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A Comparison of Traditional Costing and Activity-based Costing
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Abstract

An objective of this article is to demonstrate the product costing determination under traditional
costing and activity-based costing (ABC). This study shows that these two costing systems provide the
different cost figures. In case of different activity consumption ratio, ABC would enable firms to improve
costing accuracy for better decision. ABC does not produce only more accurate cost information but also
provide useful information relating to activity resource spending for efficient and effective activity
management and improvement.
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