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ABSTRACT

Under the change of present industrial structure, manufacturers may adapt
mechanization and automation to enhance their production capability. Successful
adaption enables manufactures to produce greater amounts of high quality products in
a shorter length of time. However as result there is a substantial increase in the
manufacturing costs as one would expect. But if traditional cost control was to be
applied in this situation, there would be inevitable biases on cost structure. Therefore,
in environments typified by complicated manufacturing processes and increasing
costs, there is an urgent demand of a more accurate and quick reacting (or responding)
cost control methodology.

In this study, a time-driven activity-based costing (Time-driven ABC) method
was implemented on a case study of an aluminum alloy forging plant in Taiwan. As
result of the application of this method, the structure of manufacturing cost among
products and processes became more transparent. We also integrated the concept of
business intelligence (BI) with activity-based management (ABM), transforming
structured cost data into valuable and visualized information. The firm could then
effectively exploit this cost information and provide managerial suggestions
according to the status quo.

The results of this study are as following:

1. Time-driven ABC is more responsive on how the difference of manufacturing
process affects product cost than traditional costing method; it is also more
responsive on capacity utilization rate than ABC. The true cost of the product
could be revealed by applying Time-driven ABC to calculate the cost allocation
of the case company.

2. Based on BI concept, different kinds of cost data from the plant were captured,
stored, and delivered to data warehouse, and then converted into cost information



through the design of the information system. By using Bl application software,
information could be demonstrated immediately, which accelerated the
development and maintenance of the cost model.

3. Through ABM, the case company was able to transform the cost information
generated from Time-driven ABC and BI into useful managerial information.
The company could exploit this information to maintain its production efficiency
in an optimal condition by understanding the capacity utilization rate, and thus
improve its competitiveness.

Keywords: Time-Driven Activity-Based Costing » Business Intelligence »
Activity-Based Management » Forging Industry
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