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1. Introduction

This Demonstration version of Standard Product Costing has been designed and built using Microsoft's Access 97. An Access 2002 version of this software will be published at a future date. It is hoped that the features built into the current version will prove to be very effective and robust in enabling manufacturing companies to carry out product costings for their businesses. This demo version is limited to product costing for 6 products.

2.  Key Features of Application

a) Standard Costing systems are used by the vast majority of major manufacturing companies around the world. Typically, product costs are broken into the following components:

Materials

Packaging 

Direct Labour

Overheads

Standard Product Costing (SPC) is also similarly structured. Material costs are calculated based on the following:

· Formulation metric weight of the pack as determined by the number of units in the pack and the number of units in the SKU (Stock Keeping Unit).

· Formulation mix of materials (Bill of Materials).

· Waste % loss factor.

· Standard costs of each material used.

· Non-formulation materials, which are added separately in data-entry screen.

· Where bought-in Finished Products are also used in manufacturing (for example where finished bulk capsules are re-packed for sale), such materials can be identified and costed via 'bought-in' drop-down list in Data Maintenance- Materials.

· Packaging items are input into the SKU as per the packaging bill of materials- standard costs are simply packaging items multiplied by standard costs of each item.

· Direct Labour and Overhead Costs- SPC provides for the capture of throughput costs via one or two activity types. Typically, manufacturing operations have 2 distinct types of activities- Processing and Packing. Depending on whether one of them is a distinct constraint or limiting factor, a company may choose either or both as a basis to recover Direct Labour and Overhead Costs. As well, SPC is capable of costing multiple Direct Labour components and multiple Overhead components.

Hence, where Direct Labour is a major factor in overall product costs, a company may choose to have multiple grades of Direct Labour and apply a "Bill of Labour" to a particular product. Similarly, in a competitive market, a company may wish to make a distinction between Fixed and Variable Overheads. It is then able to marginally price a product in a competitive environment. 

(Both activity costs are adjusted by an efficiency factor; costs are adjusted upwards where a factor less than 100% is applied).

b) SPC as a Planning and Budgeting tool- SPC has been designed very much with the imperatives of  planning and budgeting in mind. To calculate detailed requirements by way of Materials, Packaging, Direct Labour and Overhead/Machine time for a period, simply enter "Production Volume This Period" with Plan or Budget volumes. "Production Volume This Period" can be found under the Production Recovery menu.

The backflushed requirements in the respective reports can then be used to provide a base with which to assess the planned operational activities- whether they are questions relating to plant/labour capacity, purchasing, profit projections, or simply whether the cost base is in line with managerial expectations.    

Depending on the distinctions made with respect to multiple components of Direct Labour and Overhead for each product, Direct Labour and Overhead requirements can by themselves provide valuable insight into the activities of a business.

Provided that the financial ledger has been designed adequately to capture actual manufacturing costs, SPC's backflushed numbers enable a comprehensive analysis of performance, and of variance to standards.

c) Finished Good Inventory Control- For those businesses without inventory management software, there is a rudimentary inventory control system. Inventory movements are manually entered (Production Volumes default from “Production Volume This Period” from the Production Recovery menu); the Finished Goods Inventory Movement report show unexplained discrepancies as gains or losses.

d) What-if Analyis- SPC provides a powerful platform for what-if analysis. The Copy Product Template function in the first instance, allows for rapid replication of similar products in the database. Secondly, it allows for infinite what-if scenarios in an instant. 

The Product Costing Report sheet is not only invaluable as documentation for the Finance function but also serves as a practical tool for information sharing among managers. The report can be exported to Word.

3. Puchasing SPC- SPC is distributed by Wenyah Communications P/L, a Sydney-based financial systems consultancy. The full version of SPC is priced at AUD2,000. Customisation of the software is possible but will likely incur significant additional costs. All enquiries should be directed to:

Joe Lee

email: wenyah@optushome.com.au
