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APPLICATION OF AN IMPROVED SYSTEM FOR ACCOUNTING
FOR INCOME AND COST VARIANCES
IN THE "STANDARD-COSTING" SYSTEM

Abstract. The main purpose of the organization is to calculate the cost and cost accounting system "Standard -
costing" - an assessment of the results of an economic entity based on a comparison of actual and standard costs. The
first step in assessing the company's performance is to identify variances in the field of efficiency and inefficiency.
The article considers the procedure for analyzing and accounting for variances from the norms of income and
expenses in the "Standard - costing™" system. The cost of materials used in the production of products depends on the
cost of materials and the number of materials. Since the actual quantity of materials used differs from the standard,
and the actual price may differ from the standard price, the actual costs are different from the standard. Thus,
variances in the use of materials can also be calculated based on its price. Variances in material usage are generally
monitored by the shop manager. The reason for this variance may be careless loading and unloading of materials by
production personnel, purchase of low-quality materials, theft, changes in requirements and methods of production
under quality control. Some variations in material costs should be calculated for each type used and divided by
responsibility centers. The cause of the variance from the management of ZHAS LLP has not been identified, and the
responsibility for the variances hould rest primarily with the manager of the production workshop.

Key words: "Standard costing" system, income, expenses, variances, material costs, labor costs, production,
manufacture, material, analysis.

Introduction. Variance analysis is the arrangement of the total volume of individual components in
order to establish reasonable directions of influence and volume on the factors of variances. This analysis
is an important way to obtain the information needed to draw management's attention to various types of
variances at the level of controlled costs and revenues that differ from the standards that are not included
in the plan at all. The availability of such information makes it possible to take measures to correct the
consequences of any operations and phenomena [1].

Methods. The amount of labor that should be spent on the actual consumption of products is
determined by the production time in normal hours.

Results and discussion. The general scheme for analyzing income and losses in the Standard-costing
system is shown in figure 1.

According to figure 1, income variances can occur in 3 directions: variances in sales and turnover
costs, variances in total production costs, and total variances in revenues from total sales. The variance in
sales and operating costs are not analyzed in the standard-costing system, as they are designed to account
for production costs only [2].

Variances for total production costs are divided into 3 types:

- total variances of the main materials;

- total variances in the wages ofthe main production workers;

- total variances of variable overhead costs.

37


https://doi.org/10.32014/2020.2224-5294.100
mailto:23aida@mail.ru
mailto:aakhmetova.71@mail.ru
mailto:n_urazbaev@mail.ru

News ofthe National Academy ofciences ofthe Republic o fKazakhstan

Figure 1- General scheme of analysis of income and losses in the “Standard-costing” system

The analysis of variances consists in determining the nature and extent of the impact on changes in
quantity and price. In this case, the price is not only the price of the material assets used, but also the
marginal rate of labor costs and variable invoices. Therefore, the quantity and price variance can be set for
all 3 production cost elements.

The total variance by revenue from total sales is the variance that occurs in the sales section: the
variance by sales price and the variance by sales volumes [3].

The cost of materials used in the production of products depends on the cost of materials and the
number of materials. Since the actual quantity of materials used differs from the standard, and the actual
price may differ from the standard price, from the standard of actual costs. Thus, variances in the use of
materials can also be calculated based on its price.

Causes ofvariances:

- variance between the normative and actual costs of the corresponding materials per unit of
production;

- variance between the standard and actual price relative to the material.

The place of origin of variances on materials are: in the first case, the production workshops of the
enterprise, in the second case, the purchasing department or the warehouse. Variances in the price of the
material occur due to an increase in the cost ofthe material [4].

Also, transport costs received from the company are included in the actual cost price.

Material price variances are calculated using the following formula:

MPV=(AP - SP) x AQ (1)

here: MPV - Material price variances; AP - Actual purchased; SP - Standard purchased; AQ - Actual
quantity purchased.

The negative view that variations in cost of material will always be derived from the performance of
the procurement division. The actual cost may increase due to regulatory changes, depending on the
reasons for all increases in the material. Therefore, changes in cost may be beyond the control of the
purchasing department. In contrast, adverse cost variances can also be caused by an erroneous calculation
in the procurement section when searching for the most efficient suppliers. Acceptable variances in cost
may also be associated with the purchase of low-quality materials that cause deterioration of product
quality or increase the number of product residues. Ifthe reason for such expenses is the purchase of low-
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quality materials, then the responsibility for variances in the use of materials may be assigned to the
purchasing department.

In this case, the place of occurrence of variances in the cost of the material is the purchasing
department, where such a variance is not controllable, i.e. it does not depend on the person who is
responsible for the resulting variance[5].

In addition, there is a variance between the standard and actual material consumption for this type of
product. The main place where variances occur is the production shop.

Material usage variances are calculated using the following formula:

MUV = (SQ - AQ) x SP @)

here: MUV - Material usage variance; AQ - Actual quantity of materials for production; SQ - Standard
quantity of materials; SP - Standard price ofthe material

Wheat is used to produce flour. Variances in material usage are generally monitored by the shop
manager. The reason for such a breach may be a change in production requirements and the handling of
unloaded and unloaded material by the production staff, the purchase of low quality materials, theft,
quality control. Some variations in material costs should be calculated for each type used and divided by
responsibility centers.

The total variance in material costs is equal to the sum of the variations in material costs and the
variations in material use. The total cost variances are calculated by the formula:

TCV =SCx AO - TA ©)

here: TCV - total cost variance; SC- standard cost; AO - actual output per unit of production; TA - Total
actual labour cost.

At the next stage, variances in labor costs are analyzed. Labor costs are determined based on the cost
of labor and the amount of labor used. Thus, fluctuations in cost and quantity also occur here [6].

This variance is similar to the material cost variance. Both variances are calculated by multiplying the
difference between the standard and the actual paid cost of a resource unit by the actual amount of
resource used. Regulatory variances on the wage rate may be in the indefinite contractual increase in its
rates. In this case, the variance is not considered controlled. Variances in the wage rate can be caused by
using a standard that has an average rate for operations that employ workers who are paid at several
different rates.

In this case, wage variances or their components may be assigned to work by a qualified employee,
usually performed by an unskilled employee. In this case, the shop manager is responsible for the
variance, since it is necessary to select an employee who has the appropriate qualifications to perform this
task. Variances in the salary rate observed by managers may be minimal. In most cases, variances in the
actual rate rate do not take into account changes in actual rates, so they are not controlled by managers at
the shop level.

Variances in the production of labor occur when there are variances in the volume of labor of the
main production workers. The amount of labor that can be spent on actual output is determined by the
production time in normal hours.

This variance is similar to the material usage variance. When calculating two variances, the difference
between the number of normative and actual resources consumed when constructing the normative cost is
added [7].

The amount of labor that must be spent on the actual output ofthe product, in hours, is determined by
the production time.

Variances in labor productivity are usually monitored by the shop manager. They are caused by a
variety of reasons. Thus, low quality material, various complexity of work, poor maintenance of machines
and equipment, operation of new equipment or tools and changes in production processes - all this can be
determined by labor productivity. In this case, the variance is associated with the introduction of new
equipment into the production process [8].

The total labor variance is calculated from the quantitative and quantitative elements and calculated
using the following method - the difference between the regulatory costs of actual production and the
actual labor costs.
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Similarly, variable costs are calculated and analyzed. The variable cost variance itself is not
sufficiently informed. The analysis of any magnitude of this variance requires comparison with the
estimates for individual items ofvariable overhead.

Actual revenue is not only due to estimated costs change. Real revenue also depends on the success of
another sales center - sales department. It is possible to sell the product at a much higher price and at a
higher price than planned. Therefore, the calculation ends with an analysis of the actual input variance in
the estimate resulting from these two factors [9-11].

The general procedure for calculating and analyzing the income and expenses under the Standard-
costing system is shown in Table 1below.

Table 1- General procedure for calculating and analyzing income and expenses in the “Standard-costing” system

Ne  Types of variances The calculation of variances

Variance in the cost of resources: material, labour, variable costs resources

1 By resource cost Amount of resources

2 By the number of resources used Standard cost of resources

3 Total variance of resource costs Actual product release x regulatory costs of resources per unit of

product - actual costs of resources
Variance from estimate of actual income

1  Atcost of implementation. The actual volume of sales
2 By volume of implementation Standard revenue per unit of production
3 The total variance for the total revenue Total comprehensive income is the total comprehensive income

In the result, it is possible to perform deflection by the system of "Standard costing” with the
following data:

- normative income from sales of products;

- standard cost of production;

- the total cost variance from the standards;

- income;

- the total variance of income;

- actual income.

For this in the Barber shop example:

- normative income from sales of products;

- standard cost per ton of products;

- gross income;

- the total variance from the standards;

- income;

- total variance ofincome 151743.6 thousand tenge;

- actual income.

The company's management must take into account the reasons and features of the difference between
the actual income and the estimate. You can reconcile the estimated and actual profit, as shown in table 2,
by including the amount of acceptable variances for output and sales, and excluding the amount of adverse
variances from this amount.

Table 2 - Estimation of actual and actual revenue for "Standard Costing™ calculation system, thousand tenge

Indicator Variance The total Income
Pleasant Unpleasant variance
Estimated net income 544317
Variances on sales: cost of sales 142503,6 151743,6
Sales volume 9240
Variances for direct material costs: cost 9272,75 -42476
Expenditure (use) 38731,25
Cost of labour: Rate - 21217
Performance 18198
Unspecified variance 3019
The variances for variable overhead 10324,8 10324,8
Real profit 685126,4
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The report presented in table 2 is a summary of variances for many responsibility centers. The
agreement report therefore provides information to senior management to explain the main reason for
discrepancies between estimated and actual revenue.

In general, in the standard-costing system, there is no value in terms of controlling the cost of
comparing standard costs and actual costs, which is carried out with standard cost accounting methods,
since the responsibility for the variance corresponds to different places of cost occurrence. None of the
plot may not be the only defendant for rejection. The purpose of analyzing variances of costs and revenues
in the Standard-costing system is to calculate and determine the causes of actual variances that occurred in
a particular place of cost occurrence [12-14].

Thus, effective control can only be achieved by comparing standard costs and total actual costs over
time for each cost location. Comparison of standard and actual costs per unit of production is not possible
to determine at what stage of production the variance was made. Analysis of production cost variances per
unit of production is not suitable for effective cost control.

Figure 2 shows the general scheme of the standard-costing system for analyzing and controlling
variances in costs and revenues.

Figure 2 - Scheme of the “Standard-costing” system

Standard costs for the actual volume of production produced for a certain period are provided at the
place of origin. For the same period, the actual costs are credited to the site. By comparing normative and
actual costs, variances are observed [15].

The Standard-costing cost accounting system allows you to analyze variances in detail. For example,
you can define the variance for cost locations by cost elements, and then analyze each cost element in
terms of the standard resource expenditure and the standard cost of resources. The accountant helps
managers with identifying variances that occur, and the manager can take the necessary measures to find
out their causes. For example, if the accountant has identified the reasons for the variance in the use of
materials as excessive use of material during a certain operation, then the manager must determine the
specific reasons for the losses, examine the entire process. As a result ofthis check, corrective actions are
taken. Ifthe reason for the variance is a steady change in the external environment, then it is necessary to
revise the standard.

Monitoring costs are significantly arises at the moment of occurrence of these costs. It is therefore
necessary to set standards for the number of consumed materials, labor and services unit, first determine
the total regulatory costs of the entire production volume should not. Variances must indicate the reason
for their occurrence [16].

If the company has a difference in the estimated amount of actual revenue generated by analyzing
variances from costs and revenues, then this variance of actual revenue from the estimate is acceptable for
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the company. Two centers were identified for the variances that occurred: the shop and the sales
department, and there were unfavorable variances in the cost and use of the material in the processing
shop, but this variance is covered by a favorable fluctuation in the sales center's revenue.

As a result, the purpose of calculating variances is to monitor and analyze the work of production
departments and departments of enterprises. For example, the analysis of variances in the enterprise is
rarely carried out, since the volume of production activity from the full norm can not be considered all
sides of the variance of costs. Variances in material costs are analyzed quite clearly, since they have the
largest share in the cost of production, respectively, the resulting variance directly affects the company's
income.

Based on the analysis of variances, management needs to draw conclusions and identify measures to
reduce costs and increase revenue. Promoting the product mix in connection with improving the product
structure and increasing production efficiency can lead to lower production costs.

A.[. AlimaFambeToBa, A.A. AxmeToBa, H.)K. Ypasbaes
KopkbIT ATa aTbiHAarbl Kbidbliopga MeMnekeTK yHuBepcuteta, Keisbliopga, KasaxcrtaH

«CTAHOAPT-KOCTUHI» XXYWECIHAE K1P1C MEH WbITbIH AYbILYbIH
ECENMKE ANTYAbIH, XXET1NA1P1ATEH XXYWECIH LLONOAHY

AHHOTALMSA. ¥/bIMHbLL HEM3M MaKcaTbl WbIrbIHAAP ecebLuLL XYVIeCiH XaHe «CTaHAapT-KOHCTUHI e3iHAIK KyHbIH
Ka/lbKynaumsnay - HakTbl X3HE HOPMATUBTI LUbIFbIHAAPAbI CANbICThIPY HEM3LWae 3KOHOMMUKASbIK, CYObEeKT KbI3MeTLLLL
HaTWKenepiH Garanay. KacinopblH Kbi3MeTWl 6aranayfa anrawlkbl afbiM - TWUIMAINIK X3He TWiMCI3giK canacbiHia
aybITKYLIbIMbIKTbI aHbIKTay. Makanaga «CTaHAapT-KOCTUHI» XYVIeCiHae Kipic MeH LWbIfbiH HOPMAaChiHAH aybITKYLLbl-
NbIKTBIL, ecebi >aHe Tangay >XYMeci kapacTbipbinraH. O HiMAi eHAipyAe NaiifanaHbinaTbiH MaTepuan  LbIrbIHAAPb
maTepuangap 6aracbiHa >K3He CaHblHA GainaHbICTbl 60MbiN Kenedi. O ATKeHi NalifanaHbliraH mMaTepuangapapil, HakTbl
CaHbl HOPMATMBTEH e3relle, an HakTbl 6aracbl HOPMATUBTIK 6GarajaH, HakTbl LWbITbIHAAP HOPMATMBTEH Gackaia 6oyl
MYMKiH. Ocblnaiila MaTepuangapibl nanganaHy 60MbIHLLIA aybITKYAbl OHbIL 6arackl 60lbIHLLIA g ecenTeyre 6oMagbl.

Martepuangapabl naifganaHygarsl aybITKyAbl, 34€TTe, Lex 6aclubicbl 6akbinaingbl. MyHAal aybITKYLbIbIK eHAIPICTIK
nepcoHaAbIL, MaTepuangapabl abainamaii Tmey >kaHe TYCipyae, TEMeH canaibl MaTepuangapabl caTbin anyaa, YpiblKTa,
cananblk 6akblnayda TananTapAbll, X3He eHAIPIC 34acTepLuLL, e3repici 6apbiCbiHAa Nainga 60/1ybl MYMKiIH. Matepuangbik
WbIrbiHAapAarb! Kelibip aybiTKynap apb6ip nainganaHy TYpiHe ecenTenin, »ayankepLuinik opTaiblikTapbl 60ibIHLLIA GeniHyi
Kepek. «ZHAS» XKLLUC 6acLubinbIrbl TyAblpraH aybITKYLUbIIbIK cebebi alikbiHAaNMaraH XaHe aybITKYLUbIIbIKKA KaTbICTbl
»KayarnkepLlinik Hen3weH eHAIPICTIK LexTbiy, 6aclubiCbiHa XYKTeNyi TLUC.

Martepuangbil, KyHbl 6GOMbIHLWIA aybITKy MeH Gis TangaraH aybiTKyAbll, yKcacTbirbl 6ap. El0 aybITKyLbIIbIK Ta
naiianaHbiairaH pecypcTbil, HaKTbl CaHblHa Pecypc Gip/iriHLL, HOPMATMBTXK >K3HE HaKTbl TEeNEHreH KyHbl apacblHAarbl
aiblpMalbINbIKTLl  Ke6eidTy apkbinbl  ecentenedi. Eubekakbl MenwepneMeci  60ibiHWA aybITKy HOPMaTUBTIK
mefLepnemese aikblHAanMaraH Kefn“MHL, apTybl cebebiHeH 60nybl MYMKIH. Byn >xargaiiga aybiTKy OakblnaH6aiapl.
YKanakbl MefLiepneMeciHLL aybITKybl Kbi3MeTKepnepre 6ipHelle TYpni Mefiiepnemesep 60MbiHWA Tenemzep anarbiH
onepauusnappi, opTalla MeniiepnieMeci 6ap cTaHAapTThbl KongaHyra 6aiinaHbICTbl 601ybl MYMKIH.

dpeTTe KOMNOHEHTTepPAl GiNiKTi >KyMbICLbI Xangayapbll, OpHbIHA 6iNiKTI eMec >XYMbICLUbI OpPbIHAANTbIHAbIKTAH
Xanakbl MenwepnemMeciHie aybiTKy Kesgecyi MYMKiH. Liex xeTeKkww ™ 6yn aybITKyra xayan 6epef” TancbipmMaHbl OpblHAaY
YwiH 6inikTi Kbl3mMeTKepai Taugaybl kKakeT. MeHemkepnep 6ackapaTblH >Kasiakbl MeflepiHAeri aybiTKy TemeH 60nybl
MYMKiH. Ken >kargaiga, HakTbl MeslleprieMe e3repiciH eckepiMereHAiKTeH aybITKy Kesgecegi. Llex 6Gaclubliapsbl
GaKblnamaiiapl.

TYVIiH cB3ep: «CTaHAapT-KOCTUHIM XYVAeC, 10prc, WbirbiH, aybITKyLbIIBIKTAP, MaTepuan WhirbiHAapsl, eL6ek
LWbIrbIHAAPbI, EHIM, eHAipic, MaTepuan, Tangay.

A.L. AiimarambeTtoBa, A.A. AXxmeToBa, H.)K. ¥Ypasbaes
KbI3bIIOPANHCKINIA FOCYAaPCTBEHHbIV YHNBEPCUTET MMeHU KopKbIT ATa

MPUMEHEHWE YCOBEPLUEHCTBOBAHHOW CUCTEMbI YYETA OTK/IOHEHUI OX040B
M 3ATPAT B CUCTEME «CTAHOAPT-KOCTUHI »

AHHOTaUMs. OCHOBHOM LieNblo OpraHu3aLmy SIBMSIETC KalbKynauus CUCTEMbl ydeTa 3aTpaT M ceGecToMmMocTy
«CTaHAAPT-KOHCTUHM» - OLEHKAa pe3y/nbTaToB [eATeNbHOCTU 3KOHOMMYECKOrO Cy6bekTa Ha OCHOBE CpaBHEHMs
(haKTUYECKMX M HOPMATMBHbIX 3aTpaT. MepBblii War B OLEHKe AesTeNbHOCTU MPEAnpUsTUS - BbISBNEHWE OTKIOHEHUI B
cthepe IPEKTUBHOCTU U HEI((EKTUBHOCTM. B cTaTbe pacCMOTPEH MOPSAOK aHanM3a M ydyeTa OTKIOHEHWH OT Hopm
[0XO[I0B W PacXOfioB Mpu cucteme «CTaHAapT-KOCTUHM». MaTepuasibHble 3aTpaThbl, WUCMONb3yeMble B MPOW3BOACTBE
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