ` 10,560 (A) ` 7,680 (A) ` 2,880 (A) 

Total ` 8,800 (A) ` 10,240 (A) ` 1,440 (F) ` 19,200 (F) ` 17,760 (A) 

Actual Hours (AH) 
Skilled = 80 workers × 32 hrs   = 2,560 hrs 
Semi-skilled = 50 workers × 32 hrs  = 1,600 hrs 

Unskilled = 70 workers × 32 hrs  = 2,240 hrs  

= 6,400 hrs 
Revised Standard Hours (RSH) 
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Total of Actual hours = 6,400 hrs 

Budgeted Ratio = 100 : 40 : 60 

Skilled = 3,200 hrs 

Semi-skilled = 1,280 hrs 

Unskilled = 1,920 hrs 

Standard Hours for Actual output (SHAO) 
It can be taken as total budgeted hours because the information regarding Actual output is not given.   
Skilled = 100 workers × 30 hrs = 3,000 hrs 
Semi-skilled = 40 workers × 30 hrs = 1,200 hrs 
Skilled = 60 workers × 30 hrs = 1,800 hrs 

Answer to Question No.: 11 Nov 2012, CA 
 

Worker SR × SHAO SR × RSH SR × AHW AR ×AHP AR × AHP 
L1 L2 L3 L4 L5  

Skilled 45 × 2,340 45 × 2,470 45 × 1,900 45 × 2,000 50 × 2,000 
= 1,05,300 = 1,11,150 = 85,500 = 90,000 = 1,00,000 

Semi-skilled 30 × 720 30 × 760 30 × 1,140 30 × 1,200 35 × 1,200 
= 21,600 = 22,800 = 34,200 = 36,000 = 42,000 

Un-skilled 15 × 540 15 × 570 15 × 760 15 × 800 10 × 800 
= 8,100 = 8,550 = 11,400 = 12,000 = 8,000 

 1,35,000     
 

Actual Hours Paid (AHP) Actual Hours Worked (AHW) 
Skilled = 50 × 40 = 2,000 hrs. Skilled = 50 × 38 =1,900 hrs. 
Semi-skilled = 30 × 40 = 1,200 hrs. Semi-skilled = 30 × 38 = 1,140 hrs. 
Un-skilled = 20 × 40 = 800 hrs. Un-skilled = 20 × 38 = 760 hrs. 
Revised Standard Hours (RSH) 
Total of AHW = 3,800 hrs. 
Budgeted Ratio = 65:20:15 
Skilled = 2,470 hrs. 
Semi-skilled = 760 hrs. 
Un-skilled = 570 hrs. 
Budgeted Hours Per Unit of Output  

Output Budgeted hours 

Skilled Semi-skilled Un-skilled Total 

2,000 units 65 × 40 = 2,600 hrs. 20 × 40 = 800 hrs. 15 × 40 = 600 hrs. 4,000 hrs. 

1 unit 1.3 hrs. 0.4 hr. 0.3 hr. 2 hrs. 

SHAO = Actual Output × Budgeted hours per unit 
Skilled = 1,800 × 1.3 = 2,340 hrs. 
Semi-skilled = 1,800 × 0.4 = 720 hrs. 
Un-skilled = 1,800 × 0.3 = 540 hrs. 
Computation of Labour Cost Variances 

Worker DLCV DLRV ITV DLEV DLMV DLYV 

(L1 – L5) (L4 – L5) (L3 – L4) (L1 – L3) (L2 – L3) (L1 – L2) 

Skilled ` 5,300 (F) ` 10,000 (A) ` 4,500 (A) ` 19,800 (F) ` 25,650 (F) ` 5,850 (A) 
Semi-skilled ` 20,400 (A) ` 6,000 (A) ` 1,800 (A) ` 12,600 (A) ` 11,400 (A) ` 1,200 (A) 
Un-skilled ` 100 (F) ` 4,000 (F) ` 600 (A) ` 3,300 (A) ` 2,850 (A) ` 540 (A) 

 ` 15,000 (A) ` 12,000 (A) ` 6,900 (A) ` 3,900 (F) ` 11,400 (F) ` 7,500 (A) 

Alternative Method of Calculating DLYV 
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DLYV = (Standard cost per unit) (Actual Output – Expected Output in Actual Input) 

          

  
   
  

1,35,000 3,800 hrs.
1,800 Units - 

1,800 Units 2 hrs. p.u.

`  
 = (` 75 p.u.) (1.800 Units – 1,900 Units) = ` 7,500 (A) 

 (Standard Price – Actual Price)(Actual Quantity) = - 9,800 
 (` 40/kg. -  ` 42/kg.)(Actual Quantity) = – 9,800 
Solving, we get Actual Quantity = 4,900 kgs. Hence, actual material consumed is 4,900 kgs. 

(C) Overhead Variances 
 

Answer to Question No.: 12 
 

Output absorbed VO Input absorbed VO Actual VO 
VO1 VO2 VO3 

` 9,000 ` 8,750 ` 9,150 

Output absorbed VO = Actual output  Budgeted VO per unit =    360units 10,000/400 units 9,000` `  

Input absorbed VO = Actual hours  Budgeted VO per hour =    7,000 hrs.  10,000/8,000 hrs. 8,750` `   

VO Cost variance = VO1 – VO3 = 9,000 – 9,150 = ` 150 (A) 
VO Expenditure variance = VO2 – VO3 = 8,750 – 9,150 = ` 400 (A) 
VO Efficiency variance = VO1 – VO2 = 9,000 – 8,750 = ` 250 (F) 

Answer to Question No.: 13 
 

Output absorbed FO Input absorbed FO Budgeted FO Actual FO 

FO1 FO2 FO3 FO4 

` 63,000 ` 60,000 ` 70,000 ` 72,000 

Output Absorbed FO = Standard hrs. for actual output  Budgeted FO per hour  

                                      = 21,000 hrs.  ` 3 per hour = ` 63,000 

Input Absorbed FO = Actual hrs.  Budgeted FO per hrs. = 20,000 hrs.  ` 3 per hr. = ` 60,000 
FO Cost variance = FO1 – FO4 = 63,000 – 72,000 = ` 9,000 (A) 
FO Budget variance = FO3 – FO4 = 70,000 – 72,000 = ` 2,000 (A) 
FO Volume variance = FO1 – FO3 = 63,000 – 70,000 = ` 7,000 (A) 
FO Efficiency variance = FO1 – FO2 = 63,000 – 60,000 = ` 3,000 (F) 
FO Capacity variance = FO2 – FO3 = 60,000 – 70,000 = ` 10,000 (A) 

Answer to Question No.: 14 
 

Output absorbed FO Input absorbed FO Budgeted FO Actual FO 

FO1 FO2 FO3 FO4 

`  5,250 `  5,500 `  5,000 `  6,000 

Output Absorbed FO = Actual output  Budgeted FO per unit = 
5,000

1,050 units
1,000 units


`

= ` 5,250 

Input Absorbed FO = Actual hours  Budgeted FO per hour =
 

5,000
11,000 hours

1,000 10 hours




`  
= ` 5,500 

FO Cost variance = FO1 – FO4 = ` 750 (A) 
FO Expenditure variance = FO3 – FO4 = 5,000 – 6,000 = ` 1,000 (A) 
FO Volume variance = FO1 – FO3 = 5,250 – 5,000 = ` 250 (F) 
FO Capacity variance = FO2 – FO3 = 5,500 – 5,000 = ` 500 (F) 
FO Efficiency variance = FO1 – FO2 = 5,250 = 5,500 = ` 250 (A) 

Answer to Question No.: 15 
 

SP x SQAO SP x AQ AP x AQ 

M1 M2 M3 

` 10/kg. × 2,800 kgs. = ` 28,000 ` 10/kg. × 2,900 kgs. = ` 29,000 ` 32,000 
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SQAO = 1,400 units x 2 kgs./unit = 2,800 kgs. 
DMCV = M1 – M3 = ` 4,000 (A), DMPV = M2

 – M3 = ` 3,000 (A) and DMUV = M1 – M2 = ` 1,000 (A) 
Labour cost variance  

SR × SHAO SR × AH AR × AH 

L1 L2 L3 

` 20/hr. x 3,420 hrs. = ` 68,400    ` 20/hr x 3,300 hrs = ` 66,000 ` 68,000 

SHAO = 1,140 units × 3 hrs/unit = 3,420 hrs. 
DLCV = L1 – L3 = ` 400 (F), DLRV = L2 – L3 = ` 2,000 (A) and DLEV = L1 – L2 = ` 2,400 (F) 
Fixed overheads variances 
Output Absorbed FO (FO1) = Actual output × Budgeted FO per unit  
                    = 1,140 units × ` 90 per unit = ` 1,02,600 
Input absorbed FO (FO2) = Actual hours × Budgeted FO per hour = 3,300 hrs. × ` 30 per hour = ` 99,000 
Budgeted FO (FO3) = 1,000 units × ` 90 per unit = ` 90,000 
Actual FO (FO4) = ` 88,000    FO cost variance = FO1

 – FO4 = ` 14,600 (F)  
FO exp. Variance = FO3 – FO4 = ` 2,000 (F)  FO volume variance = FO1 – FO3 = ` 12,600 (F) 
FO eff. Variance = FO1 – FO2 = ` 3,600 (F)  FO capacity variance = FO2 – FO3 = ` 9,000 (F) 
  

Answer to Question No.: 16 

Variable overheads variances 

Output absorbed VO Input absorbed VO Actual VO 

VO1 VO2 VO3 

` 28,800 ` 21,600 ` 25,000 

Output absorbed VO = Standard hours for actual output × Budgeted VO per hour  
                         = (1,200 units × 2 hrs./unit) (` 12 per hour) = 2,400 hrs. × ` 12/hr.= ` 28,800 
Input absorbed VO = Actual hrs. × budgeted VO per hour =1,800 hrs. × ` 12/hr = ` 21,600 
VO expenditure variances = VO2 – VO3 = ` 3,400 (A)   
VO efficiency variance = VO1 – VO2 = ` 7,200 (F) 
VO cost variance = VO1 – VO3 = ` 3,800 (F) 
Fixed overheads variances 

Output absorbed VO Input absorbed VO Budgeted FO Actual VO 

FO1 FO2 FO3 FO4 

` 96,000 ` 72,000 ` 80,000 ` 72,000 

Output absorbed FO = Standard hrs. for actual output × Budgeted FO per hour 

                                     = (1,200 units × 2 hrs./unit) 
 
 
 

 80,000

2,000 hrs.

`

 
=(2,400 hrs.)(` 40/hr.) = ` 96,000 

Input absorbed FO = Actual hours × Budgeted FO per hour =1,800 hrs. × ` 40 per hour = ` 72,000 

FO expenditure variance = FO3 – FO4 = ` 8,000 (F)      FO volume variance = FO1 – FO3 = ` 16,000 (F) 

FO capacity variance = FO2 – FO3 = ` 8,000 (A)      FO efficiency variance = FO1 – FO2 = ` 24,000 (F) 

FO cost variance = FO1 – FO4 = ` 24,000 (F)  

Answer to Question No.: 17 

Calculation of material cost variance 

SP × SQAO SP × AQ AP × AQ 

M1 M2 M3 

` 40/kg. × 480 kgs. = ` 19,200 ` 40/kg × 500 kgs. = ` 20,000 ` 38/kg. × 500 kgs. = ` 19,000 

SQAO = Actual output × Budgeted input per unit =120 units × 4 kgs. per unit = 480 kgs. 

DMCV = M1 – M3 = ` 200 (F), DMPV = M2 – M3 = ` 1,000 (F) and DMUV = M1 – M2 = ` 800 (A) 

Calculation of labour cost variances 
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SR x SHAO SR x AHW SR x AHP AR x AHP 

L1 L2 L3 L4 

` 16/hr.× 600 hrs. = ` 9,600 ` 16 hrs. × 580 hrs. = ` 9,280 ` 16/hr. × 620 hrs. = ` 9,920 ` 11,200 

SHAQ = 120 units × 5 hrs. per unit = 600 hrs. 

DLCV = L1 – L4 = ` 1,600 (A)    DLRV = L3 – L4 = ` 1,280 (A)  

ITV = L2 – L3 = ` 640 (A)        DLEV = L1 – L2 = ` 320 (F) 

Calculation of variable overheads variances 

Output absorbed VO Input absorbed VO Actual VO 

VO1 VO2 VO3 

` 7,200 ` 6,960 ` 7,500 

Output Absorbed = Standard hours for actual output × Budgeted VO per hour 

                   = (120 units × 5 hrs/unit) (` 12/hour) = 600 hrs. × ` 12 per hour = ` 7,200 

Input absorbed VO = Actual hours × Budgeted VO per hour = 580 hrs. × ` 12 per hour = ` 6,960 

VO Cost variance = VO1 – VO3 =  ` 300 (A) 

VO Expenditure variance = VO2 – VO3 =  ` 540 (A) 

VO Efficiency variance = VO1 – VO2 = ` 240 (F) 

Answer to Question No.: 18 Nov 2007, CA 

Material Cost Variances:- 

SP × SQAO SP × AQ AP × AQ 

M1 M2 M3 

` 4.20 × 2,04,800 kgs. 

= ` 8,60,160 

` 4.20 × 2,05,600 kgs. 

= ` 8,63,520 

` 4.50 × 2,05,600 kgs. 

= ` 9,25,200 

SQAO = 40,960 units × 5 kgs. p.u. = 2,04,800 kgs. 

DMCV = M1 – M3 = 8,60,160 – 9,25,200 = ` 65,040 (A) 

DMUV = M1 – M2 = 8,60,160 – 8,63,520 = ` 3,360 (A) 

DMPV = M2 – M3 = 8,63,520 – 9,25,200 = ` 61,680 (A) 

Labour Cost Variances 

SR × SHAO SR × AH AR × AH 

L1 L2 L3 

` 3 × 1,22,880 hrs. = ` 3,68,640 ` 3 × 1,21,200 hrs. = ` 3,63,600 ` 3,87,840 

SHAO = 40,960 Units × 3 hrs. p.u. = 1,22,880 hrs. 

DLCV = L1 – L3 = 3,68,640 – 3,87,840 = ` 19,200(A) 

DLEV = L1 – L2 = 3,68,640 – 3,63,600 = ` 5,040 (F) 

DLRV = L2 – L3 = 3,63,600 – 3,87,840 = ` 24,240 (A) 

Total FO Variance = Output Absorbed FO - Actual FO  

     = 40,960 Units × ` 3.60 p.u. - ` 1,00,000 = ` 47,456(F) 

Answer to Question No.: 19 May 2014, CA 

(a) Variable Overheads Cost Variance = Output Absorbed VO – Actual VO 

                                                                       = (Actual Output) Budgeted VO/Unit) – Actual VO 

                                                                       = (3,800 Units)
 

 
 

12,000
 3 p.u.

4,000 units

`  
`   - ` 12,000  

                                                                       = ` 11,400 – ` 12,000 = ` 600 (A) 

(b) Fixed Overheads Expenditure Variance = Budgeted FO – Actual FO  
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= ` 40,000 – ` 39,000 = ` 1,000 (F) 

(c) Fixed Overheads Volume Variance = Output Absorbed FO – Budgeted FO  
                                                                       = ` 38,000 – ` 40,000 = ` 2,000 (A) 
        Output Absorbed FO = Actual Output × Budgeted FO/Unit 

                              = (3,800 Units)
 

 
 

40,000
 10 p.u.

4,000 units

`  
`  = ` 38,000 

Answer to Question No.: 20 Nov 2013, CA 

Material Cost Variances:- 

SP × SQAO SP × AQ AP × AQ 

M1 M2 M3 

` 45 × 9,000 kgs. = ` 4,05,000 ` 45 × 8,900 kgs. = ` 4,00,500 ` 46 × 8,900 kgs. = ` 4,09,400 

SQAO = Actual Output × Budgeted input per unit = 900 packets × 10 kgs. per packet = 9,000 kgs. 
DMCV = M1 – M3 = ` 4,05,000 –  `4,09,400 = ` 4,400 (A) 
DMUV = M1 – M2 = ` 4,05,000 –  `4,00,500 = ` 4,500 (F) 
DMPV = M2 – M3 = ` 4,00,500 –  `4,09,400 = ` 8,900 (A) 
Labour Cost Variances 

SR × SHAO SR × AH AR × AH 

L1 L2 L3 

` 50 × 7,200 hrs. = ` 3,60,000 ` 50 × 7,000 hrs. = ` 3,50,000 ` 52 × 7,000 hrs. = ` 3,64,000 

SHAO = Actual Output × Budgeted input per unit = 900 packets × 8 hrs. per unit = 7,200 hrs. 
DLCV = L1 – L3 = ` 3,60,000 – ` 3,64,000 = ` 4,000(A) 
DLEV = L1 – L2 = ` 3,60,000 – ` 3,50,000 = ` 10,000 (F) 
DLRV = L2 – L3 = ` 3,50,000 – ` 3,64,000 = ` 14,000 (A) 
Variable Overhead Cost Variance = Output Absorbed VO – Actual VO 

               = (900 packets)(` 80/packet) - ` 72,500 = ` 500 (A) 
Fixed Overhead Cost Variance = Output Absorbed FO – Actual FO 

                       = (900 packets)(` 200/packet) - ` 1,92,000 = ` 12,000 (A) 

(E) Sales Variances 
 

Answer to Question No.: 21 
 

Product Budgeted SP/Unit  
× Budgeted Quantity 

Budgeted SP/Unit  
× RSQ 

Budgeted SP/Unit  
× Actual Quantity 

Actual SP/Unit  
× Actual Quantity 

 S1 S2 S3 S4 

A ` 5 × 5,000 units 
= ` 25,000 

` 5 × 6,250 units 
= ` 16,000 

` 5 × 6,000 units 
= ` 30,000 

` 6 × 6,000 units 
= ` 36,000 

B ` 6 × 4,000 units 
= ` 24,000 

` 6 × 5,000 units 
= ` 16,000 

` 6 × 5,000 units 
= ` 30,000 

` 5 × 5,000 units 
= ` 25,000 

C ` 7 × 3,000 units 
= ` 21,000 

` 7 × 3,750 units 
= ` 26,250 

` 7 × 4,000 units 
= ` 28,000 

` 8 × 4,000 units 
= ` 32,000 

Computation of sales variances: - 

Product Value variance Price variance Volume variance Mix variance Quantity Variance 

S4  S1 S4  S3 S3  S1 S3  S2 S2  S1 

A  ` 11,000 (F) ` 6,000 (F) ` 5,000 (F) ` 1,250 (A) ` 6,250 (F) 
B  ` 1,000 (F) ` 5,000 (A) ` 6,000 (F) Nil ` 6,000 (F) 
C  ` 11,000 (F) ` 4,000 (F) ` 7,000 (F) ` 1,750 (F) ` 5,250 (F) 

Total ` 23,000 (F) ` 5,000 (F) ` 18,000 (F) `    500 (F) ` 17,000 (F) 
 

Answer to Question No.: 22 Nov 2010, CA 
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Total Sales Variances = Actual Sales - Budgeted Sales 

P = (4,800 units)(` 30 per unit) - (4,000 units)(` 25 per unit) = ` 44,000 (F)    

Q = (2,800 units)(` 45 per unit) - (3,000 units)(` 50 per unit) = ` 24,000 (A)    

R = (2,400 units)(` 70 per unit) - (2,000 units)(` 75 per unit) = ` 18,000 (F)    

S = (800 units)(` 105 per unit) - (1,000 units)(` 100 per unit) = ` 16,000 (A)          

  = ` 22,000 (F)    

Sales Price Variances = (Actual Selling Price – Budgeted Selling Price) (Actual Quantity Sold) 

P = (` 30 - ` 25)(4,800 units) = ` 24,000 (F)    

Q = (` 45 - ` 50)(2,800 units) = ` 14,000 (A)    

R = (` 70 - ` 75)(2,400 units) = ` 12,000 (A)    

S = (` 105 - ` 100)(800 units) = ` 4,000 (F)                

= ` 2,000 (F)    

Sales Volume Variances = (Budgeted Price)(Actual Quantity - Budgeted Quantity) 

P = (` 25 per unit)(4,800 units - 4,000 units) = ` 20,000 (F)    

Q = (` 50 per unit)(2,800 units - 3,000 units) = ` 10,000 (A)    

R = (` 75 per unit)(2,400 units - 2,000 units) = ` 30,000 (F)   

S = (` 100 per unit)(800 units - 1,000 units)  = ` 20,000 (A)               

  = ` 20,000 (F)    
 

Answer to Question No.: 23 
 

 

Product 

Budgeted Margin/Unit  

× Budgeted Quantity 

Budgeted 

Margin/Unit × RSQ 

Budgeted Margin/Unit  

×  Actual Quantity 

Actual Margin/Unit  

× Actual Quantity 

P1 P2 P3 P4 

A ` 20 × 800 units 

= ` 16,000 

` 20 × 907 units 

= ` 18,140 

` 20 × 900 units 

= ` 18,000 

` 20 × 900 units 

= ` 18,000 

B ` 30 × 700 units 

= ` 21,000 

` 30 × 793 units 

= ` 23,790 

` 30 × 800 units 

= ` 24,000 

` 10 × 800 units 

= ` 8,000 

Computation of profit/margin variances: - 

Product Value  variance Price variance Volume variance Mix variance Quantity Variance 

P4  P1 P4  P3 P3  P1 P3  P2 P2  P1 

A ` 2,000 (F) Nil ` 2,000 (F) ` 140 (A) ` 2,140 (F) 

B ` 13,000 (A) ` 16,000 (A) ` 3,000 (F) ` 70 (F) ` 2,790 (F) 

Total ` 11,000 (A) ` 16,000 (A) ` 5,000 (F) ` 70 (F) ` 4,930 (F) 
 

 


