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To ensure the profit

margin is properl
2 ALy Ensure stock is properly

valued.
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maintained every year

FF SRR BT 2R

WWW.ecovis.com. my



—(% ECOVIS Direct Costing
MALAYSIA EEE‘Z**}Z%

Cost that increase or decrease proportionally with production output
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The most desirable industries include companies that require a fairly
precise “minimum?” price required to sell additional units of a particular
product.
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Advantages Disadvantages Per unit cost
R 4 = direct cost + labour cost +
Freight cost /budgeted sales

1. Simple to use f&j HAd FH 1. Short term decision volume
2. Less time consuming ¥ERY making %5 # ik
/b ° 2 Lowergstock valuation ALRA N
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Pre-determined costs are based on estimated costs and total sales
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The most desirable industries include companies that repeatedly make similar

products or companies that massively produce certain types of products .
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Advantages Disadvantages
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Cost per unit

1. Easytounderstand %% /'f## 1. Time consuming #E3%H [A] = direct cost + labour cost +
2. Minimize waste and inefficiency 2. The price of raw materials Variable overhead + fixed overhead
E AR fluctuates greatly, and basic (per unit) / budgeted sales volume
3. Consistent f:o§t Per unit wages continue to increagi B A
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Resources and activities directly related to their cost consumption
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The most desirable industries include manufacturers or services that have a
wider range of products or produce similar products on a large scale, as being
able to relate costs to a particular product directly is very difficult.
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Advantages Disadvantages
A 28 AL
Cost per unit

« All costs directly related to 1. Time consuming #E%%H [H] = (direct cost + labour cost +
production are included as 2. Fixed cost are capitalised unless variable overhead + fixed
costs the stocks are sold because overhead) / no. of unit produced
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The information contained in the article is for guidance only and is not exhaustive. The information is provided gratuitously and without liability. Ecovis Malaysia shall not be liable for any loss or damage caused by the usage of or reliance on the

information and guidance provided in this article and other information provided by Ecovis Malaysia and it's websites. Professional advice and assistance must always be obtained before you act on any of the guidance provided. Please refer to
the respective source of information, legislation and the regulatory authorities for authoritative guidance.



