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Cost and Expenses
Types of costs
Cost is an essential aspect of the business world since it is through that a transaction can be facilitated. For one to be in a position to transact, he or she should know the cost of an item or commodity. There are different types of costs that can help an individual accomplish specific tasks such as producing cabinets. There is direct cost items encompass all costs that are necessary for the production of a product. The cost includes labor, expense, material, and distribution costs. This cost can easily be traced to a product, project, or department since it is direct. For instance, when wanting to produce different types of cabinets and a worker spends eight hours making these cabinets, then the direct cost associated with the cabinets is wages paid to the workers and the cost of material involved in making the cabinets.  
Indirect cost is another one that incorporates the expenses that are unrelated to the production of an item or rendering of a service. These costs cannot be easily traced to a department, activity, product, or project. For example, when making the different cabinets, the direct cost associated with each cabinet includes wood used. However, the electricity used to power the crosscut saw blade, and the drilling jig machine is regarded as an indirect cost since it is used in making all the products in the workshop. When the bill for electricity comes, no product can be traced to it. 
Operation costs encompass the costs that are incurred in the day-to-day running of business activities and cannot be traced back to one product just as it is with indirect costs, but they are classified separately. Operating costs can either be fixed or variable depending on the activity, and the terms stipulated. They are costs tied to the actual production; for instance, machines' utilities can be classified as operation costs in the workshop. 
Variable cost will also be factored in during the making of the cabinets. The variable cost is the cost that always fluctuates as the production output level changes. The variation in cost is dependent on the number of products that is produced (BBA/MANTRA, 2019). When the volume of production increases, variable cost also increases and decreases when production volume falls. Thus, if the output doubles, the variable costs doubles; if halved, the variable costs would halve, and if the output is zero, then no variable costs would be incurred. For instance, when making the cabinets, I will be paying my workers daily based on the number of cabinets made. Completing a cabinet will have a price attached to it, and thus if the worker manages to finish the cabinet, he or she gets paid. No cabinet made implies no pay for the day. 
Fixed costs are not dependent on the volume of goods or services produced by a company over a short term. For instance, I will need to hire a crosscut saw blade machine and drilling jig machine for eight months in making the cabinets. I will be required to pay $ 50 per month to cover the lease's cost regardless of the number of cabinets I will be producing monthly. The lease payment is a fixed cost, and it cannot be changed. 
Besides the types of costs related to producing the different types of cabinets, some expenses will be associated with the manufacturing of the cabinets. They include the cost of goods sold (COGS), operating expenses, extraordinary, finance, and non-operating expenses. In making different types of cabinet, I need to acquire raw materials such as wood and turn them into finished products. This expense doesn't include any administrative and selling costs that the whole company incurs. Operating expense encompasses all the expenses related to the selling of goods and services and they include advertising, sale, and salaries, among other aspects. For the non-operating expenses, they involve the costs that can be linked back to the re-incurred in operations. For instance, the interest expense that I will be paying for the loan that I was granted to help me complete my cabinet project. Extraordinary expenses, even though they do not relate to the making of my cabinets, but they are worth mentioning. They are costs that are incurred for large one-time actions outside a company's everyday operations. 
Cost Accounting methods
Product costing always works best for businesses that do not have modern manufacturing facilities. The method involves determining the expenses of business pertaining to the creation of new products. The costs include workers' wages, raw material purchases, retail stocking fees, transportation, and production costs. The incorporation of product cost is vital in any business since it provides one with the overall costs needed to plan a variety of strategies aimed at accomplishing business goals. In my cabinet division business, the product costing method will be helpful since it will help me find ways of streamlining the production costs, thereby maximizing profits (Lister, 2018). For instance, I will opt to use cost-effective raw materials, thereby increasing my profit margin from retail sales by lowering the cost incurred in production. With regard to the wages of workers who will help in the making of cabinets, product costing will help me have an overview of the amount I will pay the workers without incurring loss or raising the rate of expenditure. The method will also help me set targets and the timeline to make the cabinets and thus risk not infringing on my profits and using them to run the business. 
Based on three costing methods, activity-based costing (ABC) will best suit my cabinet business. The ABC method is an upgraded method to the two traditional costing techniques widely used by many companies just a century ago. These traditional methods are used to classify costs such as labor, direct materials, and other overheads. In this method, all the costs are associated with a single manufacturing task regardless of the categories they fall under. The benefit of this method to my cabinet business is that it will help me keep track of the costly tasks versus those that add value (EduPristine, 2017). It also does indicate the disproportionate amount of funds being spent on low-value activities and the need to institute change if possible. By keeping track of the tasks, I will establish and monitor performance measures that will form a baseline in my financial forecasting. Business is always about the instance and staying in the present while focusing on the future. The ABC method offers such suitability, it captures the current cost of performing any activity, and through that, it will enable me to plan for my present and future business activities as far as making cabinets is concerned. Compared to other costing methods, ABC is accurate, and this may make one even forget about the costly aspect of the method. 
Applying the other two methods in my cabinet making business may be difficult due to various reasons. For instance, in job order costing, the method is suited for large projects, and as such, a lot of resources that I am not in a position to get is required to incorporate in a business. With process costing, my cabinet making business is still small, and it doesn't have various departments, which gives me no reason to incorporate the method. The method is costly, especially when doing small businesses such as making cabinets on a small scale.  
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