A Practical Guide to Manufacturing Variances
in SAP 4HANA

Manufacturing variances are differences between actual and standard
costs. They can occur in any area of manufacturing, from raw materials to
finished goods. Variances can be positive or negative, and they can have a
significant impact on a company's profitability.

SAP 4HANA is a powerful ERP system that can help companies to manage
manufacturing variances. SAP 4HANA provides a variety of tools for
variance analysis and reporting. By using SAP 4HANA, companies can
quickly and easily identify variances, drill down into the details of variances,
and take corrective action.

There are four main types of manufacturing variances:
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= Material variances occur when the actual cost of materials used in
production differs from the standard cost.

= Labor variances occur when the actual cost of labor used in
production differs from the standard cost.

= Overhead variances occur when the actual cost of overhead
expenses differs from the standard cost.

= Yield variances occur when the actual quantity of finished goods
produced differs from the standard quantity.

Manufacturing variances are calculated by comparing actual costs to
standard costs. The following formulas are used to calculate each type of

variance:

= Material variance = Actual cost of materials - Standard cost of
materials

= Labor variance = Actual cost of labor - Standard cost of labor

= Overhead variance = Actual cost of overhead - Standard cost of
overhead

= Yield variance = (Actual quantity of finished goods - Standard quantity
of finished goods) * Standard cost per unit

SAP 4HANA provides a variety of tools for variance analysis and reporting.
These tools allow companies to quickly and easily identify variances, drill
down into the details of variances, and take corrective action.



The following are some of the most common variance analysis and
reporting tools in SAP 4HANA:

= Variance reports provide a summary of variances for a specific period
of time. Variance reports can be used to identify trends and patterns in
variances.

= Variance analysis allows companies to drill down into the details of
variances. Variance analysis can be used to identify the root causes of
variances.

= Corrective action plans allow companies to track and manage
corrective actions taken to address variances. Corrective action plans
can help companies to prevent variances from recurring in the future.

Manufacturing variances are a common occurrence in manufacturing. By
understanding and managing manufacturing variances, companies can
improve their profitability. SAP 4HANA provides a variety of tools for
variance analysis and reporting. By using SAP 4HANA, companies can
quickly and easily identify variances, drill down into the details of variances,
and take corrective action.
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