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Let's	assume	that	the	manufacture	³	a	single	unit	of	the	widget	requires	two	input	materials,	A	and	B.	Here	we	discuss	³	how	to	calculate	the	cost	of	the	widget	along	with	practical	examples.	Templates	include	Excel,	Word,	and	PowerPoint.	FÃ	³	standard	cost	formula	-	Example	#1	Let's	take	the	example	of	a	company	that	is	engaged	in	the
manufacture	³	widgets.	In	the	event	of	a	variance,	management	³	realize	and	take	steps	to	mitigate	the	deviation	³	bring	it	into	line	with	planned	costs.	You	can	also	see	the	following	articles	to	get	more	information³	"Standard	cost	=	Standard	rate	*	Standard	amount	of	relevance	and	use	of	the	Standard	cost	formula	³	one	of	the	very	important
concepts	for	the	cost	department	because	variations	in	the	actual	cost	of	the	Standard	cost	is	treated	as	an	effective	management	tool³	In	other	words,	the	standard	cost	is	the	financial	plan	for	the	manufacture	³	a	single	unit	of	production³	which	is	based	on	predetermined	costs	and	quantities	of	inputs	anticipated	over	a	specific	period	of	time.	On	the
other	hand,	a	widget	requires	2	hours	of	work	costing	$35	per	hour	and	an	aÃ©	cost	of	$70	per	widget.	Calculate	the	standard	cost	of	making	a	widget	³	based	on	the	³	estimates	given	for	the	amount	and	cost	of	the	input.	The	³	formula	for	the	standard	cost	can	be	derived	by	multiplying	the	standard	rate	of	manufacture	³	the	required	amount	of	input.
A	widget	requires	4	pieces	of	input	material	A	which	costs	$15	per	piece	and	3	pounds	of	input	material	B	which	costs	$40	per	pound.	General	estimated	cost	=	No.	of	widgets	*	Estimated	general	cost	standard	cost	=	5,000	*	$	320	General	estimated	cost	=	$	1,600,000	Therefore,	the	estimated	general	cost	for	the	manufacture	³	5,000	widgets	is	$	1.6
million.	These	can	be	used	for	transactions,	³	cost	formula	(table	of	contents)	Â	What	is	the	³	standard	cost	formula?	Step	3:	Then	³,	the	standard	amount	of	the	selected.	selected.	the	cost	can	be	estimated	on	the	basis	of	available	information	on	past	consumption.	Standard	Cost	=	Standard	Cost	of	Input	Material	*	Standard	Amount	of	Input	Material
+	Standard	Working	Rate	*	Standard	Working	Hours	Standard	Cost	=	$50	per	pound	*	5	pounds	+	$35	per	hour	*	2	hours	Standard	Cost	=	$320	per	widget	So	both,	the	standard	cost	for	making	a	widget	is	$320.	Explanation	The	standard	cost	formula	can	be	calculated	using	the	following	steps:	Step	1:	First,	select	the	cost	type	between	direct
material,	direct	labor	and	manufacturing	overhead.	Step	2:	Next,	determine	the	standardized	unit	rate	to	express	the	selected	cost	type.	Solution:	The	standard	cost	is	calculated	using	the	formula	given	below.	Standard	Cost	Formula	Example	#2	Let’s	take	the	example	above	to	understand	the	Standard	Cost	process.	Entry	material	costs	$50	a	pound
while	work	charges	$35	an	hour.	However,	it	should	be	borne	in	mind	that	the	standard	cost	is	useful	for	the	type	of	repetitive	production	and	has	limited	usefulness	in	the	case	of	a	non-repetitive	type	of	production.	Step	4:	Next,	determine	the	standard	rate	based	on	the	company’s	previous	data	and	the	current	market	rates	available.	Standard	Cost
=	Standard	Cost	of	Input	Material	A	*	Standard	Quantity	of	Input	Material	A	+	Standard	Cost	of	Input	Material	B	+	Standard	Working	Rate	*	Standard	Working	Hours	+	Standard	General	Cost	Standard	Cost	=	$15	per	unit	*	4	units	+	$	40	per	pound	*	3	pounds	+	$35	per	hour	*	2	hours	+	$70	Standard	Cost	=	$70	Therefore,	the	standard	cost	for
making	a	widget	is	$320.	Step	5:	Finally,	the	formula	for	the	standard	cost	can	be	obtained	by	multiplying	the	standard	rate	(step	4)	of	manufacture	by	the	standard	quantity	=	=	radn¡ÃtsE	otsoC	,omoc	atneserper	es	,etnemacit¡ÃmetaM	.radn¡ÃtsE	sotsoC	ed	alumr³ÃF	al	ed	a​Ãug	anu	se	atsE	sodadnemoceR	soluc​ÃtrA	.n³Ãicaunitnoc	a	artseum	es	omoc
,omusni	ed	)3	osap(	Rate	Rate	*	Standard	Quantity	Let¢Ã​Â​Âs	take	an	example	to	understand	the	calculation	of	Standard	Cost	Formula	in	a	better	manner.	Overall	Estimated	Cost	is	calculated	using	the	formula	given	below.	In	the	case	of	direct	material,	the	preferred	unit	of	rate	can	be	a	dollar	per	kg	or	dollar	per	piece,	while	it	can	be	a	dollar	per
hour	for	direct	labor.	This	activity-based	costing	calculator	template	is	a	great	tool	to	break-down	overhead	costs	through	activity-based	costing.	Activity-based	costing	allocates	overhead	costs	based	on	the	different	¢Ã​Â​Âactivities¢Ã​Â​Â	that	compose	the	production	of	goods	or	services	and	measures	them	independently.Here	is	what	the	template
looks	like:Download	the	Free	TemplateEnter	your	name	and	email	in	the	form	below	and	download	the	free	template	now!	For	more	resources,	check	out	our	business	templates	library	to	download	numerous	free	Excel	modeling,	PowerPoint	presentation,	and	Word	document	templates.Excel	Modeling	TemplatesExcel	&	Financial	Model
TemplatesDownload	free	financial	model	templates	-	CFI's	spreadsheet	library	includes	a	3	statement	financial	model	template,	DCF	model,	debt	schedule,	depreciation	schedule,	capital	expenditures,	interest,	budgets,	expenses,	forecasting,	charts,	graphs,	timetables,	valuation,	comparable	company	analysis,	more	Excel	templatesPowerPoint
Presentation	TemplatesTransaction	Document	TemplatesTemplatesFree	business	templates	to	use	in	your	personal	or	professional	life.	The	term	¢Ã​Â​Âstandard	cost¢Ã​Â​Â	refers	to	that	branch	of	cost	accounting	that	helps	in	the	preparation	of	cost	budget	for	manufacturing	companies	based	on	estimated	cost	and	quantities.	The	standard	cost	covers
all	types	of	costs	that	include	direct	material,	direct	labor,	and	manufacturing	overhead.	In	fact,	it	is	considered	to	be	a	favorable	deviation	if	the	actual	costs	are	less	than	the	standard	costs,	while	it	is	unfavorable	the	other	way	round.	Calculate	the	estimated	overall	cost	for	5,000	widgets	based	on	the	standard	estimates	given	for	the	quantity	and
cost	of	input	material	and	labor.	Based	on	the	available	historical	cost	information³	the	cost	counter	has	determined	that	to	produce	a	single	widget	unit,	the	purchase	requires	5	pounds	of	input	material	and	2	hours	of	work.	We	also	provide	a	downloadable	Excel	template.	template.
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