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Abstract

The purpose of the independent study on “Applying of Activity Based Costing System
in Manufacturing Overhead Calculating of Thai Plastic Bags Industries Company Limited” was to
apply the activity based costing system to calculate manufacturing overhead of Thai Plastic Bags
Industries Company Limited.

Thai Plastic Bags Industries Company Limited, manufacturer of plastic bags, is located
in Sampran District, Nakronpratom Province and Nikompattana Sub-District, Rayong Province.
The plant in Rayong has been promoted by the Board of Investment and its main products were
printing bag, non-printing bag and garbage bag. The organization was divided into 2 divisions of
office division and factory division. The factory division consisted of 10 departments: Production
Department- Extruding and Printing Bag, Production Department- Bag Making and Packing,
Planning and Production Control Department, Purchasing Department, Quality Control
Department, Warehouse Department, Human Resource Department, General Affair Department,
Engineering Department and Repair and Maintenance Department.

For this independent study, the author has studied the structure of the organization,
iob descriptions, interviewed department managers, interviewed and observed the factory
operator departments to conduct the data concerning activities, duration of activities working
procedures of all department of factory divisions, defined activities of each department, revised

the qualification and quantity of activities. From this study, the total activitics of the factory



division were 52 activities. After activitics of all departments were defined, the activities based
costing were then calculated by allocating manufacturing overhead cost into 3 steps: Firstly,
allocate manufacturing overhead cost from general ledger system to department, secondly cost
from department to activity and finally cost from activity to product cost.

From the study, the author found that manufacturing overhead and product cost that
used activity based cost produced different costs. Manufacturing overhead and product cost of
printing bag increased 442.69 Baht per metriton, non-printing bag decreased 564.38 Baht per
netriton and garbage bag decreased 693.91 Baht per metrion. From using activity based cost,
managers would know the details of manufacturer overhead in each department according to
activities. In the previous accounting system, there was only total cost.

In applying activity based costing, management would have manufacturing overhead
and product cost that could be used to set up sale price of 3 product types in order to match the
product cost of each product. Moreover, the data of activity based costing could also be used to
analyze the value of activity to identify which activity added value or which was non-value added
activity. The author found 4 non-value added activities such as checking product quality before
sending to the department of production department-extruding and printing had activity cost of
2,667,671.26 Baht, product quality checking before operation activity of production department-
bag making and packing had activity cost as 2,345,581,11 Baht, purchasing transaction updating
activity of purchasing department had activity cost of 449,516.52 Baht and first checking for
quality product activity of quality control department has activity cost of 389,540.41 Baht. For
these non-value added activities, management could use 4 methods by reducing or eliminating
these activities. Through activity elimination, activity reduction, activity sharing and activity
selection, if management could reduce all these non-value added activities, the company will be
reduce cost down 5,852,309.30 Baht in total and from the data of activity based costing system,
management could apply activity cost to set up annual expenses budgeting of all department

expenses.



