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(unit-level) Bgolgt & 4 glon, €% Be 4
A AZY €5 €% Col sl WA +F(batch-
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o dg} ¢HrE Fole & 5 Ut

TetM, &G ArHAAbe] o] Fojd A AFE
Y13 Yool ¥l ke oS Zo] AME A
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T(Y2) = 300PC + 150P4 + 2P%

AN F 7R el g A7HAN e )
w3 W, SR ABCT #Ej9] AlAEldA 713
Fo] A o] FoiAA] gerhe AME & &
AT FANCE AN ESS vay BY, &%
Ce A9 97l 7 AF AeaiA 9 o v

o 2% Bel A7k AU ¥IEA) ke
¢+ gu.

gutAow olg e ZAZL TAEA He 2
‘L U5 e YN wEAE vt

LA %7}741—*4 TAH gl o

Aol A= wheh o] &3 ABC” ¥EHl €
A Al 2R e 54 %‘%«1 Wle 25 &
Aol A BYA T 27147 e EFEERE @
L A7HE et o2 Edig 1 8% 9
7hF-ES AdetA dd. drpiree 1 2%
9 A7t e ol st AET o] HA A o
€ gFoEiy L e 2 MRy

535



2EW

(23 5) A7 HE ool BSY 7S 287z

g5%5C g%5C
o ek
400
300
2000 900
AZY: 5% AEY, &%
2%B %8B
| g
2 2
1 1
240 480 200 400
FEC (W AR &) BEC (YAR £9)
2%A
a3
200
150
300 400

FC (Yi.Y2: AF)

536 ZUSAT M34A M22E 200544 48



MED SEA)Y 48|72V} SR ARl MEWN: € st 2nislo] @ ABCS A

e

B4 (@95E, MAFE, AFFE BT EF A
AstA drh. olz U3 ojgA M2 FFHL
2 AHgdle 9% ABCT FHe A7HAY Al2"
e FREY A1ETS A 9o BEd At

< EE Bdd 8% (BHered €% =
AZd dal) gAsEe 259 Bt 7dg
F ek A9 delM, "8F A - €% C - AF
22 olojAE AT I doji. wd &%
B9 97te (8% C, Dl i) #xFFe] 8%
o2z, #F C, DE wWirdg W& F&3| Wiy
AL, &5 CAM AFo2 WiHs g @A
Ae 8% Co 27197tst A & AFo] 2
AN & 2T 43 gez giHes (R
F Ot AFRAsE g%cleR) 9Pt 454
A He Aot sz, e 8F C7F A
& ¥, 8% C2 35 e ZE BF
o e AFHeR AT Hrd o 459 F
Wl & Aotk dE2H, &% AV 98TE &
Folx, A9 #del sl &% O/ HATE &
Folgd 2% A9 Wik HFHew AR @
3E 4 439 Rolth. A AdanT7ze E
AE s2sl7] el AT A= e FF
ABC W& o] Fa3 AHdE g AolA AA
she ute} o] el 2P MR EHE B
Bgd 2d & o

. 24 % CHet

3.1 & ABC 24

& BodAe 94§34 ABCY #3 7MY ¥4

HAEAL ®34A ®2E 20054 49

A e Az AANstn o€ FVIG. 1
os, oA AdavTzrt EA4E B¢ 904
H

g o] g 2Ltk 2AEle dn

A "8 ABC'E BE A7 47HAZ0)
G sF(unit-level ) AFod H&
HEFE 7HAE F o

(39) "2% ABCOIN 2% to] % 91012
g e gsezny TUwe
718 Ug A9 hree ey
o] U £ ik,

T(t):p‘ 'ht+};hkt-sk,ke O e (3.1)

kt
st = Thtt =p+ Z]}llz_” -s8 ke 6 (3.2

A7l T(He €% t9 AA d7H01zd7he
EE U2 5027 H g9we dUts 2EY
F 97loly, pe 8% t 9T /124 K
e85t & £HE, 8% t9 971899 F
F&oltt, 1P K 8% k9 £F FolA &
T 7 AMG FHORA, Zjh‘i= Kot} s'e
2% to @97 A7HE, A7), 6': 8%
t7} 2ujsle 8859 JEE vehdo

dzf @AE AXe ‘g% ABC 23E& ZF
7l 93 RE 852 7129718 BEs €98 +
AEE A7l FAHUR drhslo] gy
ddan AgRA &, & €% g gFoay
B 4718 3] A dAA, AdEQ 474
& dedMe €58 wEIE 9rhedol SulE
FARAGT HEYg. o] A% e g9 4

537



(2.1)3 2ol verd & JA 8.
e wrt F B4, v AF Al
L FTY 3a%0] AT &S JAA En

AR, §9 $3 ABCHA 471870
B&s] o] Fofx]7] AeiMe off 4(3.3)F Zel,
B ABCOIMS 7blR-E(sh) o] ARl
Ao avF(Ee Y FH)d FHA 2%
& = 7HAoF dTH(F, wEAd 2do] wEHE o
of gth).

z, $922

22 g

o] A7)
- A%z 7
297 9 205, (2.1)9] Y 7
o 9 4 (3.2). (33904 st AR &S 7
A7) GANE Fol2 £Uek AUHd G,
B 492 AL, FFLP T2
DR G L AN Asololol gk =

17}l

1u

_>d.

1

h

ff.:ﬁml:__( )

W = W = A ()
=, F9184 M40 FojRE W), A B(RE
k, toll ti3l) Aolel v AA 3 - stedor
to] anjEe &% to o3 4|
225 oo 4R wjrolojop &
ojA & EE %o ST 8%
@94 g%‘(unit level activities)d Wl
. HF it del AEY B ole FF
BE &%0 FF AFY dFT 8%
gthe AME AZEY, oA FdaN, #

=
=1,

fr S

gz
gxe)

o
=
e

o N Dot e

EIOOIF.%’

&}
2
°F

BE 39| X“?T’l @ ] =ojof
‘3}1‘:— Aotk MAFE, AF o] &Fo
%'_‘-FH:GPC‘ At ol H]ﬁ]"*ﬁ]“ ARE Ao
o deA, ‘&F A - &5 C - AFY ¥
7]’ °] Z0< WEAIY, '8 B- €% C - A
& B7t @HFEo] oMBR o] 2Ag ¥

Itk o2 s "B ABC't 2Hl2
7HE F e Aol 4 (3.4)7} o
k2l 73'?‘°ﬂ AReA FAZ ARzt g9 o
dN G A-88 CY AHE, t=C k=
A), AE Yol dal (v, 2 Y19 B,

z
T %
=¥}
5]

Py
|T T

%
__0_
=

R = %’yl

ac_lye_1 1 -~ 1

Wo=gh =5 5n=19%

R1¢ 1

RO T 2

E}E}H ‘BF A- 85 C9 #e 4 (345
"WLE H#AY 2AE wEAFY o)2 9l
A7t Fol YA gEvie AL & F Aot

3.2 oigk: st&(top-down) ABC

‘g3 ABC7F 3E3 Qriads 1A A &3t
o8 olfre 4/ 271971 o 97t
Agoziyg e Wt 2% AR, o]
A FAA o] T2 AriAEY YrkEe]l 1

L
.

A7 g A7hed shtte ol gste HE 97}
AF(Ee AF) WF=H7] ggolct ofd g
242 4+ AT Atedd eFEE f
Ashe Aot &, 24 RTCdE BE 97H
FozRy FPES AIE A AolAl Golok

AU 7343 2% 20054 4%



HED gEAlolel A8|17xv| BRe AR MEA7IAM: E slitel Zintslol 2 ABC B

(28 6) &4(2d) ABC

AL Y
e b T st
8% C
A7HE AAC P!
g% A

3, 24 7REe] drte o A7HE R dvt

T ERH22 AT A3 wis g ool
gk o2 HdME HF At &4 BFE
gy 2HjEteAE ddA AdadT2E 9
Fohl= Ao] Fasi

‘B4 ABC'e ot AaEle 94407 A4
st o, 94 HaAEe /Y At 2
A ArHRFes @95a, o Hrke oA
O v AR REeRE 23EHY, HF
Aoz 714 AAZY NP RE HF A
7tde s frtede] ojRoZitke AHelA g
2 (bottom-up) HHelgh & 4 itk ey
kol AAIGH whe} Fo] of WAL ATMY IS 2
oz Az FZo| Pasi

2 7oA AAete AR BgA Al2RCA
HA HE drhdd iz skl e 4
Wt 4F dridez E9Hn, A% de
sAAZoz APsio, HAFHoz 7P o
gt 7Y At AF A3 2%

2 o o

YA 5348 H22E 20054 4%

(a8 7) stE4 ABC

et Y

2715 he l T 27}

g% C

Whed M a7

g5 A

gt} o] W E A Arlidel AHF EF
o F& (o}2) FHsin, AAAZY €59 d
ZB7F mA AHE drhdes gddde HdA
3184 (top-down) F2gelet & & (¥
6), (2™ T) #F=2).

5134 ABCOIM ©AEZ B 248 7t
2 34 & AnEd g g

Zh 94, 4 858 F4oz RgE 4
., 4 e 2719718 Be 4
7% e A2 4r18de] dojuvA @
et (8 dAlelN 9488 A B, C, D
g #3 27|97tE 2et)

U, HF YUiidE 858 A3 ddd A

234N 7xE FQed, a8, 4 &
T Q7hsg 2k (89 deN, &
% Ast B 2% C9 Do o8 Avjdd)

o, oA AL(EF)AHTFRE o438k,
F s 2 EFE 719 2 #7
(mapping) & #Zeth &, AF Aol
203 7+ g5 ArtEQlY #IFE e

—

539



% 3
st Hat AF7HA
(f1e] dold, WA HF A7HHId AF
Yist Yok A7 2H €% Co 9748
2HFE 242 4009999 300992 Fot
do. 2 o JF Aol 2% CE 59
SHE 35 At F B 4& Fopdo
AF Y12 25 CE 40099 awst
o] &% C 400d4E s3] 9l
TF AS 20029, &¥ BE 299 W

BN

ok oojd WAoo Z A V¥ Yoo EF A,
B9 AH|ES zloldit}) ojgl e T
AUl FolM EFaHFL ST 2L
71Z2 BAE £ g Rolt

hACYl — 200,

RACY? = 150.

Z 8% A9 AN FdN &F Cd 9
& AnHn HFHoZ AF Yol 3 &
HE AL 200290, AF Yool o3l &
HlE AL 15099 elt},

staFA T o|dA ABCY Ape]d-2 o|dAl ABC
dMe A9 Yte) 2M|FzR7E BHEsid T
RATE ulg2 Z& £ e vE, gy 4%
Q 34 ABCE oy GAE AX ook v
24 HF RS g5 719 Atz 9
ke Aol

DREIREELTERVEL DT
A% 25 Tr AFArl @)
WIEA 5 2uFoz rol wnD

S

]

540

CUiEE p'E TG (7], W
g2 EY ke 2FHA
. &, s'7F ojdt})

FY e AF e AH &
gt o] BAFA 919 TA oA &
e o] 43t 4r1Ege g9 A
N RE Alste stdAZ Ha ol
7t} st HawE AMeleE olfe
& WREEY 7t 34 4 RE
7] 9 Aot &, A9 <M, 8% C
o A7t WA wEE pE ol fsle HE
AE Yy, Yoo 4 99y 1 uL &%
A, BY 97t wEE p, p°E o)l
A% AF Y1 Yool A4 %’%%t}. 4714
< &% A BY Yrte 4 AFEo]
Hlgt 8% A, BY 97189 AMFH(EE
B9 A% 7zt 2ws)dl wlEsld @2y
AEY €% C A¥FHE oA A
A7 foe Aol F, ¥3He
Fol o AHAZY EFol oy, HF
Aidez A4 ggdrke Aot

[e23
%

% 3
o}t

1014

2‘7}

by o s

—

=]
=

V. E2 ¥ 28

& d7olAde ABC7H €A ¢a AT AE7h
A Zo] ZERA 4%k3 Yozt BHeME X
A2HR AE F2F A4 hiE M 84
HoZ ul$ F8% cii x}%/‘\a]:}zq} &
AT Ze BAS R BN Hx
e HAM 2 A9 97t A % + 3
th. ABCY 7M¢ 2 AHe ABH /M A2

o]

]_;_

HAASIoITL B34 M2Z 20054 48



HEDY gaatolel a8|17x7t SHE B9 HF

£ 9 4
Qoke Zel. 2k, olAS SHE g
gal 388 oldan gl 73—?—0111 Vs Aol

ok A el AF
& sk, ¥o g2 °17} A& o &
A g Btk o Bg drtedo] o] FolA
AL ot
ABC ©] 29 934, 7N #F2

FE WAFE, AFFE, AHFTE Y 8FL
2 ?f?—i Foen, 858 Mo REE
Fske Aol A7KEe T34 (homogeneity)
S ¥4 M9 3E 29 & Aok gy, ABCY
Me Ba2REY drte AxFEes o4 wed
e AR AFOT viRse ABHA £
Al gz A7HEE Pstd o Wbt A
of A% &2 "} ojg e Nze Y
AE 7ol AHHQA v}F (mapping)©] FHEHA
e Afod dddoz H48 4 sle A
ojth, Jeh}, @Az Ay A9 &F2 o
< B8l Datar and Gupta(1994). Cokins
(2001a)7} AAG ue} go] @F3} AF
AHAQ 2¥F2E Yl Ao] v§ o8 A
o] Atdelt}. 53] H2 JkA T FHe &5
o] EAste Aulxilgiel A ojEgt BHEe vy
o BAle 474401 o wdm geid dh(Rotch,
1990). ©hAl Zepatd, AFAA FAE T
g8 A¥=A ABC/E 93 WY (S, AFY €F
7t AHAQY vl M2E 27t 7ivea 9
E Aolt}. oleidt EHF3 v BAE IAE
of gal A AU FAEH fArh 9ellA
AFE 2 4F AEE 58 £ o, ATl
= "B ABC” Fe9] ol sEoR AMH1

@ st 2o,

7P = Siute] ZiRlslo] 2 ABCY 2|

$4 ABC'E E53 d7Hedolgte /Mg A
430 HolA ABCY ¥Folet & 4 Sl 1
gy, 22 59 Wt AR A ¥3He
Aol olyg} tiE FFe &FHE o HFHLE
AFo FHe 72E du Ydoe HAN HF
Aol "BERE-AZEEY A7 ofelols}
drgslo] gtk whebA, “g4 ABC'E ABCS A
53 7t e ARE AdAER B 5 3
o, "84 ABCT Al&dle ojdA ABCA2H9
Ak thdA A|2"og FEEA & Aol
g & glon 7 A S9dez gutE 9t
g3s & & QX g9 dAVE AgEHE o
G AdaH| FzME dWgez g3 ABC
E A7 gE s He Aot A W
< At e o] WAdME g 54
Ao| @3] &Hol gutE ArHEEE HAE
F SA Bd. B d3dM AAd gg ABCT ¥

o] Aara whdo] gkm SlE EAHAHE AFolA

=
ﬁo_\_,
ki
¥2.
il
2

o
2
L
2
ale

110}“ H]?s*°] “}H’— =0z %_3421 AH(Cooper
and Kaplan, 1991). 23, ‘&% ABC M &
ABCS Aol AF AdAHA F@ch gold 4
w3 ulel o] "B ABC'E RE TEEC] HF
A FUFE &Y AT SutE 47T
< 7IdE § 7l gt HdYrE %9
A7t AR ehe v Fo] diE o g Erhe AME
‘24 ABC'Y @7tZo] 474 £ slvke Ae
shzaith "84 ABC'E AHEE 2% A8 o
JHAAE R d7tdFo] FojEThe o] |l

541



<

rlo

5

rhu

st
o5 A
O!
Lo

A AL A3 24
T 97t BEY $F AF] of
& A drtel] B4 357t Bt
FAAA e €F5Y A7t FF ABC
01% 3t s & Aedx FLE At
sf3o] A dvt &9 Wt 4349 B¢
A AR JAEF e A4d et 2
o mEbA, &Fe A7t G & A7 A
¢4 ABCE Atste Z3ajoF 73S W
A ¢ Ao ol Ze I BE ABCY =
g FAVL o, AEAQ S XFEA o
F2o Q7ML Al 2glo] ¢ha Y EAlold
2 o o =R o 1 | o B B i e
AAVHE A& A3 EA} Cokins(2001a)E &%
ABC7} A9 LH|2RE HF A7HR3(d: 2
7)ol OlE—Jl A 9719 33 7F54 (traceability)
FA3), volyh Wi WHEko g
Aol F89 o3 fFid AogA,
e 248 4 U ol
A AES A F3te| met
3}1 Je BFoY Ut dehd
tasteAd did AERE ATE 5 3
Cag, g3 ABC'REE 233 3R
T itk ol g, & AFlA AAl
ABCE Z AlFo| 4ME EE E%%
z::_ zlxdz%o] @ig 7],1]_1_ ,\lomi /\g
o Ztd W FEE ATE F °‘C}
o, s AN, AF Yie 100892 %
AN 7S 8F Ce 209y Zastn, €
1099, €% B 099 Zadts
ok ey, g ABCYlA e

10029 2/ o vtz sted sle 2

,\.}

n
rr

—{o

bd

L
a XN

(<]
=%
T

b

e N L &2

J:.

N
>’iwﬁé
>

n\‘ 4
0::.‘

5

&szs‘;glrlr

[

2,
T 0% o o

oft
e

N

-

of
1

olX
N

£ ol or%ow oo oy N8N D owe
O U

Y ofw

A

&4
o 5
A=)

l

542

AA T, BF A%

ok wmEA, gy
& 7%, QHASABC) B o}
Yz, &E7ied E](activity—based management:
ABM), %%-ﬂ-rd]“(actlwty-based budgeting:
ABB) oA & LFE ¢ 4 SIYHABB9
A AdtE FATAN B FH(2003)
#x)).

2 794 AAG a3 ABCE UM
e Y 0|84 Sz Bsta A
A Aol A& & ot e E A
ABCS= €3 9718 #Ao] THHoz Y
=2 gon, AF Artdel o3 A AnFE
AY 4. w2y, 4187 4 dAE A
HRow Fedtd AAE 4 glon, 239 BE
&F 1o B3 A ERE FAld Ao}
teg, thh Bidstn old mE H|go] EdE
Zelth, A2 IT 7le9 wdz #3 &9 e
oz @A Aeo] A AHA %E AR A
ZHHA, AR 34 ABCY AHdie
7Y/ &Y (cost/benefit) ZHoA A= ojo} &
Aot}

D2

:—-—
-T'-—L'_-l_

T (2001), "oldA] A7HAIA 28l AAEE o]
- G579 AN ABC) S SR #A st
A+, 26(1), 1-24.

TET (2003), "‘BE71EAM) AP E AR ALds
7te] WA M sAET, 28(1), 109-134.

Cokins, G. (2001a), Activity-based Cost Manage-

ment: An Executive’s Guide, New York:

FHSAT H3sA ®2% 20054 48



HED gEAtolel 2H|7E7E SHE A9 MEHTIAIM: £ st Ziatslol 2 ABCY B

John Wiley & Sons, Inc.

Cokins, G. (2001b), CRM, SCM, Budgeting, 4 =%
2 S8t ABC/M AHiojuy}, dAggs,

Bromwich, M. and C. Hong (1999), “Activity-based
costing systems and incremental costs.”
Management Accounting Research, 10(1),
39-60.

BT (1996), Accounting Documents{London: BT).

Cooper, R. (1988), “The rise of activity-based costing
- Part two: When do I need an activity-
based cost system?,” Journal of Cost Mana-
gement (Fall), 41-48.

Cooper, R. and R. Kaplan (1987), "How cost ac-
counting systematically distorts product
costs,” in Bruns, W. and R. Kaplan (Eds.).
Accounting and management: Field study
perspectives, Boston: Harvard Business
School Press.

Cooper, R. and R. Kaplan (1991), The design of cost
management systems: text, cases, and
readings, Prentice-Hall International, Inc.

Datar, S. and M. Gupta (1994), "Aggregation, speci-

fication and measurement errors in product

HHOAELH T rtaaa rina Anar 4 a0l

costing,” The Accounting Review, 69(4),
567-591.

Gupta, M. (1993), "Heterogeneity issues in ageregated
costing systems,” Journal of Management
Accounting Research, 5, 180-212.

Horngren, C. T. et. al. (2003), Cost accounting -
a managerial emphasis (11th ed.), Prentice-
Hall International, Inc.

Kaplan, R. and A. Atkinson (1998), Advanced Mana-
gement Accounting(3rd ed.). Prentice-Hall
International, Inc.

Kaplan, R. and R. Cooper (1998), Cost and effect:
Using integrated cost systems to drive
profitability and performance, Massachu-
setts: Harvard Business School Press.

Noreen, E. (1991), "Conditions under which activity-
based costing systems provide relevant
costs.” Journal of Management Accounting
Research, 3. 159-168.

Rotch, W. (1990), “Activity-based costing in service
industries,” Journal of cost management,
4(2), 4-14.

CAN



(75) BT2| =& ABC Al

%ol Datar and Gupta(1994)7} A& 4}
o} Zo] ZEH AEL APFAQ wfBs 2717t
H47 %on, &5 AFE e &5 T T
qHoz 4499 gle A7t ok olg #e
oA "8 ABCE %% A (B, ¢
HAQ) 2HFR(F, vjF)E HFeA st Aot
AdE A staz st Aotk AZIMe
‘84 ABC'Y diEAQ] A EAM 95 FAZARI
BT A7 28& 2703H(BT, 1996).

BT A7HAA A #HE 32 (38 4)
of Jehd uHigl o], UEHJI LA E(network
components)® 7tAdR2oltt, UEYIALALE

o dzd Az, AREE Fol o ol 9
THhEE BAMHAE AFe] A8 2P UE
A3 dHgEA BT Aol AlFete 4F TAA
vl 28 A7 28, o8 SAAAEC] BT
o ENZ AHlE o] &8 AF oo dF AR
29 9718 A2 A8l Abgso] gt

BT9 "&7% ABC' Z¥& 2] dsEz o
doll vebd ubeh o] BT RN T o|LA(E
&) ABCoA & Zo] BE 2379 4/t 43 A
T ez gdEE Ao] o, oy A

£ AA ¥ /Y drts @9dn. Al
AdA ZE ke A71SE, 7 =/20)

Aelz, H2ZJETF, FEIEIF U &

FoE AR WS A ggdd. A2g

(a8 7) BT ‘&% ABC

Y ESIQAE

1

A4
A3eA
| |
YA
AQI5E HiRas HZEIETE FEUELE
2ol 28 |
A A A A A A
L A2RA t
A19A

90, W, A,

4

6) ol ANZEUL BHE o143 AN 4718 o Bol WIsim Yot



AdA AD715 (24 AL, EAAE F)9

e UnAQ 7 2/ aef M) B2

e
{m
[u]
il
N
L]
=
{m
[N
il
do
e
3
oy
mg(_:
et
fu
A
g
el

il

AZHANNE HZEHEIZY A1E F
A

Adate 7leozs AHAY],
HAA 55 T AR A42A 9
aF 9Pt A% A MEYA
B 7tz ggdd. FEAEDE
H39 F 7153 #dd A

Aol 23A 55 XHIH

ojgt Zo| BT W7HAMol B3ak @A AA

c olfE FEAEIFA 2 359 442 A

et
>
rir
o A

5

Hdo | P ot g4 e
win s

k)

\r

Y 2 HF 97 e A
g7l QEolth, AF &3o] ofg =
AL YEYA 45X zd, AuA

AT M3 ;22 20054 4%

mE 2 ot = B+ o o

>,

%

BT

N )

LR

L = o
o
N
e
=
i
i
lo,

Lo &

{4
Porfe mu
e
9
o
b
1o
=
_c‘)_{g
rir
P
I
on
e
44
N
il

i oy

E

SEEIES RSP EES

A& A b debd, BEEY
£9 Wk FZPEa5d R e 3
Eage] Pl T@se] A3l 334
oz WRsE Aot oj% go] oA, "By
ABCIA 259 9rke #AA0R dE B3¢
AR AFLAR MR 94 S Aac

e oii o)

RAR



Product Costing in the Presence of a Multi-layered

Resource Consumption Structure:
Another Overlooked Challenge to ABC

Cheolkyu Hong*

Abstract

It has often been argued whether the introduction of an activity-based costing (ABC) system
in an organization is desirable boils down to a cost/benefit analysis. The costs of introducing
ABC systems here include those related with complexities of the mechanism of costing system
as well as with the implementation of the system. Further, it has been a conventional wisdom,
as argued by Cokins(2001), that product costing becomes more accurate as cost attribution
procedure takes multi-stages when the traditional two-stage costing is inappropriate because
of the lack of direct mapping between final cost objects and cost pools. However, this paper
shows that using a usual bottom-up multi~stage costing procedure may not enhance the
accuracy of product costing while it requires more cost. The purpose of this paper is to analyse
a product costing problem in the presence of a multi-layered resource consumption structure,
which has drawn little attention from among accounting academics but appears in most
business situations. The usual two-stage procedure where resources are assigned to activities
and then the costs of activities are assigned to products represents a typical ABC. This
treatment requires direct mapping between activities and products clearly exist so that the
amount of each activity consumed by each product can be easily measured. However, this is
often not the case in practice as we can witness in many large organizations such as BT. The
problem caused by the ubiquitous presence of indirect mapping was also well pointed out by
Datar and Gupta(1994). But, there has been little serious attempts among academics to
overcome it. To tackle this situation, accounting practitioners such as Cokins(2001) normally
utilize the approach so called an "expanded ABC". The importance of this problem in practice is

* Associate professor, College of Business Administration, Chung-Ang University.
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exemplified by Cokins(2001) when he calls the invention of an expanded ABC one of the most
important top 10 developments in the field of ABC since the late 1980s. He further argues
that costing system has made a Darwinian evolution from the traditional volume-based costing
to the simple (two-stage) ABC, which is argued to be “an obsolete two-stage ABC’ in indirect
mapping environments, and further to an expanded ABC, which is a kind of a bottom-up
multi-stage costing model. However, this paper shows that an expanded ABC is not free from
cost distortion after all. It provides an in-depth analysis of a multi-layered resource
consumption structure and an expanded ABC, where costs of intermediate activities are
attributed to the next higher level activity cost pools and thus these costs aggregated into the
higher level activity cost pools are attributed to the next higher level cost pools together, using
the single cost driver. The way costs are aggregated and attributed in expanded ABC causes
cost distortion because the cost pool homogeneity and the proportionality of pool costs (the
constancy of charge-out rates), which are essential for a costing system to provide accurate
costs, are no longer maintained and violated in this procedure. Thus, contrary to the common
belief, the expanded ABC can not generate an accurate product cost information. We show that
an expanded ABC in effect assumes that all cost pools are unit-level cost pools with regard to
the next higher level activities (and/or products). In order to provide an accurate product cost
in multi-layered resource consumption environments, a multi-stage costing system must not
aggregate the costs from lower level cost pools into the higher level cost pools, rather it must
attribute each level of costs directly to final cost objects using a "top-down ABC,” approach,
which we recommend to utilize. The suggested top-down ABC may be more costlier than a
bottom-up expanded ABC or the usual two-stage ABC, the fact which renders the costing
system designer the cost/benefit criterion.

Key words: ABC, a multi-layered resource consumption structure, expanded ABC, top-down
ABC.
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