
Chapter 3 - Job Costing System

Class – Cost Accounting  

By: Dr. Khwanchat Wongjantip



Costing System

• Job costing system

• Process costing system

• Operational costing system or Hybrid costing system



Job costing system

• Products are manufactured in batches or jobs.

• Product costs are accumulated for each batch or job. When the 
job is completed, the total costs accumulated for the job are 
divided by the number of units produced to determine the average 
cost per unit. 

• Job order costing systems are not used exclusively by 
manufacturers. Many service organizations also use job order 
costing. 

• Example of job costing system – Accounting and Law firm, 
Construction firm 



Process costing system

• Companies that mass-produce similar products or employ a 
continuous production process typically use a process costing 
system. 

• All product costs for the period are accumulated and divided 
evenly over all units produced during the period.

• Example of process costing system – Coca-Cola, KFC, Clothes



Hybrid costing system

• A cost accounting system that combines features of both a job 
costing and process costing system.

• Hybrid costing is mostly used in situations where there is identical 
processing of a baseline product, as well as individual modifications that 
are made beyond the baseline level of processing. 



Comparison of Process Costing
and Job Order Costing

Job order Process

Similarities Objective To accumulate and assign manufacturing costs to products

Product cost Direct material, direct labor, manufacturing overhead

Cost Flow From raw materials to work in process to finished goods to cost 

of goods sold

Differences Production schedule Many different products 

produced, each with different 

materials, labor, and/or 

overhead requirements

Identical products produced 

over a long period, often in a 

continuous production process

Cost accumulation By job By production department

Key document Job cost sheet Department production report



Job cost sheet

• When a sales order arrives or a manager reorders an inventory 
item, the production scheduling department creates a production 
order to authorize the start of a new job. For identification and 
tracking purposes, the production order is assigned a job number. 
It also initiates the creation of a ‘job cost sheet’, which 
accumulates and summarizes all the costs incurred during the job.



Job cost sheet



Component of job cost sheet

• Customer name 

• Job number

• Job’s name

• Job description

• Number of units produced

• Date installed

• Date completed

• Direct material costs

• Direct labor costs

• Manufacturing overhead costs

• Total cost of good manufactured 

• Unit completed

• Unit cost

• Others information



Job costing system – Journal Entry

• Main components for job costing system are direct material, direct 
labor, and manufacturing overhead.

• An entity uses direct material

 Dr. คมุยอดงานระหวา่งท า (Work in process)  XXX

  Cr. คมุยอดวตัถดุิบ (Raw material control)  XXX

• An entity uses direct labor

 Dr. คมุยอดงานระหวา่งท า (Work in process)  XXX

  Cr. คมุยอดเงินเดือนและคา่แรง    XXX

  (Salary and factory payroll control) 



Job costing system – Journal Entry

• An entity uses manufacturing overhead

 Dr. คมุบอดคา่ใชจ้่ายการผลิต (Manufacturing overhead control) XXX

  Cr. คมุยอดวตัถดุิบ (Raw material control)   XXX

  (For indirect material used)

  คมุยอดเงินเดือนและคา่แรง (Salary and factory payroll control) XXX

  (For indirect labor)

  เงินสด (Cash)      XXX

  (Pay manufacturing overhead by cash)



Job costing system – Journal Entry

• An entity records related manufacturing overhead cost to job

 Dr. คมุยอดงานระหวา่งท า (Work in process)  XXX

  Cr. คมุยอดคา่ใชจ้่ายการผลิต

Manufacturing overhead control   XXX

• An entity completed production and transferred to finished goods

 Dr. สินคา้ส าเรจ็รูป (Finished goods)   XXX

  Cr. คมุยอดงานระหวา่งท า (Work in process)  XXX



Job costing system





Summary

• There are two main types of costing systems: job order costing 
system and process costing system.

• Job order costing - products are manufactured in batches or jobs. 

• Process costing – company produces mass-produce similar products 
or employ a continuous production process.

• Job cost sheet is a document used to record manufacturing costs. 
It is prepared by companies that use job order costing system to 
compute and allocate costs to products and services.
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