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· [image: ]Fixed Cost in Totality Remains the Same.
· e.g.:- Factory Rent is a Fixed Cost (Period Cost) i.e. whether there will be a Production of 1 unit or 1000 units, the Rent is Fixed. So Fixed Cost have less importance in decision making..
· Variable Cost in Totality Changes but Variable Cost per unit remains same.
· e.g.:- If Variable Cost per unit is ₹ 5 (variable cost p.u. remains same)
Then for 1 unit Variable Cost = 1 unit x ₹ 5 p.u. = ₹ 5 for 10 units Variable Cost = 10 units x ₹ 5 p.u. = ₹ 50 for 50 units Variable Cost = 50 units x ₹ 5 p.u. = ₹ 250










· [image: ]Sales in Totality Changes but Sales per unit remains same.
· Variable Cost in Totality changes with extra units produced. If Units produced increases then Variable Cost in Totality also increases and vice versa. But Variable Cost per unit will remains same. Thus, Variable Cost have more importance in decision making.
· That is why Marginal Costing is affected by Variable Cost itself which is important for decision making.








· What is Marginal Costing ?:- Marginal Costing is The Ascertainment of Marginal Cost by Differentiating between Fixed Costs and Variable Cost.
· Marginal Costing is also the Ascertainment of the Effect on Profit due to changes in the Volume and Type of Output.
· Therefore, In Marginal Costing Only Variable Costs are Considered for Product Costing and Inventory Valuation.
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» Sales in Totality Changes but Sales per unit remains same.

» Variable Cost in Totality changes with extra units produced.
If Units produced increases then Variable Cost in Totality also
increases and vice versa. But Variable Cost per unit will

remains same. Thus, Variable Cost have more importance in
decision making.

» That is why Marginal Costing is affected by Variable Cost
itself which is important for decision making.
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“* What is Marginal Costing ?:- Marginal Costing is The

Ascertainment of Marginal Cost by Differentiating
between Fixed Costs and Variable Cost.

v Marginal Costing is also the Ascertainment of the
Effect on Profit due to changes in the Volume and
Type of Output.

v Therefore, In Marginal Costing Only Variable Costs
are Considered for Product Costing and Inventory
Valuation.
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* Marginal Cost means Cost of Producing an Additional Unit (cost of

producing one extra unit).
v e.g.:- Cost of Producing 100 Units = X 1000
Cost of Producing 101 Units =X 1100

Marginal Cost =%100
«* Cost Consist with:-
A) Variable Cost (Product Cost) B) Fixed Cost (Period Cost)
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» Fixed Cost in Totality Remains the Same.

v e.g.:- Factory Rent is a Fixed Cost (Period Cost) i.e. whether there will
be a Production of 1 unit or 1000 units, the Rent is Fixed. So Fixed
Cost have less importance in decision making..

» Variable Cost in Totality Changes but Variable Cost per unit remains
same.

v e.g.:- If Variable Cost per unit is 5 (variable cost p.u. remains same)
Then for 1 unit Variable Cost = 1 unitx XS p.u. =X5
for 10 units Variable Cost = 10 units x X5 p.u. =X 50
for S0 units Variable Cost = 50 units x X 5 p.u. = X250




