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This research was aimed to analyze logistics cost by using Activity-Based Costing
concept and to propose logistics cost reduction guidelines for an abrasive paper factory. The 5
steps had been implemented: to analyze all logistics activities and classify those activities; to
analyze cost drivers; to gather actual cost occurred; to calculate logistics cost; and to calculate
cost per unit. The activities have been classified into 6 major activities and 50 minor activities.
The result told how much the cost of each activity was. From the result of this case, we found that
the portion of logistics cost is 9.60% of sales amount.

The result of ranking the importance of activities by using Pareto Chart found that the
activities which had maximum cost amount more than 80% of total amount were Traffic and
Transportation activities and Packaging activities. Therefore, the most important guidelines to
reduce logistics cost were to reduce transportation cost and packaging materials cost, by price
negotiating with suppliers and sourcing for the new service providers and new suppliers for price
competitive advantage. The results and the guidelines can be used to assist management to make

decision for logistics management and to set up strategies to reduce logistics cost.





