
 

Key notes:-

1 Traditional Absorption costing

It is assumed that volume of output is the factor which determines costs.

2 ABC

However, ABC recognises that the amount of cost may be determined by

factor other than the volume of output. These factors are called cost drivers.

Total machine hours or

Total labour hours

Total machine hours;

Total labour hours;
No of PO;

No of set up;
No of production run;
No of batches;

No of inspections;
No of component order;

No of customer oders;
No of testing;
Etc

ABC is an alternative approach to the traditional method of
absorption costing.


