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Abstract 

 

This article aims to highlight how to calculate production cost using the Activity- Based Costing method (ABC), but 

also the traditional calculation method, to determine their advantages and disadvantages. These two calculation methods 

aim to determine the final production cost, but the approaches differ from one methods to another. The study is based 

on scientific research procedures, such as observation methods, economic analysis, case study and descriptive methods. 

The cost prices for the wine will be calculated, following all the steps from the two cost calculation methods. The 

differences and similarities between these two cost calculation methods will be presented through a case study at 

Research- Development Station for viticulture and winemaking Iasi. The use of the Activity- Based Costing method 

ensures a more correct allocation of indirect costs, allowing a better analysis of the elements that generated the costs, on 

the other hand, the traditional method of calculation costs requires amore simplistic approach, as it is not possible to 

analyze all cost-generating elements. 

 

Key words: the ABC method, the traditional method, production cost, calculation methods 

 

                                                 
1 Iasi University of Life Sciences, Romania 

 

High profitability is the main objective of 

any economic activities and this profitability is 

directly influenced by the low cost of production 

(Brezuleanu S., 2009), 

From this perspective, an important role is 

played by the multilateral knowledge of the 

production cost and the appropriate choice of cost 

calculation methods according the specifics of the 

activity (Costuleanu C., 2019). 

The cost calculation methodology represents 

a set of solutions that are the basis of all actions 

necessary of the efficiency of the effort made to 

obtain a product, and based on it can be established 

efficient and less efficient activities, as well as 

profitable and less profitable products (Budugan D. 

et al, 2007). 

In this article we will perform and analysis 

on the calculation of the production cost using the 

method of calculation, Activity-Based Cost-ABC, 

compared to the traditional calculation method to 

highlight the advantages and disadvantages of each 

method (Cucui I., Man M., 2004). 

 

Activity- Based Costing-ABC 

This method emphasizes the strong 

connection between products and activities, marks 

an intermediate category, called activities between 

work centers and products (Dubrulle L., 2002). 

Activities are the ones the generate costs, 

while products are the ones that create the order for 

these activities. The fundamental principle 

underlying this method is that activities consume 

resources and products consume activities 

(Dumitru M., Calu D.A., 2008). 

The stages of determining the various types 

of costs within the application of these methods are 

(Bâtcă C. et al, 2018): 

1. The primary allocation of expenses from 

financial accounting; 

2. The secondary distribution of expenses 

from the auxiliary section, if necessary; 

3. Application of the algorithm specific to 

the ABC method: identifying activities and related 

costs; the choice of cost drivers for each activity; 

the establishment of regrouping centers; absorption 

of indirect costs (Hornfren C. et al, 2006). 

4. Calculation of production cost; 

5. Absorption of general administration and 

sales expenses; 

6. Calculation of full cost. 

The originality of the activity-based method- 

the ABC method- is in the USA and the basic work 

is considered to be The Hidden Factory, authors 

Jeffrey G. Miller and Thomas E. Vollmann. They 

carried out an analysis on the sectors and common 

cost places and came to the conclusion that there 


