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Wide-spread use of overhead absorption rates in cost planning:

Planned overheads = Current rate of overhead absorption × planned units of reference figure

Underlying assumption:

Overheads related to a specific reference figure ∼ Total units of reference figure

Assigning Costs to Products

Absorption base = Object representing a scale for attributability of overheads [currency units]

Planned overheads = Current rate of overhead absorption × planned value of absorption base

Overheads related to a specific absorption base ∼ Total value of absorption base
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