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Two general methods that manufacturing companies generally used in costing
products are: absorption costing (or full costing) and variable costing.(or direct

costing). The difference between the two methods is that absorption costing treats

as a period cost. The appropriateness of treating fixed overhead as a part of product

@

fixed manufacturing overhead as a part of product cost while variable costing treats it @
r 3

cost is the issue that has long been debated. Absorption costing is generally used fo

external financial reports in many countries.

However, the current operating environment where fixed manufacturin
e

have gained its significance and the collapses of many big companies aroN

new developments into practice.

Product Cost

Key Words: Absorption Costing (Full Costing), Variable Cosf%ot)iregt costing),
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