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The objective of this thesis is to analysis the activity based costing of distribution and
transport management at a distribution center. This study used real operational data to find
a relationship between activities and operation costs.

The operation expenses in the study were collected from January — December 2005.
The monthly average expenses are used in a cost allocation to each activity center. . The
allocation costs are classified in two categories which are cost of human resources and cost
of physical resources. Cost of human resources use a proportion of working hours as an
activity driver to allocate the activity costs. Where as cost of physical resources use the
consumption rate of each resource as a resource driver to allocate the activity costs. Both
activities will then be combined and sorted out to related activity center.

From this study, there are 3 main activities ffom the total of 17 activity centers which
consume half of the operation cost in this distribution center. These activities are put-away &
storage, warehouse management, and dispatching preparation. The major costs within a
put-away & storage activity are building depreciation and pallet rental cost. As for a
warehouse management activity, the cost mainly comes from wages and salary of manager
positions. Most of the dispatching preparation cost also comes from a building depreciation
and a reach-truck rental cost. To reduce the depreciation cost will be difficult sinée fix
assets could not be terminated in a short term. Therefore, management should find the way
to reduce other costs such as renegotiate rental cost of pallet and reach-truck or consider

give more responsibilities to manager positions if needed.





