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Unveiling the Power of Activity Based Costing
for Accounting Concepts

Traditional accounting methods often fall short in accurately reflecting the
true cost of products and services in today's complex business environments.
This is where Activity Based Costing (ABC) emerges as a powerful methodology,
offering a more precise and insightful approach to understanding cost
allocation. By focusing on the activities that drive costs, ABC provides a
granular view that transcends the limitations of volume-based costing. This
comprehensive guide delves deep into activity based costing, exploring its
fundamental accounting concepts, the critical role of cost drivers, and the
practical steps for implementation. We will unpack the significant benefits,
acknowledge the inherent challenges, and illustrate its application across
various industries with illuminating case studies. Prepare to gain a robust
understanding of how activity based costing can revolutionize your accounting
practices and inform strategic decision-making.



Introduction to Activity Based Costing (ABC)

Activity Based Costing (ABC) represents a significant evolution in cost
accounting, moving beyond traditional methods that often oversimplify cost
allocation. At its core, ABC recognizes that products and services consume
activities, and it is these activities, rather than simply production volume,
that ultimately drive costs. This approach is particularly vital in
businesses with diverse product lines, complex manufacturing processes, or
significant indirect costs. By identifying the specific activities required
to produce a good or deliver a service, and then tracing the costs associated
with those activities, ABC offers a far more accurate picture of true product
profitability and operational efficiency. Understanding activity based
costing for accounting concepts means grasping this shift in perspective —
from treating overhead as a lump sum to dissecting it into meaningful, cost-
generating actions.

What is Activity Based Costing?

Activity Based Costing is a costing methodology that identifies the
activities in an organization and assigns the cost of each activity to all
products and services according to the actual consumption by each. It’s a
system that measures the cost of resources used in performing specific
activities and then assigns these costs to cost objects (products, services,
customers, etc.) based on the consumption of those activities. Unlike
traditional costing, which often allocates overhead based on a single,
volume-driven measure like direct labor hours or machine hours, ABC
recognizes that many indirect costs are not directly related to production
volume. Instead, they are driven by the variety and complexity of activities
undertaken.

The Need for Activity Based Costing

The business landscape has transformed dramatically. Globalization, increased
product variety, complex distribution channels, and a rise in service-based
economies have rendered traditional costing systems increasingly inadequate.
These older systems often lead to inaccurate product costing, where high-
volume, low-complexity products are subsidized by low-volume, high-complexity
products. This can result in flawed pricing decisions, misguided product
development strategies, and a poor understanding of true customer
profitability. Activity Based Costing addresses these shortcomings by
providing a more refined and accurate cost allocation mechanism, enabling
better management decisions, improved customer focus, and enhanced
operational efficiency.



Understanding Traditional Costing vs. ABC

The divergence between traditional costing methods and Activity Based Costing
is a fundamental concept for anyone seeking to understand cost management.
Traditional costing systems, often rooted in manufacturing environments of
the past, rely on a simplified approach to allocating overhead. ABC, in
contrast, embraces a more sophisticated and nuanced view of how costs are
incurred. This comparison is crucial for appreciating the value proposition
of ABC.

Traditional Costing: The Volume-Based Approach

Traditional costing systems typically allocate manufacturing overhead to
products using a single, plant-wide overhead rate or departmental rates. This
rate is usually based on a measure of production volume, such as direct labor
hours, direct labor costs, machine hours, or units produced. The logic is
that the more a product consumes these direct inputs, the more overhead it
should absorb. While this method is straightforward and easy to implement, it
suffers from a critical flaw: it assumes that all overhead costs are driven
by production volume alone. This assumption breaks down in modern businesses
where a significant portion of overhead is driven by factors unrelated to
direct labor or machine time, such as product design, customer service, order
processing, and quality control.

Activity Based Costing: The Activity-Driven Approach

Activity Based Costing fundamentally shifts the focus from volume to
activities. It begins by identifying all significant activities performed
within an organization. These activities can range from machine setup,
material handling, and quality inspections to order processing, customer
support, and product design. For each activity, a cost pool is created, and
the total costs associated with that activity are accumulated. The next
critical step involves identifying the "cost driver" for each activity — the
factor that causes the activity to occur and consume resources. For example,
the cost driver for machine setups might be the number of setups, while the
driver for order processing might be the number of orders.

Key Differences and Implications

The core difference lies in the basis of allocation. Traditional costing uses
broad volume measures, while ABC uses specific activities and their drivers.
This leads to several critical implications:



e Accuracy: ABC provides a more accurate reflection of product costs,
especially in environments with diverse product portfolios and high
indirect costs.

e Insight: ABC offers deeper insights into which activities are the most
costly and how they relate to specific products or customers.

* Decision Making: More accurate costing leads to better pricing
decisions, more informed product mix strategies, and a clearer
understanding of profitability by customer or market segment.

e Process Improvement: By highlighting costly activities, ABC can identify
opportunities for process improvement and cost reduction.

For example, consider a company producing two products: Product A, which is
high volume and simple, and Product B, which is low volume and complex. A
traditional costing system might allocate overhead based on direct labor
hours. If Product A uses significantly more direct labor hours than Product
B, it will absorb a proportionally larger share of overhead, even if Product
B requires more complex setups, more quality checks, and more customer
support. Under ABC, the costs associated with setups, quality checks, and
customer support would be traced to Product B based on their respective
drivers, likely revealing that Product B is far more costly to produce and
support than the traditional system indicated.

Key Accounting Concepts in Activity Based
Costing

Activity Based Costing is built upon several fundamental accounting concepts
that distinguish it from more traditional methods. Understanding these
concepts is crucial for effective implementation and interpretation of ABC
data. These principles ensure that costs are traced accurately and
meaningfully.

Cost Pools

Cost pools are collections of costs that are gathered together because they
are driven by a common cost driver. In ABC, instead of having one or a few
large overhead cost pools as in traditional costing, there are numerous
smaller cost pools, each representing a specific activity. For instance, a
company might have cost pools for "Machine Setup," "Material Handling,"
"Quality Inspection," "Customer Order Processing," and "Product Design." Each
cost pool accumulates all the costs associated with performing that
particular activity.



Cost Objects

Cost objects are anything for which a separate measurement of cost is
desired. In ABC, cost objects are typically products, services, customers,
projects, or market segments. The ultimate goal of ABC is to assign the costs
accumulated in the activity cost pools to these cost objects. This allows
management to understand the true cost of producing a specific product,
delivering a particular service, or serving a certain customer.

Cost Drivers

Cost drivers are the factors that cause a change in the cost of an activity.
Identifying appropriate cost drivers is arguably the most critical step in
implementing ABC. Cost drivers can be classified into two main types:

* Resource Drivers: These are the factors that cause a cost to be incurred
in the first place. For example, the number of hours a facility is
occupied might be a resource driver for rent. The number of employees
might be a resource driver for HR costs.

e Activity Drivers: These are the factors that measure the frequency or
intensity of the demand placed on an activity by a cost object. For
example, the number of machine setups is an activity driver for the
"Machine Setup" activity. The number of inspections is an activity
driver for the "Quality Inspection" activity.

The accuracy of ABC heavily relies on the selection of appropriate activity
drivers that have a direct causal relationship with the costs of the
activities. This causal link is what allows for the precise allocation of
costs to cost objects.

The ABC Formula (Simplified)

The basic formula used in ABC can be understood as follows:
Activity Rate = Cost Pool Amount / Total Activity Driver Volume

Cost Assigned to Cost Object = Activity Rate Activity Driver Volume Consumed
by Cost Object

For example, if the "Machine Setup" cost pool is $100,000 and the total
number of machine setups across all products is 500, then the activity rate
for machine setup is $200 per setup ($100,000 / 500). If Product X requires



100 setups, the cost of machine setups assigned to Product X would be $20,000
( $200/setup 100 setups).

The Role of Cost Drivers in ABC

Cost drivers are the linchpin of Activity Based Costing. Their identification
and accurate measurement are what enable ABC to provide a more precise
allocation of indirect costs. Without appropriate cost drivers, the entire
system loses its integrity and accuracy. The selection of cost drivers is not
a trivial task and requires a deep understanding of the underlying business
processes.

Identifying Appropriate Cost Drivers

The selection of cost drivers should be guided by a causal relationship. A
good cost driver should:

e Have a strong cause-and-effect relationship with the cost of the
activity.

Be measurable and quantifiable.

Be relevant to the decision-making process.

Be practical to implement and monitor.

For instance, for the activity of "inspecting finished goods," a suitable
activity driver would be the "number of inspections." The more inspections a
product requires, the more of that activity's cost it should bear.
Conversely, using "direct labor hours" for this activity would be
inappropriate, as it doesn't reflect the actual consumption of inspection
resources.

Types of Cost Drivers

As mentioned earlier, cost drivers can be categorized. Understanding these
categories helps in selecting the most appropriate driver for each activity:

e Transaction Drivers: These drivers measure the number of times an
activity is performed. Examples include the number of purchase orders



processed, the number of customer calls handled, or the number of
inspections.

e Duration Drivers: These drivers measure the amount of time required to
perform an activity. Examples include the amount of time spent on
machine setup, the amount of time spent on product design, or the amount
of time spent on customer service.

e Intensity Drivers: These drivers measure the difficulty or complexity of
performing an activity. For example, the complexity of a product design
might be an intensity driver for the design activity, or the number of
different components used in a product might be an intensity driver for
material handling.

The choice of driver type often depends on the nature of the activity and the
resources it consumes. For a cost-effective ABC system, it is often better to
use transaction drivers where possible, as they are typically easier to track
than duration or intensity drivers.

The Importance of Causal Links

The effectiveness of ABC hinges on establishing clear causal links between
activities and cost objects. This means that the chosen activity driver
should accurately reflect how a cost object drives the need for that
activity. If the link is weak or non-existent, the cost allocation will be
inaccurate, defeating the purpose of ABC. For example, assigning the cost of
"customer complaint handling" based on the number of units produced would be
illogical. A more appropriate driver would be the number of customer
complaints related to a specific product or customer.

Implementing Activity Based Costing: A Step-by-
Step Approach

Implementing Activity Based Costing is a structured process that requires
careful planning and execution. While it can be more complex than traditional
costing, the benefits of accurate cost information often outweigh the
implementation effort. Following a systematic approach ensures a smoother
transition and a more effective system.

Step 1: Identify the Activities



The first and perhaps most crucial step is to identify all the significant
activities performed within the organization that contribute to product or
service costs. This often involves interviewing employees from various
departments, observing workflows, and analyzing existing documentation.
Activities should be defined at a level that is meaningful for cost
allocation. Examples include:

e Designing products

Setting up machinery

e Processing customer orders

Inspecting materials

Packaging finished goods

Providing customer support

Marketing and sales support

Step 2: Create Activity Cost Pools

Once activities are identified, costs are assigned to these activities,
creating activity cost pools. This involves tracing direct costs of
activities (like the labor of quality inspectors) and allocating indirect
costs (like the depreciation of inspection equipment or the salary of
supervisors) to the relevant activity pools. This requires a thorough
understanding of the organization's cost structure and how resources are
consumed by different activities.

Step 3: Identify Cost Drivers for Each Activity

For each identified activity, a suitable cost driver must be selected. This
driver should be a factor that accurately reflects the demand placed on the
activity by cost objects. For instance, for the activity "material handling,”
the cost driver might be the "number of material requisitions" or the "number
of material movements." For "customer order processing," the cost driver
could be the "number of orders processed."



Step 4: Calculate Activity Rates

Once the cost pools and their respective cost drivers are established, the
activity rate for each cost driver is calculated. This is done by dividing
the total cost in the activity cost pool by the total volume of the cost
driver.

Activity Rate = Total Cost of Activity / Total Volume of Cost Driver

Step 5: Assign Costs to Cost Objects

The final step is to assign the costs of activities to the cost objects
(products, services, customers, etc.) based on their consumption of the cost
drivers. This is done by multiplying the activity rate by the volume of the
cost driver consumed by each cost object.

Cost Assigned to Cost Object = Activity Rate Volume of Cost Driver Used by
Cost Object

This process results in a more accurate allocation of both direct and
indirect costs to cost objects, providing a clearer picture of their true
profitability.

Benefits of Activity Based Costing

The adoption of Activity Based Costing offers a multitude of benefits that
can significantly impact an organization's profitability, efficiency, and
strategic decision-making. By providing a more accurate understanding of
costs, ABC empowers businesses to make better choices across various
functions.

Improved Cost Accuracy

This is the primary benefit. ABC allocates overhead costs based on actual
consumption of activities, leading to more precise product and service costs.
This is particularly valuable in businesses with diverse product lines, where
traditional costing can distort the true cost of low-volume, high-complexity
products.

Enhanced Decision-Making



With more accurate cost data, managers can make better decisions regarding:

e Pricing: Setting prices that reflect the true cost of products and
services, ensuring profitability.

e Product Mix: Identifying which products are most profitable and which
may be draining resources, leading to informed decisions about product
portfolio management.

e Process Improvement: Identifying non-value-added activities or
activities that are disproportionately costly, providing a basis for
efficiency improvements.

e Customer Profitability: Understanding the true cost of serving different
customer segments, allowing for more targeted marketing and service
strategies.

Better Understanding of Activities and Processes

The implementation of ABC necessitates a deep dive into an organization's
activities and processes. This process itself can reveal inefficiencies,
bottlenecks, and opportunities for improvement that might otherwise go
unnoticed. It fosters a culture of understanding how work gets done and how
resources are consumed.

Increased Profitability

By accurately identifying and understanding costs, businesses can optimize
pricing, focus on profitable products and customers, and reduce costs
associated with inefficient activities. This leads to a more robust bottom
line.

Support for Strategic Initiatives

ABC can provide valuable data for strategic initiatives such as outsourcing
decisions, new product development, and capital investment analysis. For
instance, knowing the true cost of producing a component in-house versus
outsourcing can inform make-or-buy decisions.



Focus on Value-Added Activities

By distinguishing between value-added and non-value-added activities, ABC
helps organizations streamline operations and eliminate waste, thereby
enhancing overall competitiveness.

Challenges and Limitations of Activity Based
Costing

While Activity Based Costing offers significant advantages, its
implementation and ongoing use are not without challenges. Understanding
these potential limitations is crucial for a realistic assessment of ABC's
suitability and for mitigating potential issues.

Complexity and Cost of Implementation

Implementing an ABC system can be complex, time-consuming, and expensive. It
requires significant upfront investment in terms of time, resources, and
potentially specialized software. Identifying activities, tracing costs, and
selecting appropriate drivers can be a daunting task, especially in large and
diverse organizations.

Difficulty in Identifying and Measuring Cost Drivers

The accuracy of ABC heavily relies on the selection of appropriate cost
drivers. Finding drivers that have a clear causal link to costs and that are
also easy to measure can be difficult. Some activities may be driven by
multiple factors, making it challenging to isolate a single, dominant driver.

Resistance to Change

Employees may resist the implementation of ABC due to a lack of
understanding, fear of job changes, or concerns about how performance might
be measured. Overcoming this resistance through clear communication and
training is essential for successful adoption.



Data Collection and Maintenance

Gathering and maintaining the data required for an ABC system can be an
ongoing challenge. The system needs to be updated regularly as activities and
processes change to ensure its continued relevance and accuracy.

Potential for Over-Analysis

There is a risk of becoming overly focused on minutiae, leading to an
excessively detailed and complex system that may not provide significantly
better insights than a slightly simpler approach. A balance between accuracy
and practicality is key.

Not Always Necessary for Simple Businesses

For businesses with simple operations, few products, and low overhead costs,
a traditional costing system might be sufficient and more cost-effective. The
benefits of ABC may not justify the implementation costs in such cases.

Activity Based Costing in Different Industries

The applicability and benefits of Activity Based Costing extend across a wide
spectrum of industries, adapting to the unique operational characteristics
and cost structures of each. While often associated with manufacturing, ABC's
principles are highly relevant to service-oriented businesses and others as
well.

Manufacturing Sector

In manufacturing, ABC is particularly useful for companies producing a
diverse range of products with varying levels of complexity and production
volumes. It helps in accurately costing products that require different
machine setups, quality inspections, or material handling processes. This
leads to more informed pricing and product mix decisions.

Service Industries

Service industries, such as consulting firms, accounting practices, law



firms, and IT service providers, can greatly benefit from ABC. In these
sectors, overhead costs are often significant and driven by activities like
client acquisition, project management, client support, and administrative
tasks. ABC can help these firms understand the true cost of delivering
specific services or serving particular client segments, leading to better
resource allocation and client profitability analysis.

Healthcare

Hospitals and healthcare providers can use ABC to determine the cost of
patient care for different medical procedures, diagnoses, or patient types.
By identifying the activities involved in patient treatment (e.g.,
diagnostics, surgery, nursing care, medication administration), and their
associated costs, healthcare organizations can gain a clearer understanding
of the profitability of different services and make informed decisions about
resource allocation and pricing.

Financial Services

Banks and financial institutions can apply ABC to determine the cost of
processing different types of transactions, managing customer accounts, or
providing specific financial products. Activities such as loan processing,
transaction handling, customer service, and compliance can be costed more
accurately.

Retail

Retailers can use ABC to understand the cost of handling different product
categories, managing store operations, processing sales transactions, and
managing inventory. This can help in optimizing store layouts, inventory
management strategies, and promotional activities.

Case Studies: Real-World Application of ABC

Examining real-world applications provides tangible evidence of the power and
practicality of Activity Based Costing. These examples illustrate how
companies have leveraged ABC to overcome costing challenges and achieve
significant business improvements.



Case Study 1: A Diversified Manufacturer

A large manufacturing company with a wide array of products, ranging from
simple, high-volume items to complex, low-volume specialized components,
struggled with inaccurate product costing. Traditional costing methods led to
undercosting of complex products and overcosting of simpler ones. After
implementing ABC, they identified that activities like machine setup, quality
control, and material handling were consumed disproportionately by the
complex products. This revelation allowed them to adjust pricing strategies,
discontinue unprofitable product lines, and focus their resources on the more
profitable segments, resulting in a substantial increase in overall
profitability.

Case Study 2: A Technology Service Provider

A technology service provider offering various IT support and consulting
services found it difficult to determine the profitability of different
service packages and client accounts. They implemented ABC by identifying
activities such as client onboarding, technical support, project management,
and billing. They found that certain client accounts, which generated
significant revenue, were also consuming a disproportionately high amount of
resources due to frequent support requests and complex project requirements.
By understanding these costs, they were able to restructure their service
agreements, implement tiered support models, and focus on high-value clients,
leading to improved service delivery and increased profit margins.

Case Study 3: A Food Processing Company

A food processing company with multiple product lines faced challenges in
managing its overhead costs effectively. Using ABC, they identified key
activities such as product formulation, packaging line setup, quality
assurance testing, and distribution. They discovered that specialized
packaging for certain niche products incurred significant setup costs and
quality control efforts that were being diluted across all products under
their old costing system. This led to a re-evaluation of their product
pricing, packaging choices, and production scheduling, resulting in better
cost control and enhanced operational efficiency.

Conclusion: The Enduring Value of Activity
Based Costing

Activity Based Costing offers a sophisticated and insightful approach to cost



accounting that is increasingly relevant in today's complex business
environment. By shifting the focus from volume-based allocation to activity-
driven costing, ABC provides a more accurate understanding of the true cost
of products, services, and customers. This enhanced accuracy empowers
organizations to make better strategic and operational decisions, from
pricing and product mix to process improvement and customer management. While
the implementation of ABC can present challenges in terms of complexity and
resource investment, the benefits of improved cost accuracy, enhanced
decision-making, and ultimately, increased profitability, underscore its
enduring value. For businesses seeking to gain a competitive edge and
optimize their performance, a thorough understanding and strategic
application of activity based costing for accounting concepts is not just
beneficial, but essential.

Frequently Asked Questions

What is Activity Based Costing (ABC) and why 1is it
trending in accounting?

Activity Based Costing (ABC) is a costing method that identifies activities
in an organization and assigns the cost of each activity to all products and
services according to the actual consumption by each. It's trending because
traditional costing methods often fail to accurately allocate overhead costs
in complex business environments, leading to distorted product costs and poor
decision-making, especially with the rise of automation and diversified
product lines.

How does ABC differ from traditional absorption
costing?

Traditional absorption costing allocates overhead based on a single, often
volume-driven, allocation base like direct labor hours or machine hours. ABC,
on the other hand, uses multiple cost drivers that are directly linked to the
activities that cause overhead costs. This provides a more precise allocation
of overhead to products and services, reflecting the resources they actually
consume.

What are the key steps involved in implementing an
Activity Based Costing system?

The key steps typically include: 1. Identifying the major activities
performed in the organization. 2. Determining the cost pools for each
activity. 3. Identifying the cost driver for each activity (the factor that
causes the cost of the activity). 4. Calculating the activity rate by
dividing the total cost of each activity by its total cost driver volume. 5.
Assigning costs to cost objects (products, services, customers) by
multiplying the activity rate by the amount of the cost driver consumed by



the cost object.

What are some common cost drivers used in ABC?

Cost drivers are specific to the activity. Common examples include: for
machine setup activities, the number of setups; for order processing, the
number of orders; for customer service, the number of customer calls; for
quality inspections, the number of inspections; for material handling, the
number of material moves.

What are the benefits and challenges of using
Activity Based Costing?

Benefits include more accurate product and service costing, improved
understanding of cost drivers, better pricing decisions, enhanced
profitability analysis, and identification of non-value-added activities.
Challenges include the complexity and cost of implementation, the need for
significant data collection and maintenance, potential resistance to change,
and the difficulty in identifying all relevant activities and cost drivers.

Additional Resources

Here are 9 book titles related to Activity Based Costing (ABC) for accounting
concepts, with short descriptions:

1. Activity-Based Costing: Making It Work for Small and Mid-Sized Companies
This book focuses on the practical application of Activity Based Costing
(ABC) for businesses that may not have the extensive resources of large
corporations. It provides step-by-step guidance, real-world examples, and
strategies to successfully implement ABC, helping smaller firms gain a
clearer understanding of their true product and service costs. The emphasis
is on overcoming common implementation hurdles and demonstrating the tangible
benefits of ABC in a scaled-down environment.

2. Cost Management: A Strategic Emphasis

While not solely focused on ABC, this comprehensive text integrates ABC as a
cornerstone of modern cost management strategies. It explains how ABC
provides critical insights into cost drivers and profitability, enabling
better strategic decision-making. The book covers various cost management
techniques, but highlights ABC's role in understanding overhead allocation,
improving process efficiency, and driving competitive advantage.

3. Implementing Activity-Based Costing: A Step-by-Step Guide

This practical guide offers a detailed roadmap for organizations looking to
introduce or refine their Activity Based Costing (ABC) systems. It breaks
down the complex process into manageable steps, from identifying activities
and cost drivers to data collection and analysis. The book emphasizes the
importance of change management and provides tools and templates to
facilitate a smooth and effective ABC implementation.



4. Activity Based Costing: Principles and Practice

This foundational text delves into the core principles of Activity Based
Costing (ABC) and its practical implications for accounting professionals. It
thoroughly explains the theoretical underpinnings of ABC, differentiating it
from traditional costing methods. The book also provides case studies and
examples to illustrate how ABC can be used to improve product costing,
profitability analysis, and strategic planning.

5. Management Accounting for Decision Makers

This widely used textbook positions Activity Based Costing (ABC) as a vital
tool for effective management accounting and decision-making. It explains how
ABC provides more accurate cost information than traditional methods, leading
to better pricing strategies, product mix decisions, and operational
improvements. The book integrates ABC within a broader context of management
accounting, showing its contribution to strategic goal achievement.

6. Explaining Activity Based Costing to your Board of Directors

Designed for accounting professionals and managers, this book offers a clear
and concise approach to communicating the value and benefits of Activity
Based Costing (ABC) to senior leadership. It focuses on translating technical
ABC concepts into business-friendly language, highlighting the strategic
advantages and financial impact. The book equips readers with the necessary
arguments and presentation techniques to gain buy-in for ABC initiatives from
their board.

7. Strategic Cost Management: Tools and Techniques

This book explores a range of strategic cost management tools, with Activity
Based Costing (ABC) being a prominent focus. It examines how ABC helps
identify and manage costs that are critical to an organization's competitive
positioning. The text provides insights into how ABC can be used to
understand customer profitability, improve supply chain management, and drive
continuous process improvement.

8. The ABCs of Activity-Based Costing

This accessible book demystifies Activity Based Costing (ABC), making the
concept understandable for a broad audience. It uses simple language and
illustrative examples to explain the fundamental principles of ABC, including
activity analysis, cost pooling, and cost driver assignment. The book serves
as an excellent starting point for individuals new to ABC, explaining its
relevance in modern accounting practices.

9. Beyond ABC: Activity Based Management for Competitive Advantage

This advanced text goes beyond the implementation of Activity Based Costing
(ABC) to explore its broader application in Activity Based Management (ABM).
It details how the insights gained from ABC can be leveraged to drive
strategic improvements, optimize processes, and ultimately achieve a
sustainable competitive advantage. The book emphasizes the link between
accurate costing and effective management actions.
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