Standard Costing: Additional Practice Solutions

Q1: 
The correct answer is D
Direct Labour Rate Variance = (Actual Hours x Std. Rate) – (Actual Hours x Actual rate) = (1,800 x £9 ph) – (£17,100) = £900 A
What exactly caused this variance?
The £900 loss of profit was caused by the staff being paid an average of £9.50 per hour (=£17,100 / 
1,800) compared to the standard labour rate of £9.00 per hour.


Q2
The correct answer is B
Direct Labour Efficiency Variance = (Std. Hours x Std. Rate) – (Actual Hours x Std. Rate) = (6,000 x 0.25 x £9 ph) – (1,800 x £9 ph) = £13,500 - £16,200 = £2,700 A
What exactly caused this variance?
The £2,700 loss of profit was caused by 1,800 hours of direct labour being required, compared to the
1,500 hours expected according to the standard cost (=6,000 x 0.25 hours).

Q3
The correct answer is B
Direct Materials Price Variance = (Actual Qty. x Std. Price) – (Actual Qty. x Actual Price) = (2,800 Kg x 
£1.80 / Kg) – (£5,180) = £140 A
What exactly caused this variance?
The £140 loss of profit was caused by the wool being purchased at an average price of £1.85 per Kg 
(=£5,180 / 2,800 Kg), compared to the standard cost of £1.80 per Kg

Q4
The correct answer is A
Direct Material Quantity Variance = (Std. Qty. x Std. Price) – (Actual Qty. x Std. Price) = (6,000 x 0.5 Kg x £1.80 / Kg) – (2,800 Kg x £1.80 / Kg) = £5,400 - £5,040 = £360 F
What exactly caused this variance?
The £360 additional profit was caused by only using 2,800 Kg of wool compared to the 3,000 Kg 
predicted by the standard cost (=6,000 x 0.5 Kg)




