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ABSTRACT

The independent study title of "Application of Activity-Based Costing in Private
Institute” A case study of Technology Asia School, Chiang Mai Province. The objective of this
study was to study the guidelines on aI')plication of the Activity—Based Costing using the case
study of Asia Technology School, Chiang Mai Province.

This study compiled the data through interviewing the executive officers, lecturers
involved as well as the data of financial statements for the education year 2001, organization chart
and job description, also the data of classified operation. The school had undertaken instruction
on curriculums of vocational certificate and diploma levels in 10 branches, but the author studied
only two departments; mechanics and electronics.

The procedure of application of Activity-Based Costing, commenced by dividing
working units into 5 divisions according to their responsibilities which consisted of academic,
education promotion, public relations, student activities and building with accessories works,
Each academic department had designated 10 activities which consisted of teaching preparation,
theoretical, practical lab, regular meeting, skilled craftsmanship standard testing, invention
contest, examination check and evaluation, suggestion and special activity consultation, special

student activities and summery report. Next step was to compute activity costs by charging



expenditure from the general ledger, diversified to various units with the criterions of direct
charging, estimation and arbitrary allocation. After that, the expenditure was allocated from the
units to the academic branches by using the same criterions as charged to the working units. At
this step we obtained the total cost of each academic department which was then charged to the
certificate and diploma levels of each academic department. This allowed us to be aware of the total
costs of both certificate and diploma levels of each academic department. Now it was a time to
allocate the expenditure charges to the various activities of each level of the assigned academic
departments which resulted in becoming aware of various activity cost including activity costing
calculation per each unit of the cost driver.

Afier the total cost and activity cost of each level and on academic department had been
obtained, we were able to figure out the total cost of each student unit by dividing the student numbers
of each level in a certain academic department to divide into total cost and activity cost.

The result of the study allowed the administrators to know the total cost with the
proportions of the direct cost, allocation cost and depreciation for each department which were
concluded as follow: mechanics at certificate level at the costing ratio of 31:32:37; mechanics
diploma level at the costing ratio 27:33:40; electronics certificate level at the costing ratio of
33:31:36; and electronics diploma level at the costing ratio of 28:26:46 respectively. But activity
cost for each student unit of the mechanics department in certificate and diploma levels and
electronics department in diploma level would have the activity cost per each student unit almost
at the same rate by average. On the contrary, those of electronics department in diploma level
would have higher activity cost more than double of the said above, since there were less students
in this level. If the administrators were aware of all details of the costs, they could analyze which
part of costing caused less profit or loss at the end. The author presented the benefit from the
activity analysis for developing an effective performance and to increase efficiency.

This study gave suggestions to the top administrators for consideration to implement
the Activity-Based Costing system. The administration would need to hold a conference to create
understanding among all levels of personnel in order to achieve better understanding and
cooperation. But the decision to implement the Activity-Based Costing to use in the school,
consideration about the cost and benefit that would occur by implementing the Activity-Based

Costing system and whether it would cover the expenditure or not.



