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Abstract

Most companies are not able to figure out what the customer-level service cost
and how profitable each of their customersis. Thus, acquiring customers with high
revenues or meeting customer’s needs are regarded as the best way to earn profits
by the company. However, a customer receiving a high level of attention from the
company is not necessarily to make high profit. Inaccurate profitability analysis
might make the company misallocate over or under resources. Sunright Foods
Corporation implemented Activity-Based Costing (ABC) system to solve its
controversial costing system in 2011. Sunright has used ABC information to
compute the customer-level cost for every customer in the sales department, and
calculate the customer profit or loss. This case illustrated that how ABC system
unveils the customer-level service cost in Tainan sales department with small retail
channels. Managers can understand customers with low gross margin are still
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profitable when service costs are kept low. Customers with high service costs are
incurring loss if their gross margin are not high enough to account for the extra
service costs. They can also evaluate to accept or reject the order, and analyze and
propose the solutions or suggestions to improve the operating and customer
management.

Keywords: Activity-Based Costing, Activity-Based Management, Customer-L evel
Cost
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