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Abstract
TE 150193

The objectives of the activity based costing (ABC) system for the jewelry industry
are (1) to develop activity based costing system which is appropriate to manufacturing
activities in a case study so that it will be a guidance for managing in silver jewelry
industries (2) to develop guidelines for manufacturing cost reduction, and (3) to develop
a computer programme for activity based costing calculation.

A silver jewelry factory was chosen as a case study. First, ,Ehe operational
procedures and manufacturing processes were studied. Then various activities and their
levels of production and supporting departments were identified.

The appropriate cost driver of each activity was chosen and cost drivér rates
were calculated. Finally, activity costs and product costs were. calculated. Moreover, a
computer programme for Activity Based Costing was developed.

The study shows that most proportion of cost is direct material cost of silver and
gemstones and there is no significant difference between direct labor cost and factory
overhead cost.

For cost reduction, direct labor cost and faclory overhead cost are easier to
control than direct material cost by improving performance of worker, decreasing
wasted time and eliminating inappropriate working procedures. The ABC system may
be used to control costs. Executives may also use it as a tool for general management

and production planning.



