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This study applies an activity-based costing to method costs associated with warehouse operation
activities. The objective is to analyze cost of each individual activity and hidden cost in warehouse
operation. The data used in the study was collected from operation at a warehouse of a company
which produce flexible plastic packaging in Thailand. This study covers activities starting from receiving

in coming goods or raw materials until withdrawing finished goods and for delivering to customers.

The activity-based costing model, consists of five steps includes identifying development
objectives, activity analysis, allocating cost into the activity center, specifying activity drivers, and
allocating costs into the cost objects representing individual activity of warchouse operation.
Research tools composed of activity dictionary and activity value analysis model. The reliability of
research tool was 0.84. The analysis results as provided by the activity-based costing reveal varying
costs for different types of factors. It indicates that the hidden cost of holding inventories
represents the largest portion of warechouse operation cost. The majorities of the inventories held are
long stored finished goods that is customers and changed product models. This study finally

provides a recommendation to reduce the inventories by applying “Vender managed inventory”

(VMI).





