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ABSTRACT

The objective of this study was to develop a cost reduction guideline using activity based
costing systemn for a particular company—Thai Cosmos Foods Limited. Data was collected from
the corporate information which are from worker’s job description, executive and interview of
supervisors and employees in the production department, and employees performance observation
in the production department. The Production Department is separate into 6 divisions; which are
selecting raw materials division, Air Dried process division, Freeze Dried (freeze raw material
before drying process) division, Individual Quick Frozen division, selecting additional products,
and maintenance.

After analyzing each major process carefully, we found that Thai Cosmos Food Limited
has 110 activities. Many of them have some degree of similarity in term of production and
purpose. Therefore, the similar ones were combined into cluster and the number of distinctive
activities drop down to 50. Base on our analysis, there are 31 value added and 19 non-value
added activities.

This study mainly focused on Freeze Dried division of the operation. Since this part of
the process is responsible for the large proportion of products productivity and produces most of
the company main incomes. There for the study of calculate Activity Based Costing was used
implemented and process steps were followed. The steps start from identify activity, cost driver
for an individual activities, determine whether the activity is value-added activity and non value-

added activity, then assign resource cost from accounts and separated to each activities, assign




costs into including, calculate cost per driver from Freeze Dried process. From the study of this
division, there are generated 16 activities which include 11 valued-added activities and 5 non
value-added activities. There are 30,828,239.92 Baht which were costs generated from the Freeze
Dried process.The amount of value-added were 24,632,954.79 Baht and non value-added
activities were 6,195,385.13 Baht. If the company can eliminate or reduce all non value-added
activities, the company could cut the cost of production by estimate 20 percent. The data that use
in calculated cost activity can be use as the base calculation to determine cost transfer from the
Freeze Dried process to the cost of production Food Preservative products.

The result of this study, the managers or anyone whom responsible in decision making
can use this information to increase efficiency of the operation by Activity Management to reduce

cost of production.



