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Abstract

TE164821

The objective of this industrial research project was to study the feasibility of production cost
improvement for an automotive parts manufacturing factory based on an activity based costing
system. To calculate cost, a model for the cost allocation was set up; from resources to activities,

and activities to products.

The stage of applying an activity based costing system began with setting an activity - based costing

objective, analyzing and identifying value added level for activities and costs. The second stage was
¥

to define cost driver and cost driver rate, resulting in a unit of cost per activity. Finally, the product

cost was calculated.

The research outcome reveals that to apply an activity based costing system to the factory
appropriate as there were overhead costs which could be directly allocated to products. According to
the analysis of the value level activity of sample parts, coil spring, the cost from value added to
non-value added activities could be prioritized. Value added activity cost level A is 90.69 percent
and be is 8.26 percent, Non value added activity cost level C is 1.12 percent while D is 0 percent.

These effects helped in planning, decision-making and cost management, resulting in an accurate

product cost calculation and cost reduction (by decreasing or cutting non value added activities for

the products).





