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Beginners Guide to Unit Costing

Why?1

What is it?

Developing unit costs.

2

3

MOD.A 2016 3

Developing unit costs.

Resources and tools.
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Why?
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Person-centred / individual funding:

• Removes certainty of demand.

• Prescribes price.
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• Prescribes price.

• Forces providers to be clear about the services 

offered.

• Impacts working capital.

= You need to know your apples (numbers).



x
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What is unit costing?

• An accounting exercise to calculate the full cost 

of providing a unit of service.

– Identifies activities of the organisation.

– Understands the organisation’s service-

delivery and overhead / corporate costs.
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delivery and overhead / corporate costs.

– Allocates costs against activities / units of 

service.



Developing unit costs 

• Understand direct / indirect costs and 

fixed / variable costs.

• There are various (free) tools available to help 

undertake a unit costing exercise.
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undertake a unit costing exercise.

• You can use specialist software or a 

spreadsheet.

• The tool is less important than your thinking / 

knowledge.



Developing unit costs 
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Developing unit costs 
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Developing unit costs 

Component Cost Direct / Indirect Fixed / Variable

? ? ? ?

? ? ? ?

? ? ? ?
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? ? ? ?

? ? ? ?
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Resources

NDS Industry Development Fund toolbox

http://www.idfnsw.org.au/idf-toolbox

Curtin / NDS Costing & Pricing Learning Program

http://www.cplp.nds.org.au/

MOD.A 2016 18

ADHC unit costing tools

http://www.adhc.nsw.gov.au/sp/sector_reform/financial_management/c
osting-your-services

ADHC cashflow management tools

http://www.adhc.nsw.gov.au/sp/sector_reform/financial_management/m
anaging-your-cash-flow
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In conclusion…

• Know your apples:

– Understand all the components of service 

activities and overhead / corporate costs.

– Calculate the cost of each.
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– Calculate the cost of each.

– Determine unit cost for each service.

– Compare to NDIA price guide.

– Identify gaps and reduce.



Thank You!
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