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SUWAT MAHASUVIRACHA! : STANDARD PRODUCTION COST REVISION IN THE REFRACTORY
INDUSTRY USING ACTIVITY-BASED COSTING . THESIS ADVISOR : ASSIST, PROF. SUTHAT
RATANAKUAKANGWAN . 165 pp. ISBN 974-333-277-4 '

Since the economic crisis of Asia in Jate 1997, precise production costing became and cructal factor
for the survival of many industries. The purpose of this thesis is to improve Standard Production Costing in
Refractory Business to be more accurate by using Activity-Based Costing (ABC). ABC is a cost management
system which focuses on the activities rélated to the production output. The expenses are charged as cost for
each activity, and then combined into cost of each prdduct.

From the analysis of existing costing system, which consists of Fix Cost and Variable Cost, which
Includes Direct Raw Materlal and Variable Overhead Cost, none of the problem in caicufation of Direct Raw
Material is found. However, the calculation of Variable Overhead Cost and Fix Overhead Cost seems to have
significant variance resuited from inappropriate Cost Driver and Cost Aliocation Method. Activity-Based
Costing is applied to solve the problem. From the anaiysis, 126 activities are identified. Among these
activities, there are 93 activities related to 21 products of the factory. The next step Is {0 select Cost Drivers,
both Resource and Activity Drivers. Direct Trace is selected as Resource Drivers retrieved from high-
accuracy accggnting system. Selected Activity Drivers, which are used for allocation of the activities into Cost
Objects, includes Transaction Driver, Duration Driver and Baht-Based Driver. Then, product's Bills of Activities
are: made and Activity Cost and Activity Rate are calculated to provide production costs of 21 different
products, from different production procésses.

Production cost calculated by Activity-Based Costing is different from the conventional system. The
production costs are higher in 14 products and lower in 7 products. From the anelysis of the difference
between the fwo systems, the result sho.w'fs that Variable Overhead Cost and Fixed Qverhead Cost from
Activity-Based Costing are more accurate and explicit than the traditional system. For example, for Fireclay
Bricks, Varlable Overhead Cost is 17% lower, resulted from proper selection of Cost Driver, From appropriate
Cost Driver selection and calculation that compiies to ulilize of resources, Fixed Overhead Cost Is 85% higher
than that of traditional system,

We may conclude that the improvement of costing by using Activity-Based Costing provides more
accurate and reasonable production cost. However, please note that the sample factory has cerlain
characters that match with strength of Activity-Base Costing. It has high variety of products, different
production lines and high common cost or services department. We cannot conclude that Activity-base
Costing will provide accurate result or suitable for other industries. To select costing system, the management

should consider strength and weakness of the system, objective, investment and nature of its industry.
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