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A Proposal of Variable Overhead Cost Variance Analysis
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Causal Relationship Method
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[Abstract]

The purpose of this paper is to propose a new analytical method of variable overhead
cost variance when reciprocal services exist. This method uses a simultaneous equation
method, and considers multi-activities, which are quantities of output, activity levels of
production departments, activities of service departments, and quantities of service
departments cost elements. There are two methods to propose this allocation method, firstly
a causal method, secondly a sensitivity analysis method. This paper uses former method.
Although it needs many calculations, it leads suitable variances of variable overhead costs for
cost management.

Keyword : Standard Costing, Variance Analysis, Service Departmental Charge, Multiple-Based
Allocation, and Simultaneous Equation
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