Jeemp Farms Analysis Process	1
Jeemp Farms Analysis Process	8
Jeemp Farms Analysis Process
Elva Martinez, Jasmin Tate, Jeff Kremer, Sarah Bagley, Veronica Hernandez
University of Phoenix
ACC/349
Dr. Kenneth N. Thompson


Jeemp Farms Analysis Process
We believe Jeemp Farms will gain better insight and understanding of their products by implementing activity-based costing (ABC) as a valuable decision-making tool. There will be more accuracy in costs per unit and a clearer picture of the business process for Mr. Beridon to use before restructuring. Absorption costing is internally ineffective for Mr. Beridon because manufacturing overhead is spread out. ABC costing will detect problems in production by assigning indirect costs for each product and it allows the tracing of costs to an activity, in which a specific product may require that costs more than others. There will be necessary information to collect in order to perform an analysis, but we will understand the overhead costs, allocate costs properly, and isolate activities that add no actual value. 
Decision Making Tool
Before making any decisions about the direction of Jeemp Farms, an activity-based cost analysis should be performed, so the profit margin on a unit of sod and a pecan tree can be determined.  Mr. Beridon has indicated that he can sell a pecan tree for more than a unit of sod, but trees take longer to get to market and are costlier to grow since they need more materials and labor over time to produce one unit.  Also, storage and shipping costs are likely much higher for trees than they are for sod.  An activity-based cost analysis of Mr. Beridon’s business will show him the full cost of each product he offers – from seed to sale, which can be used to determine the profit margin on a unit of sod and a pecan tree.  A proper analysis should also give Mr. Beridon an indication of when his profits can be realized for both trees and sod.  Discontinuing the sod production could eliminate a reliable and steady source of profits that can be earned while Jeemp Farms is producing it’s trees.  Our firm has helped many businesses with crucial decisions such as the one Mr. Beridon is facing.  No major decision such as this should be made without understanding the full financial implications.  
Benefits of ABC
           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 products’ 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.
Necessary Data Collection
We need to collect some information in order to perform an analysis and help Mr. Beridon understand and determine if it is in Jeemp Farms best interest to discontinue producing sod. We need to know what the sales revenue is for the trees and the sod separately. What are all the indirect and direct costs for each product? What are the support costs? What are the opportunity costs? Which product sells the most and has more revenue potential? How long does it take to produce each product? How much of each product is sold and how often? What is the product margin for each the trees and the sod? Can the sod production be sold instead of discontinued? If the sod is discontinued how will this affect the employee’s moral? How will it affect existing customers and customer orders? Is the demand for sod high or low? Are there many competitors in the sod business? How does the reputation, quality and price of Jeemp’s Farms sod compare to its competitors? Can costs be decreased without compromising quality? Can prices of the sod be increased and remain competitive in the market? This information will help us provide an ABC analysis for Jeemp Farms.
Supporting Information.
All the additional information that is provided can help us determine Mr. Beridon’s uncertainty with the company moving forward. The analysis will show if Jeemp’s Farm is getting the most out of the business and making the most of market opportunities. We will see if the business plan or processes are out of date since Mr. Beridon hasn’t updated them since the commencement. We will determine why Jeemp Farm is moving in a different direction than planned, which will also show whether this shift in direction is problematic or a necessary change. It will show if it would be beneficial to keep the sod or remove it. Analysis results may reveal that Mr. Beridon should keep the sod portion of his business to fall back if tree sales decline or it may point out that starting to plant more trees on the sod acreage is a steadier and more profitable income stream. The price of sod should vary depending on supply and demand of the product since there is less sod product available, but we should also consider the prices of his competitors in the area and stay above cost. We may find a solution, so that Jeemp’s Farm can generate an increase of profit within both income streams.
Plans for implementation.
Activity-based costing can not and should not be used for external reporting, but when implemented internally can create a surge in product profits through building greater efficiency in processes throughout Jeemp Farms. ABC costing reports are not only easier to understand, but management can also utilize this method to review employee or departmental performance. ABC costing is also valuable for benchmarking. In general, benchmarking can be viewed as an external focus on internal activities, functions, or operations in order to achieve continuous improvement (McNair and Leibfried, 1992). Implementation may take time due to the collection of data required, but once it is in full use then Jeemp Farms’ management can be more confident in their decisions for the future.
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