Running Head: ACTIVITY-BSED COSTING (ABC)	1
ACTIVITY-BASED COSTING (ABC)		2







Activity-Based Costing (ABC)
Student’s Name
Institution


Activity-Based Costing (ABC)
[bookmark: _GoBack]           This refers to a costing method that allots overhead as well as indirect costs to associated commodities and services (Shea et al., 2018). ABC costing method will be beneficial to Mr. Beridon’s business in multiple ways. Foremost, it will ensure the accurate and reliable determination of product costs such as low-volume products and high-volume products. Secondly, the technique is instrumental in providing information regarding cost behavior and used in reducing costs along with identifying activities that add no value to the product. Thirdly, it enhances better decision making of managers as it avails more dependable product cost data. ABC is significant in fixing product’s selling prices because more reliable data of product cost is made available. Fourthly, it is essential in cost management through the provision of cost driver rates along with information concerning volumes of transactions necessary for the management of costs. Therefore, Mr. Beridon can apply this technique in establishing the costs he incurs from the production of pecan trees and sod. Also, he will consider determining the profits made from the sales of the two products. It will aid him in figuring out the product to offload and the one to major in due to the profits made. Cost reduction within the business can thus be achieved when the product bringing less profit is offloaded.
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