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Determination of the cost method is very important in establishing COGM. In
several studies, the use of the ABC method of costing is considered better
than the traditional method for several industries or companies. The purpose
of this study was to compare the COGM cost calculation between the
traditional method and the ABC method at a sustainable palm oil production
company. The method proposed is the ABC method. Currently the company
only calculates COGM costs using traditional methods. The results of the
study obtained are the COGM calculation using the traditional method is
around Rp. 48,605 and using the ABC method is around Rp. 46,025. These
results state that the calculation of COGM costs using the ABC method is
considered better and is recommended for consideration by the company.
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1. Introduction
Activity Based Costing (ABC) is a system

that forms groups structured activity-based
costs on the activity-based cost allocation
needed to produce a product or services. Cost
drivers are for the cost pool. The system
produces more accurate cost calculations. The
allocation of costs to products with calculate the
cost allocation base for each activity used
different products will resulting in more cost
calculations accurate.

The prospect of implementing ABC at
governmental organisations was calculated to
get unit cost of products. The result was the
cost of each unit product could be calculated
using the method [1]. The comparison of
calculations among the traditional method, job
order costing (JOC), and ABC method analyzed.

The ABC method resulted in lower costs than
traditional method [2], [3], [4].

The implementation of ABC method in hotel
industry was considered more accurate in
determining the cost of goods [5],[6]. Yet, JOC
offered better selling for another product [7].
They could be used as alternatives.

The imposition of overhead costs in
traditional method was only using the number
of machine hours. While ABC method used
some cost driver basis. They were the number
of production units, machine hours, and direct
labor hours [8]. Determining the cost of
production by using the ABC method with the
aim of determine results that are more accurate
and do not cause distortion cost in construction
company. The ABC method also can improve
the quality of decision making and assist
management in improving its strategic planning
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[9]. The strategic dimension of the ABC
methods described a typology useful for
managers in strategic cost management [10].

Implementation of a business price version
primarily based totally at the ABC ideas in a
Portuguese espresso manufacturing corporation
that suits with the organization`s fact and
reflecting the manner the way it functions on
daily basis, in a correct and dependable manner,
imparting beneficial and applicable information.
[11]. The COGM calculation appropriately can
be the company`s strategy to determine the
selling price. Company profits can continue to
increase [12],[13] and facility relayout can also
help in increasing productivity using 5S [14].
The costing method can improve organizations`
profits because the unused product capacity is
counted depend on method used [15].

By using actual cost information and
appropriate cost drivers, an accurate profit can
be calculated. Precise profitability is the most
important factor that management must
determine on the transaction amount to
maintain fast but sustainable growth. The
purpose of this study is to compare ideal
costing method to determine cost of goods
manufactured in sustainable palm oil
production company. The ideal costing method
used is to compare between traditional and
ABC method for calculating the cost of goods
manufactured of CPO. The rest of this paper is
organized as follows: Section 2 describes
material and methods, section 3 describes
results and discussion, and section 4 describes
conclusion of this study.

2. Methods
A. Material

Material used in this study is secondary data,
consists of average number of units produced,
the number of machine hours, average
production area, electricity usage, direct labour
cost, material usage cost, and overhead cost in a
sustainable palm oil production company in
Sungai Silau Medan.

B. Method
The Activity Based Costing (ABC) method

is proposed in this study. The cost drivers
proposed are the number of machine hours and
electricity usage. The method is going to
compare with the traditional method. The
company is currently focusing on using the
traditional method as a costing approach.

C. Data
According to table 1, total number of

monthly production units is 22.120 tonnes.
Average number of monthly production units is
962 tonnes. Average total cost of raw material
is about 25 million rupiahs. Average total cost
of direct labour is about 842 million rupiahs.
Average total cost of overhead is about 209
million rupiahs.

Tabel 1. Units and Costs
Units and Costs (monthly) Total
Number of production units 22.120 tonnes
Average number of productions 962 tonnes
Average total cost of material Rp 25.000.000
Average total cost of direct labour Rp 842.000.000
Average total overhead cost Rp 209.000.000

According to tabel 2, cost drivers are the
number of machine hours, total area for
facilities, and electricity usage. The average
number of machine hours is around 33.120
hours. Total area for facility in the company is
50.000 m2. Total usage of electricity is around
2,1 million kWh.

Tabel 2. Cost driver
Cost driver Total
The number of machine hours (hours) 33.120
Total area (m2) 50.000
Total usage of electricity (kWh) 2.100.000

The steps for data processing in this study
are as follows:
1. Calculate the cost of goods manufactured

using traditional methods.
2. Calculate the cost of production using the

Activity Based Costing System (ABC
System), consist of classifying activities,
collecting the same cost pool, determining
cost drivers, and calculating group pool
rate.

3. Compare both of costing methods.

3. Results and Discussion
A. The Traditional Method

The cost of goods manufactured (COGM)
can be calculated using the traditional method.
The company still uses the traditional method to
calculate the COGM. Traditional method
consists of three factors, namely raw material
costs, labor costs, direct and overhead costs.
There is a problem loading the product.
Traditional system can be one or two systems
steps. Traditional costing system uses two
phases only for departments or centers made
other charges.
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Based on tabel 3, the total of COGM is
1.076 million Rupiahs or Rp. 48,605 per unit.

Tabel 3. The COGM using traditional method
Indicators Total
Raw material cost Rp. 25.000.000
Direct labour cost Rp. 842.000.000
Overhead cost Rp. 209.000.000
Total COGM Rp. 1.076.000.000
Total COGM per unit Rp 48.605

B. Activity Based Costing Method
Activity Based Costing (ABC) is a method

of calculating production costs. Exposure to
activities that incur costs. The ABC system
aims to help managers reduce value-added
activities so that companies can offer products
at competitive prices.

The first phase is determining the cost of
resources and business activities, different
business activities should be grouped into
multiple groups based on cost activities such as
unit-level, batch-level, and facility-level
activities. Activities that found on the company
is as follows: auxiliary raw materials, electricity
cost, machine maintenance, machine
depreciation and, building depreciation and
maintenance cost.

Tabel 4. Cost pool
Cost Pool Level Activity Cost Driver

Pool 1 Unit-level
The number of
production units,
and kWh

Pool 2 Batch-level Machine hours
Pool 3 Facility-level Total Area

In overhead cost, auxiliary raw materials,
electricity cost, and machine deprecaition are as
unit-level activities. Machine maintenance is as
batch-level activity. Building depreciation and
maintenance cost are as facility-level activities.
Based on tabel 4, the cost pool is divided into 3
pools. Those are pool 1, pool 2, and pool 3 with
4 cost drivers, namely: the number of
production units, kWh, machine hours, and total
area.

Tabel 5. Cost pool
Cost Pool Total cost (Rp) Cost per unit (Rp)
Pool 1 94.550.000 4.206
Pool 2 33.620.000 1.016
Pool 3 80.410.000 1,608

According to tabel 5, total cost of cost pool
1 is 94,55 million Rupiahs or Rp 4.206 per unit

with 22.120 tonnes production units and 2,1
million kWh. Total cost of cost pool 2 is Rp
1.016 per unit with 33.120 hours. Total cost of
cost pool 3 is Rp 1.608 with total area around
50.000 m2.

The overhead cost is determined by each
cost group for each product. Each overhead cost
is assigned to different types of products to
determine the cost of goods manufactured. This
is done using the group rate consumed by each
product. This method simplifies the set of cost
factors used in each product.

Tabel 6. The cost of goods manufactured (COGM)
Indicator Total cost
Raw materials cost Rp 25.000.000
Direct cost Rp 842.000.000
Overhead cost Rp 151.074.137
Total cost Rp 1.018.074.137
COGM Rp 46.025

Based on table 6, total cost for production of
CPO per month is Rp 1.018 million rupiahs.
Later, the total cost is divided with total units
produced around 22.120 ton. It is obtained the
cost of goods manufactured (COGM) is about
Rp 46.025.

C. Methods Comparison
Comparisons were made to the two methods,

namely the traditional method and the Activity
Based Costing (ABC) method. Calculations
using traditional methods that charge costs only
use one cost driver, namely the unit of
production. This is different from the Activity
Based Costing (ABC) method which charges
activity-based costs using several cost drivers.
Improper cost assignment can result in cost
distortion, resulting in the imposition of
overhead costs originating from cost drivers.

Tabel 7. Comparison
Indicators Total
Traditional method Rp 48.605
Activity Based Costing method Rp 46.025

Based on table 7, the COGM calculation
using the ABC method was obtained at Rp.
46,025. This value is lower than the calculation
using the traditional method, which is Rp.
48,605. COGM calculations using the ABC
method are considered better and lower than
calculations performed using traditional
methods.
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4. Conclusion
This study is comparing ideal costing

method between traditional and Activity Based
Costing (ABC) method to determine cost of
goods manufactured (COGM) in sustainable
palm oil production company. COGM
calculation using the Activity Based Costing
(ABC) method is an accurate calculation system
and is recommended to be considered by
management in making decisions. Future
research for next study is considering,
calculating, and comparing COGM costs using
other methods, such as job costing, process
costing, or other similar method.

References
[1] T. Priyatmo, and R. Akbar, “Analysis of

the Prospect of Implementing Activity-
Based Costing (ABC) in Governmental
Organisations: A Study at the State
Treasury Office Jakarta IV,” Journal of
Accounting and Investment, vol. 20, no.1,
pp. 1-22, Jan. 2019

[2] I. S. Mulyani and H. Fitriyah,
“Application Of Activity Based Costing
Method To Determine The Cost Of
Production,” acopen, vol. 4, Aug. 2021

[3] A. E. D. Prastiti, M. Saifi, Z. A. Zahro,
“Analisis Penentuan Harga Pokok
Produksi dengan Metode Activity Based
Costing System (Sistem ABC): Studi
Kasus pada CV. Indah Cemerlang
Malang,” Jurnal Administrasi Bisnis,
vol39, no. 1, pp. 16-23, Oct. 2016

[4] H. Satria, “Penerapan Metode Activity
Based Costing Untuk Menentukan Harga
Pokok Produksi,” Jurnal Benefita, vol. 2,
no. 2, pp. 92-101, Jul. 2017

[5] R. A. Damayanti, J. Murwani, “Analisis
Penerapan Metode Activity Based
Costing Dalam Penentuan Tarif Harga
Sewa Kamar Hotel,” The 9th FIPA:
Forum Ilmiah Pendidikan Akuntansi –
Universitas PGRI Madiun, vol. 5, no. 1,
pp. 193-202, Oct. 2017

[6] T. Amani, K. Hudzafidah, H. I.
Wulandari, “Utilization of the Time
Driven Activity Based Costing Method in
Determining the Cost of Room Rent at
Hotel Tampiarto Probolinggo,”
International Journal of Social Science
and Business, vol. 5, no. 4, pp. 543-550,
2021

[7] J. Ramintang, S. Pangemanan, “The
Application of Activity-Based Costing
(ABC) And Job Order Costing (JOC) at

Wisata Bahari Restaurant Manado,”
Jurnal EMBA, vol. 4, no. 1, pp 1-10, Mar.
2016

[8] C. V. Carmelita, M. Dzulkirom, Z. A.
Zahroh, “Analisis Activity Based Costing
System Dalam Penentuan Harga Pokok
Produksi Guna Menentukan Harga Jual
Gula,” Jurnal Administrasi Bisnis, vol.
48, no. 1, pp. 1-10, Jul. 2017

[9] N. Rahmadani, A. Wawo, “Penentuan
Harga Pokok Produksi Pembangunan
Rumah Dengan Menggunakan Metode
Activity Based Costing: Studi Pada
Perum Perumnas Regional Vii
Makassar,” Jurnal Ilmiah Akuntansi
Peradaban, vol. 2, no. 1, pp. 108-128, Jul.
2016

[10] G. Wegmann, “A Typology of Cost
Accounting Practicesbased on Activity-
Based Costing: A Strategiccost
Management Approach,” Asia-Pacific
Management Accounting Journal, vol. 14,
no, 2, pp. 157-180, Aug. 2019

[11] A. Almeida, J. Cunha, "The
implementation of an Activity-Based
Costing (ABC) system in a
manufacturing company," Procedia
Manufacturing, vol. 13, pp. 932-939, Oct.
2017

[12] P. R. Adawia, A. Puspasari, A. Azizah, A.
Asep, D. Mustomi, “The Appropriate
Calculation Cost of Goods Manufactured
as Pricing Strategy for Small Sized
Enterprises (SMEs),” Perspektif: Jurnal
Ekonomi & Manajemen, vol 19, no. 1, pp.
5-10, Mar. 2021

[13] C. W. Zheng, M. Y. Abu, “Application of
Activity Based Costing for Palm Oil
Plantation,” Journal of Modern
Manufacturing Systems and Technology,
vol. 2, pp. 1-14, Mar. 2019

[14] M. I. Adelino, M. Fitri, and A. Sundari,
“Re-layout of Temporary Storage Area
for Toxic and Hazardous Waste using 5S
(Seiri, Seiton, Seiso, Seiketsu, Sitsuke),”
vol. 18, no. 2, pp. 358–366, 2021.

[15] S. N. Areena, M. Y. Abu, “A Review on
Time-Driven Activity-Based Costing
System in Various Sectors,” Journal of
Modern Manufacturing Systems and
Technology, vol. 2, pp. 15-22, Mar. 2019


	1.Introduction
	2.Methods
	A.Material
	B.Method
	C.Data

	3.Results and Discussion
	A.The Traditional Method
	B.Activity Based Costing Method
	C.Methods Comparison

	4.Conclusion
	References

