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ABSTRACT

The objective of this independent study is to guideline for cost management by
applying activity-based costing method for used-car entrepreneurs in amphur Muang, Chiang Rai.
The data used in this study is indepth interviews from 5 used-car entrepreneurs in amphur Muang
Chiang Rai and choose from the most market-needed brand in the used-car business; Toyota type
private car Soluna Vios series, Honda type private car City series, Toyota type pick-up Hilux
Vigo series, and Izusu type pick-up Hi-Lander Dmax series.

From the traditional costing method, direct material, direct labor and the expense
involve with the service of used-car business must be calculated. It used only one cost driver to
allocate expense that the average days for selling car. As far as the activity-based costing method
be calculated direct material and direct labor which is the same as the traditional costing method
but the expense involve with the service of used-car business are allocated by many cost driver
and more complicated than the traditional costing method. The Activities in this used-car business
study are 5 activities; purchasing, repairing and maintenance, storing, distribution and customer
service. The way to allocate cost is to allocate from the service of used-car business to the cost
pool and from the cost pool to products. The traditional costing method will cause of difference

compare to the activity-based costing method because the traditional costing method does not



consider the activity of each production. Thus, the traditional costing method is allocated to
product according to the volume of them which cause a few accurate costs. While the activity-
based costing method considers the activity of each product, so the cost is more accurate. Besides,
profit margin of pick-up car is higher than private car, when applied activity-base costing for the
business. Additionally the study found that value-added activity include; purchasing, distribution,
customer service is 52.49% and non-value added activity include; repairing and maintenance,
storing is 47.51%.

Applying target costing method and activity-based costing method are alternate ways
of strategic cost management to decrease cost. The entrepreneur has to manage a non-value added
activity for less or be equal to target cost. In this study, the entrepreneur chooses the way to
manage non-value added activity by activity selection in repairing and maintenance activity.
They outsourced in repairing and maintenance process with average cost 1,200.00 baht per car.
And as storing, the entrepreneur chooses activity reduction for management. There are forecast
sales to decrease the time to store car that can lessen 20% of storage cost. The profit margin of
Toyota Soluna Vios series increase from 3.29% to 3.94% and Honda City series increase from
4.57% to 4.89% but it isn’t equal to target cost 5.00%. If the entrepreneur less of all non-value
added activity, the profit margin will be more than expectant 5.00%. Also, the profit of Toyota
Hilux Vigo series and Izusu Hi-Lander Dmax series will increase from 6.69% to 7.29% and

7.28% to 7.74% subsequently.



