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ABSTRACT

Nowadays, the market capability of the drinking water industry is enormous and highly
competitive. Drinking water producers have brought plenty of strategies to maximize this market
share, especially the pricing strategy is the basic strategy for earning the market share that affects
the entire market. Producers without proper cost managing system or inaccurate pricing may
cause cumulative loss as they miscalculate the actual cost. Chiangmai Polestar (1992) Co., Ltd.,
as the leading drinking water business owner, has realized the importance of cost evaluation in
order to increase the competitive potential in the market.

The objective of this research is to find out the actual cost in the production lines so as to be
used in pricing strategy by applying “Activity-Based Costing” (ABC) system including collecting
useful data to improve the cost of production.

The scope of this research firstly began from analyzing the company’s working activities,
collecting cost-producing resources in use, identifying Resource Cost Drivers to distribute
resources to the activities, specifying cost of activity, then identifying Activity Cost Drivers,
lastly, calculating cost per unit rate and allocating cost to products.

Data collecting process was conducted by interviewing the operators, observing actual

operations including recording the operation of each department. From the interpretation, it was



found that the structure of in-plant cost could be divided into 3 components; Material Cost, Labor
Cost and Overhead Cost. Especially, the overhead cost was 44.37% out of the total cost. ABC
system enhanced the overhead-cost allocation being more accurate than the previous system,
which calculated the cost by using only the quantity of produced drinking water (liter) as the cost
driver, because in the ABC system, the working processes were divided into 17 activities and 10
cost drivers were used in cost allocation according to the actual cost behavior.

The outcome of the research found out that when comparing between the former cost system
and ABC system; among 12 total sample products, 10 products had the higher cost and 2 products
had the lower cost. When comparing ABC system to the selling price, the total cost of 4 products
was higher than the selling price. This resulted from the below-effective-capability use of the
machines. The solution to reduce the cost of these 4 products was the finding the strategies to

expand the market share so as to raise the production quantity and reduce the cost per unit



