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ABC/ABM - activity-based costing and activity-based management:

A profitability model for SMEs manufacturing

clothing and textiles in the UK
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Summary

ABC/ABM enables firms to focus on its activities and products; it
traces cost-to-cost drivers, for example, the number of machinists
needed to produce trousers. The business then understands; its
business processes in detail; the cost of process failures; the relationship
of processes to customers; the profitability of customer segments; and
the affordable amount that can be spent on influencing the preferred
customer groups.

“ABC Information, by itself, does not invoke actions and
decisions leading to improved profits and operating performance.
Management must institute a conscious process of organisational
change and implementation if the organisation is to receive benefits
from the improved insights resulting from an ABC analysis” (Cooper,
1996).
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