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ABSTRACT

This independent study had the objective to investigate the activity based accounting
method used in the Institute for Science and technology Research and Development (IST),
Chiang Mai University is aimed at investigating the method of activity based costing in the
Institute for Science and technology Research and Development.

The study was done by collecting national budget data and national revenue data for the
fiscal year 2002. Along with the numerical data, this study also employed descriptive data from
the IST such as the information about organization structure, information about job description
and operational description data. These descriptive data were gathered by interviewing with
executive officers and relevant operating staffs an the organization. Both type of data were used
to analyze the production cost which, in this study was the project activity based costing.

The concept of activity based costing was implemented by allocating the operating cost
to operating activity based on the attached activity cost driving.

Methodology used in this study can by summarized as follow. The organization was
divided into 5 responsibility center namely : secretary, administration, finance and inventory,
planning and development and research service. Then each center was classified into 12 activities
and these activities were computed the attached operating costs according to the accrual basis

excluding the material cost but including the material depreciation. These costs were allocated



using three criteria; direct allocation basis, estimation basis and arbitrary allocation basis. Thus,
total cost of each center were computed. The total cost was allocated to the 12 activities based on
the 3 similar basis. Following these procedures, we can computed activity cost and its attached
cost driver. Then the ratio of activity cost per its cost driver was computed.

The last step was to compute the production cost per unit which the product in this study
was the research project. The research project was computed its activity cost based on its
performed activities. These were two research projects. The first project was Research and
Development of Steroidal Drug Production from Solasodine Precursor Extracted from Solanum
laciniatum, Ait Cultivated in Thailand) and the second project was The Quality Development of
Iocal Thai Textile to promote occupation and income generation (cotton and silk).

The results that activity based costing of the first The first project was Research and
Development of Steroidal Drug Production from Solasodine Precursor Exiracted from Solanum
laciniatum, Ait Cultivated in Thailand) was 113,506.13 Baht and the activity based costing of the
second research project was The Quality Development of Local Thai Textile to promote
occupation and income generation (cotton and silk) was 259,211.30 Baht. These costs excluded
the activity cost from the institute and technology unit since these two units did not provide any
services to the projects.

In conclision, this study can be used to entrance a better understanding of the methode
and process of activity based costing. Moreover, This knowledge can be applied to the cost

management especially cost controlling and cost minimizing.



