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Definition of Costs Variance

The difference between Standard Costs and Actual Costs

Actual costs = standard cost . 7.ero
Actual costs < standard cost - Variance |»Fav9rable
variliance
Actual costs > standard cost ; mp Unfavorable
variance
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General formula of Cost variance:

Standard Actual costs
C.ost _ costs for e e
variance actual production
production
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DIRECT MATERIALS
COST VARIANCES
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Total Direct Material Costs Variance

Direct materials Direct materials
quantity variance price variance

Direct materials yield Direct materials mix
variance variance
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Standard direct Actual direct
— materials costs for == materials costs for

actual production actual production
| Total standard  Standard Total actual Actual
T quantity price quantity price
Standard Actual uﬁrfttili:al N Actual

quantity per X production 1 Y P production

; unit

unit
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Total

Direct Material — | Standard __ Actual | actual
Price Variance price price quantity
used
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. . Total Total Standard
Direct Material Fondard—— actual | X price

Quantity Variance — — quantity
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Actual Standard Actual

Direct quantity of direct direct Standard
materials = all direct x materials ™= materials x price
materials mix mix

mix variance
used percentage percentage
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Direct
materials yield =
variance

22 2/24/2020

Actual

Standard quantity

quantity of all
ofall MR 4irect
direct material

materials s used

Standard
x direct Standard
materials x price
mix
percentage
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