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Cost Management Using ABC in the Wood Products Industry

Onpawee Lertkrai' and Kanokporn Sripathomswatz*

Abstract

This research aimed to present the application of cost management system in the wood products
industry. The case study is applied Activity-Based Costing (ABC) with a product of wooden stairs group, in order to
determine the cost of production per unit which guided to cost reduction approach and compared with traditional
costing methods. The production costs comprised of direct costs and indirect costs, including overhead costs. The
factory had no appropriate cost allocation used for overhead cost because the traditional costing systems did not
comply with actual production quantities and production times. This research then applied the ABC costing system
and proposed applicable cost drivers with production activities to allocate overhead production costs. The proposed
cost system was calculated using Microsoft excel. This work started from production costs and activities
classification. The cost collection and cost evaluation systems were designed. Then, the activity value was analyzed
and the cost drivers were determined for appropriated cost allocation criteria. After the costs of activities are
calculated, the cost per unit of product calculation from the ABC cost system was compared to the traditional
system. The new model of costs is more precise. As a result, the cost was reduced by 5.98%. The results also reflect
non-value-added activities. This is important for executives to improve production efficiency and to manage

production costs.
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Cost Activity cost Direct cost
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Cost Factory Activity - based

traditional costing costing

(baht/unit) (baht/unit)

Direct material cost 3,888.87 3,888.87

Direct labor cost 397.65 366.68

Overhead cost 1,765.28 1,454.33

Product unit cost 6,051.63 5,709.88
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Activity Activity Activity Activity

Cost Total cost

Cost Cost Cost Cost

Center (Baht/unit)

level A level B level C level D
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551.52 551.52

Fouige 57.34 57.34
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nawnladununinisuszavuaieg lundas
WieIURan taziinIinIzHauaInnT TN 99
waanalua1sned 13 92 18uuImn1anasannIng sy
Tueuina efasauaziinisdsulganonssu
a3 aunanmslsulgalsc@nsan aadnay
19 a o s A
AWITOIAMIAUNUNAAN U TAAINYAAUNNVD
NN
a & AW Y o o q Y = a Y
dnnamanla deildnsudanganssudunu
1 a 2 g 9 o Yo Y a
voudaznIngsy suiludeyadidgylinuduinis
o { o {
Tumsnernsaimslasuulasmslenswensnaia
' ~ 2 A 9 a v a ' ' =
Tzinedu eduivisaadulaednlaediani
9 v == I R
M3 ldszuudunue s wtludrelumsaangiu
£ 2 i\ a Y A g’/
msldnsnernsluuaazfanssuld 9nnaaiuise
wasuudasdligarldsrenaaadldnionisle
o T 1 Y o Ay Y= °
ninensed AU deandosnun lddnywazii

2 v
nmsagl13lu Rlvenvintilunsainduivs

14

alad 34.46 34.46

MM

HAUMT 41.12 32.73 9.82 83.67

Wan

A3NAY
26.64 26.64

AUMN

Wan 39.40 121.22 160.62

ket 1,028.22 111.27 150.71 164.13 1,454.33
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