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	Abstract 
Purpose – Determining the cost of production is the most important thing in running a business so that the business runs smoothly. Apart from that, it is supported by tight competition between MSMEs in producing products at low prices so it is necessary to calculate the cost of production so that the products produced are valued commensurate with quality and labor. which has been issued. This research aims to find out how to calculate the cost of production to determine the selling price of sweet bread by Ars Cakery.
Design/methodology/approach – The research object is Ars Cakery which is located at Jl Lintas Sekayu-Lubuk Linggau, in front of RM Sari Bundo next to Indomaret Kampung Babat, Babat Toman District, Musi Banyuasin Regency, South Sumatra Province. The research method used by the author is descriptive analysis. The data used are primary and secondary data. Primary data was obtained by conducting interviews with the owners of the targeted MSMEs. Secondary data was obtained from reading literature regarding the calculation of the cost of production.
Findings – The results of this research state that Ars Cakery determines the selling price at IDR 30,000 per portion. By using the full costing method with a selling price of IDR 30,000, Ars Cakery still makes a profit that can be categorized as quite temporary, even though there was a decline in April due to the effects of the Eid homecoming flow. However, Ars Cakery strives to improve quality and quality at prices that do not strangle consumers.
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INTRODUCTION 

The rapid progress of economic growth in developing countries (Indonesia) encourages fierce competition for business actors. Because of this, it is crucial for business actors to ensure accurate cost and selling prices. Business actors need to understand in detail the direct cost of raw materials, direct labor costs, and factory overhead costs when determining the selling price to customers. Every individual has a goal to achieve maximum profit. According to Firdaus et al. (in Raharja, 2019), cost accounting is part of the financial discipline, focusing on certainty and cost control . According to Mulyadi (in Raharja, 2019), cost accounting involves recording, classifying, summarizing, and presenting costs in the production and sale of products or services in accordance with applicable regulations.
Ars Cakery is a micro, small, and medium enterprise (MSME) unit operating in Babat Village, South Sumatra Province. Ars Cakery is engaged in the culinary industry. The processing of raw materials such as flour, water, eggs, yeast, milk, and other ingredients is an essential part of the production stage. To determine the selling price of production, Ars Cakery needs to calculate the cost of production. Unfortunately, until now, Ars Cakery has not listed the products that have been issued, especially in the overall production process in the manufacture of products that have been marketed. As a result, there is a high possibility of inaccuracies in the amount of HPP and the selling price that will be given to customers. Researchers are interested in understanding more about how Ars Cakery sets the cost of production.
Cost accounting combines two words: 'accounting' and 'cost'. 'Accounting' refers to the technique of recording, classifying, and presenting financial data to reports and interpretations. Meanwhile, 'cost' refers to the sacrifices that occur when assets decrease and liabilities increase in the production process, measured in financial units (Baru & Tukino, 2020). Cost accounting aims to inform useful costs aimed at management for the process of planning, controlling, and taking actions based on certainty for future needs. Therefore, classification in cost accounting is very important (Purwaji, Wibowo, & Muslim, 2023).
Production costs, according to Supriyono (in Raharja, 2019), include the associated costs along with the benefits of production or making basic materials into ready-to-use products. Hansen and Mowen (in Rozi & Shuwiyandi, 2022) define production costs as all expenditures that include the production stage and the provision of services in the form of service. According to Mulyadi (2013:14) (in Rozi & Shuwiyandi, 2022), production costs are a type of expenditure that arises at the stage of processing basic materials into ready-to-use products for marketing. Mulyadi also mentioned (in Johannes et al., 2018) that there are two methods of collecting the cost of production.

Full Costing Method
A way to set the production burden by offsetting it as a full cost covers all components of production costs, both variable costs, fixed costs that include raw materials, direct labor, as well as factory overhead. This method is of course helpful when overcosting and undercosting occur. In using this method to determine HPP, it is highly expected to make it easier in manufactured products (Rozi & Shuwiyandi, 2022). The following is an overview of the calculation with the full costing method.

Direct raw material cost	Xxx
Direct labor costs	Xxx
Fixed factory overhead costs	Xxx
Variable plant overhead costs	Xxx
Cost of production	Xxx



Variable Costing Method
A way to set the HPP includes only variable production costs: raw materials, direct labor, as well as variable plant overhead. (Rozi & Shuwiyandi, 2022) According to Respti (in Rozi & Shuwiyandi, 2022), the purpose of HPP information is to ensure product selling prices, control the realization of production expenses, calculate periodic profit losses, and certify the cost of finished product inventory. There are several methods in determining the selling price of a product, these methods can be applied perfectly depending on the type of business to be operated. According to Wagiyo (2019) (in Rozi & Shuwiyandi, 2022). The following is an overview of the calculation using  the variable costing method.
Direct raw material costs Direct labor costs Overhead costs of vairable factories
Cost of production
Xxx
xxx xxx
Xxx


Gross margin pricing
This method is suitable for all types of trading companies, the way to implement Gross margin pricing is by setting the percentage of a product that exceeds the price of the product purchased, called "Mark On Percentage" or markup.

Direct cost pricing
Suitable for products with high sales absorption and then sold in different markets without damaging the free market. This method is called 'Marginal Income Pricing' because it only considers costs that are proportional to marketing capacity, thus creating marginal income. In this case, the company determines the selling price based on the desired marginal revenue or expected profit. This method considers marginal costs and revenues to determine the price of the product. The higher the desired marginal income, the higher the selling price set by the company.

Return on Capital Employed Pricing
This method uses the percentage of profit in determining  the desired employed capital, such as capital that is considered to have an important role in producing a product.

Cost-Plus Pricing
The way to determine the selling price by adding profits and expectations is higher than production and marketing costs in the future. There are two cost approaches in this method, namely: the full costing  approach and  the variable costing approach. It is generally used in determining the selling price of an item by adding markup to the COGS. Markup is a reduction in the selling price with COGS. Markup is generally a percentage of the cost of a product. This method is called cost-plus pricing because the markup percentage  that is set previously is then included in the cost price as the basis for determining the selling price of the product being marketed.
According to Dewi and Kristanto (in Aceh & Bahri, 2019) the selling price of production includes all expenses that are used in the production stage to make the finished product sold to customers. The cost of production is divided into three main components, namely: 

Direct Material
Raw material costs include all necessary and inseparable expenses of a finished material product including costs and deductions for purchasing materials, transportation and storage costs, etc. (Nur Cahyani, 2019). As an illustration, all the raw materials used by Ars Cakery are wheat flour, yeast, milk, water, and butter.

Direct Labor
It covers all labor costs which are included in the stage of processing raw materials into finished products or products for sale (Nur Cahyani, 2019). Examples of direct labor at Ars Cakery are employees with daily and monthly wages. 

Factory Overhead 
It covers all expenses other than acquisition costs, direct raw material costs, and direct wages (Nur Cahyani, 2019). Illustration of factory overhead costs at Ars Cakery:
1. Auxiliary materials: water that is not obtained through cash production
2. Electricity costs
3. Fuel costs

Function of Cost of Production
According to Mulyadi (in Sylvia, 2018) HPP has several roles that are no less important, namely:
1. Cost of goods as a selling price
2. Cost of goods as the basis for determining profit
3. Cost as the basis for efficiency assessment
4. Cost as the basis for management decision-making

Previous Research
Facrul Rozi, Kristanto Shuwiyandi (2022), aims to know how to determine the selling price of a product from the cost of production. The object of the research is PT. Rodjo Abadi's taste allocated in the District. Pedurungan Lor, Semarang City, Central Java. The author utilizes a descriptive analysis method by using the determination of production prices with costing variables and selling prices using the cost plus pricing method. The results of this study show that companies in determining selling prices use  the cast plus pricing  method through variables, the costing approach can be simplified by obtaining decisions, especially in determining selling prices.
Thelbic Lasut (2015), the production cost of RM Ragey Poppy can be known through the profits obtained, as well as knowing the many ways in the return on capital  process that RM Ragey Poppy has incurred. Therefore, culinary industry businesses cannot be separated from profits and return on capital. The author utilizes a descriptive method with a qualitative approach to calculate the HPP and the collection of costs that have been incurred. From the results of the analysis, it can be seen that RM Rogey Poppy has experienced financial stability so that he gets maximum results. The costs that have been incurred are used as one of the calculation elements to form the HPP until the determination of the selling price.
Ruthia Bahri, Rahmawaty (2019), analyzed the determination of HPP using the full costing method and variable costing and to obtain information about the selling price difference between the two presented by MSMEs in the jerky management industry in Banda Aceh and based on the results of the cost plus pricing method. This type of research is a descriptive analysis, based on certain criteria including 3 MSMEs as the research sample. This study reveals that the production cost calculated by utilizing the full costing  method is higher than the variable costing. In addition, the results of the use of this method show the difference between the selling price of jerky products determined by MSMEs and the selling price obtained using  the selling price method.

RESEARCH METHOD

The type of research used is a qualitative descriptive by utilizing the calculation of the formula for determining the cost of goods in full costing. The data sources used in this study are primary and secondary data. The data analysis technique uses a descriptive analysis method. The time span of research is April to June 2024, which took place at Ars Cakery, Babat Village, Babat Toman District, Musi Banyuasin Regency, South Sumatra Province. The data source is obtained by the author from direct interviews with Ars Cakery owners (primary data) and data obtained by researchers from journals, books, and the internet (secondary data).

DISCUSSION

Determination of Product Cost and Selling Price
Looking at the various aspects of production costs, Ars Cakery applies the full costing method in determining the HPP. These costs are included in the calculation of production costs which include raw material costs, direct labor costs, and factory overhead costs.

Raw Material Cost
This fee is to buy staples that will be used for the production of Ars Cakery such as wheat flour, yeast, sugar, milk, eggs, butter, jam, and others. The following is a table for January 2024 to April 2024.

Table 1. Costs for the purchase of raw materials for Ars Cakery
	Raw Material Cost

	Month
	Cost

	January 2024
	IDR 4,403,000

	February 2024
	IDR 3,145,000

	March 2024
	IDR 6,785,000

	April 2024
	IDR 5,780,000

	TOTAL
	IDR 20,113,000


Source: Ars Cakery Financial Report
Labor Costs
At this stage, the calculation for labor costs includes waiters and baker assistants.

Table 2. Direct Labor Cost per Month Ars Cakery
	Direct Labor Costs

	Servant
	IDR 750,000

	Assistant baker
	IDR 900,000

	TOTAL
	IDR 1,650,000


Source: Ars Cakery Financial Report

Overhead Cost
The overhead costs incurred by Ars Cakery are in the form of electricity costs, fuel costs, and others.

Table 3. Ars Cakery Overhead  Costs
	Overhead Costs

	Moon
	Cost

	January 2024
	IDR 300,500

	February 2024
	IDR 356,500

	March 2024
	IDR 665,800

	April 2024
	IDR 506,500

	TOTAL
	IDR 1.82.300


Source: Ars Cakery Financial Report

Table 4. Ars Cakery Production Cost during January 2024-April 2024
	Production cost (month)
	January 2024
	February 2024
	March 2024
	April 2024

	Material Cost
Reciprocally
	IDR 4,403,000
	IDR 3,145,000
	IDR 6,785,000
	IDR 5,780,000

	Labor Costs
Immediately
	IDR 1,650,000
	IDR 1,650,000
	IDR 1,650,000
	IDR 1,650,000

	Overhead Cost
	IDR 300,500
	IDR 356,500
	IDR 665,800
	IDR 506,500

	Total HPP
	IDR 6,353,500
	IDR 5,151,500
	IDR 9,100,800
	IDR 7,936,500


Source : Ars Cakery Financial Report

Table 5. Cost of Production, Revenue, and Profit for Ars Cakery (January-April 2024)
	Month
	HPP
	Sum
	Profit

	
	
	Portion
	Nominal
	

	January
	IDR 6,353,500
	300
	IDR 9,000,000
	IDR 2,646,500

	February
	IDR 5,151,500
	250
	IDR 7,500,000
	IDR 2,348,500

	March
	IDR 9,100,800
	650
	IDR 19,500,000
	IDR 10,399,200

	April
	IDR 7,936,500
	400
	IDR 12,000,000
	IDR 4,063,500


Source: Data processed, 2024

The following is the calculation of the cost of production produced by Ars Cakery for each production.

Table 4. Detailed Calculation of Raw Material, Labor, and Overhead Costs for Ars Cakery
	Information
	Sum

	Initial raw material supply
	
	IDR
	300.000,00
	

	Purchase of raw materials
	IDR 200,000.00
	
	

	Transportation costs
	IDR
	5.000,00
	
	

	
	IDR 205,000.00
	
	

	Net raw material purchase amount
	
	IDR
	205.000,00
	

	Final raw material inventory
	
	IDR
	505.000,00
	

	Raw material usage
	
	
	IDR 300,000.00

	Direct labor costs
	
	
	IDR 55,000.00

	Factory overheader costs
	
	
	IDR 11,000.00

	Total production costs
	
	
	IDR 366,000.00

	
	
	
	


Source: Data processed, 2024

Calculation of selling price for Ars Cakery sweet bread:

Table 4. Calculation of Selling Price for Ars Cakery
	Production cost per kg
	=
	IDR 366,000/3kg

	
	=
	IDR 122,000

	Selling price per kg
	=
	Product cost per kg + mark up percentage

	
	=
	IDR 122,000 + (IDR 122,000 x 30%)

	
	=
	IDR 158,600/kg


Source: data processed, 2024

Based on the data above, Ars Cakery makes estimates and calculations to determine the selling price by adding  a 30% mark up, obtaining a cost of production of Rp 158,600/kg, in 1 kg of dough can produce around 50-52 pcs of sweet bread, Ars Cakery sells the sweet bread at a price of Rp 5,000/pcs in 1kg of bread dough if sold produces revenue of Rp 260,000 with a net profit of Rp 101,400/kg. Ars Cakery uses the cost of production as a peg to determine the price of a product. Determine the HPP by the full costing  method by taking into account the cost of raw materials, direct labor costs, and factory overhead costs, with this method Ars Cakery can get sales of 650 servings/month with a total revenue of RP 19,500,000 and earned a profit of IDR 10,399,200.
The increase in funding experienced by Ars Cakery is supported at the same time as the holy month of Ramadan so that in March 2024 there will be a drastic increase, there will be a decrease in April 2024 because conditions have begun to normalize and are influenced by the flow of Eid al-Fitr 2024 homecoming so that it is recorded to sell 400 portions with RP income 12,000,000 and get a profit of IDR 4,063,500.
From the results of the author's analysis, Ars Cakery sets a price of IDR 30,000 per serving. Judging from the increase in the price of raw materials in the market, the quality of materials, packaging, and other prints used by Ars Cakery is quite appropriate in determining the selling price, but it must be reconsidered when there are unexpected conditions such as the price of raw materials soaring again, an increase in employee income/salaries and other obstacles that cannot be predicted.

CONCLUSION

Ars Cakery determines a selling price of IDR 30,000 per portion using the full costing  method, Ars Cakery still gets a profit that can be categorized as sufficient for a while, even though there was a decrease in April due to the effect of the Eid homecoming flow. However, Ars Cakery is committed to improving quality and quality at prices that do not suffocate consumers.
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