ACTIVITY BASED COSTING IN RETAIL

UNDERSTANDING THE TRUE COST OF OPERATIONS IS PARAMOUNT FOR SUCCESS IN THE DYNAMIC RETAIL SECTOR. ACTIVITY
Basep CosTING (ABC) OFFERS A SOPHISTICATED METHOD TO ACHIEVE THIS, MOVING BEYOND TRADITIONAL COSTING TO
PINPOINT THE COST OF SPECIFIC ACTIVITIES WITHIN A RETAIL BUSINESS. THIS ARTICLE DELVES DEEP INTO ACTIVITY BASED
COSTING IN RETAIL, EXPLORING ITS PRINCIPLES, IMPLEMENTATION, BENEFITS, AND CHALLENGES. WE WILL UNCOVER HOW ABC
CAN ILLUMINATE THE PROFITABILITY OF DIFFERENT PRODUCTS, CUSTOMER SEGMENTS, AND SALES CHANNELS, ENABLING RETAILERS
TO MAKE MORE INFORMED STRATEGIC DECISIONS. FROM UNDERSTANDING THE COST OF STOCKING AN ITEM TO THE EXPENSE OF
PROCESSING A CUSTOMER RETURN, ABC PROVIDES A GRANULAR VIEW THAT TRADITIONAL METHODS OFTEN MISS. DISCOVER
HOW EMBRACING ACTIVITY BASED COSTING CAN LEAD TO IMPROVED EFFICIENCY, ENHANCED PROFITABILITY, AND A STRONGER
COMPETITIVE EDGE IN THE EVER-EVOLVING RETAIL LANDSCAPE.
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INTRODUCTION TO ACTIVITY BASED COSTING IN RETAIL

THE RETAIL INDUSTRY IS A COMPLEX ECOSYSTEM WHERE NUMEROUS ACTIVITIES CONTRIBUTE TO THE FINAL PRODUCT REACHING
THE CUSTOMER. TRADITIONAL COSTING METHODS OFTEN STRUGGLE TO ACCURATELY ALLOCATE THESE OVERHEADS, LEADING TO
POTENTIAL MISINTERPRETATIONS OF PRODUCT PROFITABILITY, CUSTOMER SEGMENT VALUE, AND THE TRUE COST OF VARIOUS
OPERATIONAL PROCESSES. ACTIVITY BAseD CoSTING (ABC) EMERGES AS A POWERFUL SOLUTION FOR RETAILERS SEEKING A
MORE PRECISE UNDERSTANDING OF THEIR FINANCIAL LANDSCAPE. BY TRACING COSTS TO THE ACTIVITIES THAT DRIVE THEM, ABC
PROVIDES UNPARALLELED INSIGHTS INTO WHERE RESOURCES ARE BEING CONSUMED AND HOW EFFICIENTLY THEY ARE BEING
UTILIZED. THIS GRANULAR APPROACH IS ESSENTIAL FOR RETAILERS TO NAVIGATE COMPETITIVE PRICING, OPTIMIZE SUPPLY
CHAINS, AND ENHANCE CUSTOMER EXPERIENCES. EXPLORING ACTIVITY BASED COSTING IN RETAIL IS NOT JUST ABOUT
ACCOUNTING; IT'S ABOUT STRATEGIC DECISION-MAKING THAT CAN SIGNIFICANTLY IMPACT A BUSINESS'S BOTTOM LINE AND
LONG-TERM SUSTAINABILITY.

UNDERSTANDING THE CoRrE PrRINCIPLES oF ABC IN RETAIL

AT ITS HEART, AcTIVITY BASED COSTING IN RETAIL IS A METHODOLOGY THAT ASSIGNS COSTS TO PRODUCTS AND SERVICES
BASED ON THE ACTIVITIES THAT CONSUME RESOURCES. UNLIKE TRADITIONAL COSTING SYSTEMS THAT ALLOCATE OVERHEADS
BASED ON VOLUME DRIVERS LIKE SALES REVENUE OR DIRECT LABOR HOURS, ABC IDENTIFIES SPECIFIC ACTIVITIES WITHIN A
RETAIL OPERATION AND LINKS COSTS TO THEM. THESE ACTIVITIES ARE THEN USED AS COST DRIVERS TO ALLOCATE INDIRECT
COSTS TO COST OBJECTS, SUCH AS INDIVIDUAL PRODUCTS, CUSTOMER GROUPS, OR SALES CHANNELS. THE FUNDAMENTAL
PRINCIPLE IS THAT PRODUCTS AND SERVICES DO NOT CONSUME OVERHEADS DIRECTLY;, RATHER, THEY CONSUME THE ACTIVITIES
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THAT ARE NECESSARY TO DELIVER THEM, AND THESE ACTIVITIES, IN TURN, CONSUME RESOURCES.

THe CoNCEPT OF ACTIVITIES IN RETAIL

IN THE CONTEXT OF RETAIL, ACTIVITIES ARE THE TASKS OR PROCESSES PERFORMED WITHIN THE BUSINESS TO SUPPORT ITS
OPERATIONS. THESE CAN RANGE FROM HIGHLY VISIBLE TASKS LIKE STOCKING SHELVES AND ASSISTING CUSTOMERS ON THE SALES
FLOOR TO LESS VISIBLE BUT EQUALLY CRUCIAL ACTIVITIES SUCH AS INVENTORY MANAGEMENT, ORDER PROCESSING, MARKETING,
AND CUSTOMER SERVICE. IDENTIFYING THESE DISTINCT ACTIVITIES IS THE FIRST CRITICAL STEP IN IMPLEMENTING ABC. EAcH
ACTIVITY CONSUMES RESOURCES, AND UNDERSTANDING THE COST OF EACH ACTIVITY PROVIDES A CLEARER PICTURE OF THE
OVERALL COST STRUCTURE.

IDENTIFYING CoST DRIVERS

COST DRIVERS ARE THE FACTORS THAT CAUSE AN ACTIVITY TO OCCUR OR CHANGE ITS VOLUME. FOR EACH IDENTIFIED
ACTIVITY, A RELEVANT COST DRIVER MUST BE SELECTED. THE COST DRIVER ACTS AS A MEASURE OF THE DEMAND PLACED ON AN
ACTIVITY BY A COST OBJECT. FOR EXAMPLE, THE ACTIVITY OF “PROCESSING A CUSTOMER ORDER” MIGHT HAVE A COST DRIVER
SUCH AS “NUMBER OF ORDERS PROCESSED.” SIMILARLY, “RECEIVING INVENTORY" MIGHT HAVE A COST DRIVER LIKE “NUMBER OF
DELIVERIES RECEIVED.” THE ACCURACY OF THE COST ALLOCATION IN ABC HEAVILY RELIES ON THE APPROPRIATE SELECTION OF
THESE COST DRIVERS. IN RETAIL, CHOOSING DRIVERS THAT ACCURATELY REFLECT THE CONSUMPTION OF ACTIVITIES BY
DIFFERENT PRODUCTS OR CUSTOMER SEGMENTS IS CRUCIAL.

ALLOCATING CosTs To CosT OBJECTS

ONCE ACTIVITIES AND THEIR COST DRIVERS ARE IDENTIFIED, THE COSTS ARE ALLOCATED TO COST OBJECTS. A COST OBJECT IS
ANYTHING FOR WHICH A SEPARATE MEASUREMENT OF COST IS DESIRED. IN RETAIL, THESE CAN INCLUDE INDIVIDUAL PRODUCTS,
PRODUCT CATEGORIES, SPECIFIC CUSTOMERS OR CUSTOMER SEGMENTS, SALES CHANNELS (E.G., BRICK~-AND-MORTAR STORES, E-
COMMERCE \X/EBSITE), OR EVEN SPECIFIC MARKETING CAMPAIGNS. THE COST OF AN ACTIVITY IS CALCULATED BY MULTIPLYING
THE ACTIVITY’'S COST DRIVER RATE (TOTAL COST OF THE ACTIVITY DIVIDED BY THE TOTAL VOLUME OF ITS COST DRIVER) BY
THE NUMBER OF COST DRIVER UNITS CONSUMED BY THE COST OBJECT. THIS DETAILED ALLOCATION PROVIDES A MORE ACCURATE
COST ASSIGNMENT THAN TRADITIONAL METHODS.

Key ACTIVITIES IN THE RETAIL VALUE CHAIN

A RETAIL BUSINESS IS A CHAIN OF INTERCONNECTED ACTIVITIES, EACH CONTRIBUTING TO THE VALUE DELIVERED TO THE
CUSTOMER. UNDERSTANDING THESE ACTIVITIES IS FUNDAMENTAL TO EFFECTIVE ACTIVITY BASED COSTING IN RETAIL. BY
DISSECTING THE OPERATIONS INTO MANAGEABLE TASKS, RETAILERS CAN MORE ACCURATELY ASSIGN COSTS AND IDENTIFY AREAS
FOR IMPROVEMENT. THESE ACTIVITIES CAN SPAN FROM PROCUREMENT AND INVENTORY MANAGEMENT TO SALES, MARKETING, AND
POST-SALE SERVICES.

PROCUREMENT AND SOURCING ACTIVITIES

THESE ACTIVITIES INVOLVE IDENTIFYING AND SELECTING SUPPLIERS, NEGOTIATING PRICES, AND PURCHASING GOODS. IN RETAIL,
THIS INCLUDES THE EFFORT SPENT ON VENDOR MANAGEMENT, PLACING PURCHASE ORDERS, AND ENSURING QUALITY CONTROL
UPON RECEIVING GOODS. THE COST ASSOCIATED WITH THESE ACTIVITIES IS DIRECTLY RELATED TO THE VOLUME AND
COMPLEXITY OF SOURCING NEW PRODUCTS OR MANAGING EXISTING SUPPLIER RELATIONSHIPS.

INVENTORY MANAGEMENT AND W/ AREHOUSING

THIS ENCOMPASSES ALL THE PROCESSES RELATED TO STORING AND MANAGING INVENTORY. KEY ACTIVITIES INCLUDE RECEIVING
GOODS, PUT-AWAY, STOCKTAKING, CYCLE COUNTING, MAINTAINING WAREHOUSE CONDITIONS, AND PREVENTING SPOILAGE OR



OBSOLESCENCE. THE COST DRIVERS HERE MIGHT BE THE NUMBER OF SKUs MANAGED, THE VOLUME OF INVENTORY HELD, OR THE
FREQUENCY OF STOCK MOVEMENTS. ACCURATE COSTING OF THESE ACTIVITIES IS VITAL FOR UNDERSTANDING THE TRUE COST OF
HOLDING STOCK.

MERCHANDISING AND PRODUCT PRESENTATION

THESE ACTIVITIES FOCUS ON HOW PRODUCTS ARE DISPLAYED AND PRESENTED TO CUSTOMERS. THIS INCLUDES SHELF STOCKING,
VISUAL MERCHANDISING, PRODUCT PLACEMENT, AND ENSURING THAT PRICING AND PROMOTIONAL INFORMATION ARE ACCURATE
AND UP-TO-DATE. THE COST OF THESE ACTIVITIES CAN BE INFLUENCED BY FACTORS LIKE THE NUMBER OF SKUs oN DISPLAY,
STORE SIZE, AND THE FREQUENCY OF STORE RESETS.

SALES AND CUSTOMER SERVICE ACTIVITIES

THIS BROAD CATEGORY INCLUDES ALL CUSTOMER-FACING INTERACTIONS. |T COVERS ASSISTING CUSTOMERS ON THE FLOOR,
PROCESSING TRANSACTIONS AT THE POINT OF SALE, HANDLING CUSTOMER INQUIRIES AND COMPLAINTS, MANAGING LOYALTY
PROGRAMS, AND FACILITATING RETURNS. THE COST OF SALES CAN BE INFLUENCED BY FACTORS SUCH AS THE NUMBER OF
TRANSACTIONS, THE COMPLEXITY OF SALES PROCESSES, AND THE LEVEL OF CUSTOMER SUPPORT REQUIRED.

MARKETING AND PROMOTION ACTIVITIES

THESE ARE THE EFFORTS UNDERTAKEN TO ATTRACT AND RETAIN CUSTOMERS. THIS INCLUDES ADVERTISING, SOCIAL MEDIA
MARKETING, EMAIL CAMPAIGNS, IN-STORE PROMOTIONS, AND LOYALTY PROGRAMS. THE COST DRIVERS COULD BE THE NUMBER OF
CAMPAIGNS RUN, THE REACH OF MARKETING EFFORTS, OR THE SPEND PER CUSTOMER ACQUISITION. UNDERSTANDING THE COST OF
ACQUIRING AND RETAINING CUSTOMERS IS CRITICAL FOR PROFITABILITY.

E-coMMerRCE AND DiGITAL OPERATIONS

FOR RETAILERS WITH AN ONLINE PRESENCE, SPECIFIC DIGITAL ACTIVITIES ARE CRUCIAL. THESE INCLUDE WEBSITE MAINTENANCE,
ONLINE ORDER PROCESSING, DIGITAL MARKETING, MANAGING ONLINE CUSTOMER REVIEWS, AND HANDLING ONLINE RETURNS. THE
COST DRIVERS HERE MIGHT RELATE TO WEBSITE TRAFFIC, THE NUMBER OF ONLINE ORDERS, OR THE VOLUME OF DIGITAL MARKETING
SPEND.

IMPLEMENTING ACTIVITY BASED COSTING IN YOUR RETAIL BUSINESS

IMPLEMENTING ACTIVITY BASED COSTING IN RETAIL REQUIRES A STRUCTURED AND SYSTEMATIC APPROACH. IT IS NOT A SIMPLE
ACCOUNTING ADJUSTMENT BUT A TRANSFORMATION IN HOW COSTS ARE VIEWED AND MANAGED. A SUCCESSFUL
IMPLEMENTATION INVOLVES SEVERAL KEY PHASES, FROM INITIAL PLANNING TO ONGOING REFINEMENT.

PHASE 1: PLANNING AND PREPARATION

THIS INITIAL PHASE IS CRUCIAL FOR SETTING THE FOUNDATION FOR THE ABC PROJECT. IT INVOLVES DEFINING THE OBJECTIVES OF
IMPLEMENTING ABC, SUCH AS IMPROVING PRODUCT PROFITABILITY ANALYSIS OR UNDERSTANDING CHANNEL COSTS. |T ALSO
REQUIRES SECURING BUY~IN FROM KEY STAKEHOLDERS, INCLUDING MANAGEMENT, FINANCE, AND OPERATIONS TEAMS. ASSEMBLING
A DEDICATED PROJECT TEAM WITH CROSS-FUNCTIONAL REPRESENTATION IS ESSENTIAL. CLEARLY DEFINING THE SCOPE OF THE
ABC IMPLEMENTATION — WHICH DEPARTMENTS OR PRODUCT LINES WILL BE INCLUDED INITIALLY — IS ALSO IMPORTANT TO
MANAGE COMPLEXITY.



PHASE 2: IDENTIFYING ACTIVITIES AND RESOURCES

THIS IS THE CORE OF THE ABC METHODOLOGY. RETAIL OPERATIONS NEED TO BE BROKEN DOWN INTO SPECIFIC, MEANINGFUL

ACTIVITIES. THIS CAN BE ACHIEVED THROUGH INTERVIEWS WITH STAFF, PROCESS MAPPING, AND ANALYSIS OF EXISTING

DOCUMENTATION. FOR EACH ACTIVITY, THE RESOURCES CONSUMED (E.G., LABOR, TECHNOLOGY, SPACE) NEED TO BE IDENTIFIED.

THIS REQUIRES A DEEP UNDERSTANDING OF HOW THE BUSINESS OPERATES ON A DAY-TO-DAY BASIS. RETAIL SPECIFIC ACTIVITIES
" n m"won

MIGHT INCLUDE “PROCESSING A RETURN,” “STOCKING A NEW PRODUCT,” “HANDLING A CUSTOMER QUERY,” OR “MANAGING
ONLINE ORDERS.”

PHASE 3: IDENTIFYING CosT DRIVERS

ONCE ACTIVITIES ARE DEFINED, THE NEXT STEP IS TO IDENTIFY APPROPRIATE COST DRIVERS FOR EACH. A COST DRIVER IS A
MEASURE OF WHAT CAUSES AN ACTIVITY TO OCCUR. FOR THE ACTIVITY “PROCESSING A RETURN,” THE COST DRIVER COULD BE
“NUMBER OF RETURNS PROCESSED.” FOR “STOCKING A NEW PRODUCT,” IT MIGHT BE “NUMBER OF NEW SKUS INTRODUCED.” FOR
“MANAGING ONLINE ORDERS,” IT COULD BE “NUMBER OF ONLINE ORDERS FULFILLED.” THE DRIVER SHOULD REFLECT THE ACTUAL
CONSUMPTION OF THE ACTIVITY BY DIFFERENT COST OBJECTS.

PHASE 4: CALCULATING ACTIVITY RATES

W/ITH THE COSTS OF RESOURCES ASSIGNED TO ACTIVITIES AND THE COST DRIVERS IDENTIFIED, THE NEXT STEP IS TO
CALCULATE THE RATE FOR EACH ACTIVITY. THIS IS DONE BY DIVIDING THE TOTAL COST OF AN ACTIVITY BY THE TOTAL
VOLUME OF ITS COST DRIVER. FOR INSTANCE, IF THE TOTAL COST OF PROCESSING RETURNS IS $1 0,000 AND THE TOTAL
NUMBER OF RETURNS PROCESSED IN A PERIOD IS 2,000, THE ACTIVITY RATE FOR PROCESSING RETURNS WOULD BE $5 PER
RETURN.

PHASE 5: AssIGNING CosTs To CosT OBJECTS

FINALLY, THE CALCULATED ACTIVITY RATES ARE USED TO ASSIGN COSTS TO THE RELEVANT COST OBJECTS. COST OBJECTS IN
RETAIL CAN BE DIVERSE, INCLUDING INDIVIDUAL PRODUCTS, PRODUCT CATEGORIES, CUSTOMER SEGMENTS, SALES CHANNELS (E.G.
E-COMMERCE VS. PHYSICAL STORE), OR EVEN SPECIFIC STORES WITHIN A CHAIN. THIS IS ACHIEVED BY MULTIPLYING THE
ACTIVITY RATE BY THE NUMBER OF COST DRIVER UNITS CONSUMED BY EACH COST OBJECT. FOR EXAMPLE, IF PRODUCT A IS
RETURNED 10 TIMES, ITS COST OBJECT WILL BE ASSIGNED $50 ($5/RETURN 10 RETURNS).

/

PHASE 6: ANALYSIS AND REFINEMENT

THE IMPLEMENTATION OF ABC IS NOT A ONE-TIME EVENT. THE COLLECTED DATA NEEDS TO BE ANALYZED TO DERIVE MEANINGFUL
INSIGHTS. THIS INVOLVES COMPARING THE COSTS OF DIFFERENT PRODUCTS, CUSTOMER SEGMENTS, OR CHANNELS TO IDENTIFY
PROFITABILITY DRIVERS AND INEFFICIENCIES. THE ABC SYSTEM SHOULD ALSO BE REVIEWED AND REFINED PERIODICALLY TO
ENSURE THAT ACTIVITIES, COST DRIVERS, AND COST ALLOCATIONS REMAIN RELEVANT AND ACCURATE AS THE BUSINESS
EVOLVES.

THe BeENEFITS OF ACTIVITY BASED COSTING FOR RETAILERS

IMPLEMENTING ACTIVITY BASED COSTING IN RETAIL OFFERS A MULTITUDE OF ADVANTAGES THAT CAN SIGNIFICANTLY ENHANCE A
RETAILER'S UNDERSTANDING OF ITS OPERATIONS AND PROFITABILITY. BY PROVIDING A MORE ACCURATE COST ALLOCATION,
ABC EMPOWERS BUSINESSES TO MAKE SMARTER STRATEGIC DECISIONS, OPTIMIZE RESOURCE UTILIZATION, AND ULTIMATELY
IMPROVE THEIR COMPETITIVE POSITION.



ENHANCED PRODUCT PROFITABILITY ANALYSIS

TRADITIONAL COSTING CAN OBSCURE THE TRUE PROFITABILITY OF INDIVIDUAL PRODUCTS, ESPECIALLY THOSE WITH COMPLEX
SUPPORT REQUIREMENTS OR THOSE THAT CONSUME A DISPROPORTIONATE AMOUNT OF OVERHEAD. ABC ALLOWS RETAILERS TO
UNDERSTAND THE COSTS ASSOCIATED WITH BRINGING EACH PRODUCT TO MARKET, INCLUDING THE COST OF MERCHANDISING,
INVENTORY HOLDING, MARKETING, AND CUSTOMER SERVICE FOR THAT SPECIFIC ITEM. THIS GRANULAR VIEW HELPS IDENTIFY HIGH-
MARGIN PRODUCTS AND THOSE THAT MAY BE UNDERPERFORMING ONCE ALL ASSOCIATED ACTIVITIES ARE COSTED.

IMPROVED UNDERSTANDING OF CUSTOMER PROFITABILITY

NOT ALL CUSTOMERS ARE EQUALLY PROFITABLE. ABC CAN TRACE THE COSTS ASSOCIATED WITH SERVING DIFFERENT
CUSTOMER SEGMENTS, CONSIDERING THE ACTIVITIES INVOLVED IN SALES, CUSTOMER SUPPORT, ORDER PROCESSING, AND RETURNS
FOR EACH GROUP. THIS ALLOWS RETAILERS TO IDENTIFY THEIR MOST VALUABLE CUSTOMERS AND TAILOR STRATEGIES TO
BETTER SERVE AND RETAIN THEM, WHILE ALSO UNDERSTANDING THE COST OF SERVING LESS PROFITABLE SEGMENTS.

More AcCCURATE CHANNEL COSTING

IN TODAY’S MULTI-CHANNEL RETAIL ENVIRONMENT, UNDERSTANDING THE COST OF OPERATING THROUGH DIFFERENT CHANNELS
(E.G., BRICK~AND~"MORTAR STORES, EFCOMMERCE WEBSITES, MOBILE APPS) IS CRITICAL. ABC CAN ACCURATELY ASSIGN
OVERHEAD COSTS TO EACH CHANNEL , REVEALING THE TRUE PROFITABILITY OF EACH SALES AVENUE. THIS INSIGHT CAN INFORM
DECISIONS ABOUT CHANNEL INVESTMENT, OPTIMIZATION, AND RESOURCE ALLOCATION.

OPTIMIZED RESOURCE ALLOCATION AND EFFICIENCY

BY IDENTIFYING THE COST OF SPECIFIC ACTIVITIES, RETAILERS CAN PINPOINT AREAS OF INEFFICIENCY. For INSTANCE, IF THE
ACTIVITY OF “PROCESSING CUSTOMER RETURNS” IS FOUND TO BE EXCESSIVELY COSTLY, MANAGEMENT CAN INVESTIGATE THE
UNDERLYING CAUSES AND IMPLEMENT PROCESS IMPROVEMENTS OR AUTOMATION TO REDUCE THAT COST. THIS FOCUS ON
ACTIVITY COSTS DRIVES EFFICIENCY IMPROVEMENTS ACROSS THE ORGANIZATION.

BETTER PRICING STRATEGIES

W/ ITH A MORE ACCURATE UNDERSTANDING OF PRODUCT COSTS, RETAILERS CAN DEVELOP MORE EFFECTIVE PRICING STRATEGIES.
KNOWING THE FULL COST OF A PRODUCT, INCLUDING ITS ACTIVITY-BASED OVERHEADS, ALLOWS FOR PRICING THAT ENSURES
PROFITABILITY WHILE REMAINING COMPETITIVE. THIS CAN BE PARTICULARLY IMPORTANT FOR COMPLEX PRODUCT LINES OR
CUSTOMIZED OFFERINGS.

INFORMED DECISION-MAKING ON PROMOTIONS AND MARKETING

ABC CAN HELP RETAILERS ASSESS THE PROFITABILITY OF DIFFERENT PROMOTIONS AND MARKETING CAMPAIGNS BY ATTRIBUTING
THE ASSOCIATED ACTIVITY COSTS. THIS ALLOWS FOR A CLEARER PICTURE OF THE RETURN ON INVESTMENT FOR MARKETING
EFFORTS, ENABLING BETTER ALLOCATION OF MARKETING BUDGETS AND MORE EFFECTIVE CAMPAIGN DESIGN.

Repucep W ASTE AND CosT SAVINGS

THE GRANULAR INSIGHTS PROVIDED BY ABC HIGHLIGHT NON-VALUE-ADDED ACTIVITIES OR ACTIVITIES THAT ARE PERFORMED
INEFFICIENTLY. IDENTIFYING AND ELIMINATING OR STREAMLINING THESE ACTIVITIES CAN LEAD TO SIGNIFICANT COST SAVINGS AND
A REDUCTION IN OVERALL OPERATIONAL WASTE.



CHALLENGES AND CoNsIDERATIONS FOR ABC IN RETAIL

\W/HILE THE BENEFITS OF ACTIVITY BASED COSTING IN RETAIL ARE SUBSTANTIAL, ITS IMPLEMENTATION IS NOT WITHOUT
CHALLENGES. RETAILERS MUST BE PREPARED TO ADDRESS THESE POTENTIAL HURDLES TO ENSURE A SUCCESSFUL AND
susTAINABLE ABC sysTem.

CoMPLEXITY AND DATA REQUIREMENTS

ONE OF THE PRIMARY CHALLENGES IS THE COMPLEXITY INVOLVED IN IDENTIFYING ALL RELEVANT ACTIVITIES, RESOURCES, AND
COST DRIVERS WITHIN A RETAIL ORGANIZATION. THIS REQUIRES EXTENSIVE DATA COLLECTION AND ANALYSIS, WHICH CAN BE
TIME-CONSUMING AND RESOURCE-INTENSIVE. RETAIL OPERATIONS ARE OFTEN DYNAMIC, MAKING IT DIFFICULT TO MAINTAIN AN UP-
TO-DATE AND ACCURATE PICTURE OF ACTIVITIES AND THEIR ASSOCIATED COSTS.

ResisTANCE To CHANGE

IMPLEMENTING ABC OFTEN REQUIRES SIGNIFICANT CHANGES TO EXISTING ACCOUNTING AND OPERATIONAL PROCESSES.
EMPLOYEES MAY RESIST THESE CHANGES, ESPECIALLY IF THEY PERCEIVE THE NEW SYSTEM AS OVERLY COMPLEX OR IF THEY FEAR
THAT IT WILL HIGHLIGHT INEFFICIENCIES THAT REFLECT POORLY ON THEIR DEPARTMENTS. EFFECTIVE CHANGE MANAGEMENT,
COMMUNICATION, AND TRAINING ARE CRUCIAL TO OVERCOME THIS RESISTANCE.

SeELECTION oF APPROPRIATE CoST DRIVERS

THE ACCURACY OF ABC HEAVILY RELIES ON THE SELECTION OF APPROPRIATE COST DRIVERS. CHOOSING DRIVERS THAT DO NOT
ACCURATELY REFLECT RESOURCE CONSUMPTION CAN LEAD TO DISTORTED COST ALLOCATIONS AND MISLEADING INSIGHTS.
IDENTIFYING THE MOST RELEVANT AND MEASURABLE COST DRIVERS FOR EACH ACTIVITY IN A DIVERSE RETAIL ENVIRONMENT CAN
BE CHALLENGING.

CosT OF IMPLEMENTATION AND MAINTENANCE

IMPLEMENTING AN ABC SYSTEM CAN BE EXPENSIVE, INVOLVING SOFTWARE INVESTMENTS, TRAINING COSTS, AND THE
ALLOCATION OF INTERNAL RESOURCES. MOREOVER, MAINTAINING THE SYSTEM REQUIRES ONGOING EFFORT TO UPDATE
ACTIVITIES, DRIVERS, AND COST DATA AS THE BUSINESS EVOLVES. RETAILERS MUST CAREFULLY WEIGH THE COSTS AGAINST
THE EXPECTED BENEFITS.

POTENTIAL FOR OVER-ENGINEERING

THERE IS A RISK OF MAKING THE ABC SYSTEM OVERLY DETAILED AND COMPLEX, TO THE POINT \WHERE IT BECOMES
UNMANAGEABLE AND DIFFICULT TO INTERPRET. THE GOAL IS TO ACHIEVE A SUFFICIENT LEVEL OF ACCURACY WITHOUT CREATING
AN UNNECESSARILY BURDENSOME SYSTEM. STRIKING THE RIGHT BALANCE IS KEY.

INTEGRATION WITH EXISTING SYSTEMS

INTEGRATING A NEW ABC SYSTEM WITH EXISTING ENTERPRISE RESOURCE PLANNING (ERP) OR OTHER FINANCIAL MANAGEMENT
SYSTEMS CAN BE TECHNICALLY CHALLENGING. ENSURING SEAMLESS DATA FLOW AND COMPATIBILITY IS ESSENTIAL FOR EFFICIENT
OPERATION.



DynAMIC NATURE OF RETAIL

THE RETAIL INDUSTRY IS CHARACTERIZED BY RAPID CHANGES IN PRODUCT LINES, CUSTOMER PREFERENCES, AND MARKET
CONDITIONS. THIS DYNAMISM CAN MAKE IT DIFFICULT TO KEEP AN ABC SYSTEM CURRENT. REGULAR REVIEWS AND UPDATES ARE
NECESSARY TO ENSURE THE SYSTEM REMAINS RELEVANT AND PROVIDES ACCURATE INSIGHTS INTO ACTIVITY BASED COSTING IN
RETAIL.

LeEVERAGING ABC DATA FOrR STRATEGIC RETAIL DECISIONS

THE TRUE VALUE OF ACTIVITY BASED COSTING IN RETAIL LIES IN ITS ABILITY TO INFORM STRATEGIC DECISION-MAKING. THE
DETAILED COST INFORMATION GENERATED BY AN ABC SYSTEM PROVIDES RETAILERS WITH THE INSIGHTS NEEDED TO OPTIMIZE
PERFORMANCE, ENHANCE PROFITABILITY, AND GAIN A COMPETITIVE EDGE.

ProbuUCT PORTFOLIO MANAGEMENT

ABC DATA CAN REVEAL WHICH PRODUCTS ARE TRULY PROFITABLE AND WHICH ARE NOT, AFTER ACCOUNTING FOR ALL
ASSOCIATED ACTIVITIES. THIS ALLOWS RETAILERS TO MAKE INFORMED DECISIONS ABOUT EXPANDING OR RATIONALIZING THEIR
PRODUCT LINES. FOR INSTANCE, IF CERTAIN NICHE PRODUCTS CONSUME SIGNIFICANT CUSTOMER SERVICE RESOURCES BUT
GENERATE LOW MARGINS, A RETAILER MIGHT CONSIDER DISCONTINUING THEM OR ADJUSTING THEIR PRICING STRATEGY.

CUSTOMER SEGMENTATION AND RELATIONSHIP MANAGEMENT

BY UNDERSTANDING THE COST OF SERVING DIFFERENT CUSTOMER SEGMENTS, RETAILERS CAN DEVELOP TARGETED STRATEGIES.
HIGH-VALUE CUSTOMERS WHO ARE COST-EFFECTIVE TO SERVE CAN RECEIVE ENHANCED LOYALTY PROGRAMS AND PERSONALIZED
OFFERS. CONVERSELY, STRATEGIES CAN BE DEVISED TO REDUCE THE COST OF SERVING LESS PROFITABLE SEGMENTS OR TO
INCENTIVIZE THEM TO ADOPT MORE COST-EFFICIENT PURCHASING BEHAVIORS.

CHANNEL STRATEGY OPTIMIZATION

ABC PROVIDES CLARITY ON THE PROFITABILITY OF DIFFERENT SALES CHANNELS. IF THE E-COMMERCE CHANNEL, DESPITE HIGH
SALES VOLUME, IS REVEALED TO BE LESS PROFITABLE DUE TO HIGH ORDER FULFILLMENT AND RETURN PROCESSING COSTS, A
RETAILER MIGHT FOCUS ON OPTIMIZING THESE ACTIVITIES OR ADJUSTING ITS ONLINE PRICING AND SHIPPING POLICIES. SIMILARLY,
INSIGHTS INTO PHYSICAL STORE COSTS CAN GUIDE DECISIONS ON STAFFING, STORE LAYOUT, AND INVENTORY LEVELS.

OPERATIONAL EFFICIENCY IMPROVEMENTS

THE IDENTIFICATION OF COSTLY OR INEFFICIENT ACTIVITIES PROVIDES A CLEAR ROADMAP FOR OPERATIONAL IMPROVEMENTS.
RETAILERS CAN INVEST IN TECHNOLOGY, TRAINING, OR PROCESS REDESIGN TO REDUCE THE COST OF KEY ACTIVITIES SUCH AS
INVENTORY MANAGEMENT, ORDER PROCESSING, OR CUSTOMER SERVICE. THIS LEADS TO A MORE STREAMLINED AND COST-
EFFECTIVE OPERATION.

MERCHANDISING AND STORE LAYoOUT DEecCISIONS

UNDERSTANDING THE COST ASSOCIATED WITH MERCHANDISING SPECIFIC PRODUCT CATEGORIES OR THE EFFORT INVOLVED IN
MAINTAINING DIFFERENT STORE SECTIONS CAN INFLUENCE DECISIONS ABOUT STORE LAYOUT AND PRODUCT PLACEMENT.
RETAILERS CAN PRIORITIZE SPACE AND RESOURCES FOR THE MOST PROFITABLE ACTIVITIES AND PRODUCTS.



SupPLY CHAIN CosT ANALYSIS

ABC CAN EXTEND TO ANALYZING THE COSTS WITHIN THE SUPPLY CHAIN, IDENTIFYING EXPENSIVE ACTIVITIES RELATED TO
LOGISTICS, WAREHOUSING, AND SUPPLIER MANAGEMENT. THIS ALLOWS FOR TARGETED NEGOTIATIONS WITH SUPPLIERS OR
IMPROVEMENTS IN LOGISTICS PROCESSES TO REDUCE OVERALL COSTS.

BENCHMARKING AND PERFORMANCE MEASUREMENT

ABC PROVIDES A FRAMEWORK FOR BENCHMARKING THE COST OF SPECIFIC ACTIVITIES AGAINST INDUSTRY STANDARDS OR
AGAINST THE RETAILER'S OWN HISTORICAL PERFORMANCE. THIS ALLOWS FOR CONTINUOUS MONITORING AND IMPROVEMENT OF
OPERATIONAL EFFICIENCY AND COST MANAGEMENT.

ReaL-\WorLD APPLICATIONS oF ABC IN RETAIL SCENARIOS

TO ILLUSTRATE THE PRACTICAL IMPACT OF ACTIVITY BASED COSTING IN RETAIL, CONSIDER THESE HYPOTHETICAL SCENARIOS
THAT DEMONSTRATE HOW ABC CAN DRIVE SIGNIFICANT IMPROVEMENTS:

SceNARIO 1: A LARGE DEPARTMENT STORE

A LARGE DEPARTMENT STORE CHAIN USES ABC TO UNDERSTAND THE PROFITABILITY OF ITS VARIOUS DEPARTMENTS (E.G./
ELECTRONICS, APPAREL, HOME GOODS) AND INDIVIDUAL PRODUCT LINES WITHIN THEM. THEY DISCOVER THAT WHILE
ELECTRONICS GENERATE HIGH REVENUE, THE HIGH COST OF SPECIALIZED SALES STAFF, INTRICATE PRODUCT DEMONSTRATIONS,
AND A HIGHER RATE OF CUSTOMER INQUIRIES SIGNIFICANTLY REDUCE ITS NET PROFITABILITY. APPAREL/ ON THE OTHER HAND, HAS
LOWER PER-ITEM MARGINS BUT REQUIRES LESS SPECIALIZED SUPPORT AND HAS LOWER RETURN RATES, MAKING IT MORE
PROFITABLE ON A NET BASIS. THIS INSIGHT LEADS THEM TO REALLOCATE MARKETING SPEND FROM ELECTRONICS TO APPAREL AND
INVEST IN MORE EFFICIENT TRAINING FOR ELECTRONICS STAFF TO REDUCE INQUIRY COSTS.

ScENARIO 2: AN ONLINE FASHION RETAILER

AN ONLINE FASHION RETAILER IMPLEMENTS ABC TO ANALYZE THE COST OF ITS DIFFERENT SALES CHANNELS AND CUSTOMER
SEGMENTS. THEY FIND THAT WHILE THEIR MOBILE APP GENERATES A SIGNIFICANT NUMBER OF ORDERS, THE COST OF PROCESSING
THESE SMALL-VALUE ORDERS AND THE ASSOCIATED CUSTOMER SERVICE FOR APP-SPECIFIC ISSUES IS DISPROPORTIONATELY HIGH.
THEY ALSO IDENTIFY A SEGMENT OF DISCOUNT-SEEKING CUSTOMERS WHO FREQUENTLY USE PROMOTIONAL CODES AND RETURN
ITEMS, LEADING TO NEGATIVE PROFITABILITY FOR THAT SEGMENT. BAseED oN THIS, THEY REFINE THEIR APP’'S USER INTERFACE TO
ENCOURAGE LARGER ORDER VALUES AND STREAMLINE THE RETURN PROCESS FOR DISCOUNT CUSTOMERS, POTENTIALLY BY
OFFERING STORE CREDIT INSTEAD OF REFUNDS.

SceNARIO 3: A GROCERY CHAIN

A GROCERY CHAIN USES ABC TO ANALYZE THE COST OF MANAGING DIFFERENT PRODUCT CATEGORIES. THEY FIND THAT
PERISHABLE ITEMS, SUCH AS FRESH PRODUCE AND DAIRY, INCUR HIGH COSTS RELATED TO INVENTORY SPOILAGE, SPECIALIZED
STORAGE, AND FREQUENT RESTOCKING. \WHILE THESE ITEMS ARE ESSENTIAL FOR CUSTOMER TRAFFIC, THEIR CONTRIBUTION TO
OVERALL PROFIT IS LESS THAN PERCEIVED. NON-PERISHABLE GOODS, DESPITE LOWER PERCEIVED APPEAL, HAVE MORE STABLE
INVENTORY MANAGEMENT COSTS AND HIGHER PROFIT MARGINS. THIS LEADS THE CHAIN TO OPTIMIZE INVENTORY LEVELS FOR
PERISHABLES, EXPLORE SUPPLIER AGREEMENTS TO REDUCE SPOILAGE, AND STRATEGICALLY PLACE HIGHER"MARGIN NON-
PERISHABLES IN PRIME LOCATIONS.



SceENARIO 4: A SPECIALTY BOUTIQUE

A SPECIALTY BOUTIQUE USES ABC TO UNDERSTAND THE COST OF PERSONALIZED CUSTOMER SERVICE. THEY FIND THAT THE
TIME SPENT BY STAFF ON DETAILED PRODUCT KNOWLEDGE, STYLING ADVICE, AND BESPOKE ORDER FULFILLMENT FOR CERTAIN
HIGH-END ITEMS CONTRIBUTES SIGNIFICANTLY TO THEIR COST STRUCTURE. HO\X/EVER, THIS HIGH LEVEL OF SERVICE IS ALSO A
KEY DIFFERENTIATOR AND DRIVER OF CUSTOMER LOYALTY. ABC HELPS THEM QUANTIFY THIS SERVICE COST, ALLOWING THEM
TO JUSTIFY PREMIUM PRICING FOR THESE SERVICES AND PRODUCTS. THEY CAN ALSO IDENTIFY OPPORTUNITIES TO OFFER TIERED
SERVICE LEVELS, WITH SOME CUSTOMERS OPTING FOR LESS INTENSIVE BUT MORE COST-EFFECTIVE SERVICE OPTIONS.

ConNcLUSION: RETHINKING RETAIL PROFITABILITY WITH ABC

ACTIVITY BASED COSTING IN RETAIL IS MORE THAN JUST AN ACCOUNTING TECHNIQUE, IT'S A STRATEGIC IMPERATIVE FOR
BUSINESSES AIMING TO THRIVE IN TODAY'S COMPETITIVE MARKETPLACE. BY MOVING BEYOND TRADITIONAL, VOLUME-BASED
COSTING METHODS, RETAILERS CAN GAIN AN UNPRECEDENTED LEVEL OF INSIGHT INTO THE TRUE COST OF THEIR OPERATIONS,
PRODUCTS, AND CUSTOMER SEGMENTS. THE GRANULAR DATA PROVIDED BY ABC ALLOWS FOR ACCURATE ASSESSMENT OF
PRODUCT PROFITABILITY, EFFECTIVE CUSTOMER SEGMENTATION, AND INFORMED DECISIONS REGARDING CHANNEL STRATEGY AND
RESOURCE ALLOCATION. WHILE THE IMPLEMENTATION OF ABC REQUIRES CAREFUL PLANNING, RESOURCE INVESTMENT, AND A
COMMITMENT TO CHANGE MANAGEMENT, THE BENEFITS—INCLUDING ENHANCED EFFICIENCY , REDUCED WASTE, IMPROVED PRICING
STRATEGIES, AND ULTIMATELY, INCREASED PROFITABILITY——ARE SUBSTANTIAL. EMBRACING ACTIVITY BASED COSTING
EMPOWERS RETAILERS TO NOT ONLY UNDERSTAND THEIR COSTS BUT TO ACTIVELY MANAGE AND OPTIMIZE THEM, PAVING THE
WAY FOR SUSTAINABLE GROWTH AND A STRONGER COMPETITIVE POSITION IN THE EVER"EVOLVING RETAIL LANDSCAPE.

FREQUENTLY AskeD QUESTIONS

How 1s AcTiviTy BAsep COSTING (ABC) DIFFERENT FROM TRADITIONAL COSTING
METHODS IN A RETAIL ENVIRONMENT?

TRADITIONAL COSTING IN RETAIL OFTEN ALLOCATES OVERHEAD BASED ON VOLUME-DRIVEN BASES LIKE SALES REVENUE OR
SQUARE FOOTAGE. ABC, HOWEVER, IDENTIFIES SPECIFIC ACTIVITIES (E.G., CUSTOMER SERVICE, INVENTORY MANAGEMENT, ONLINE
ORDER FULFILLMENT) AND ASSIGNS COSTS BASED ON THE ACTUAL CONSUMPTION OF THESE ACTIVITIES BY DIFFERENT PRODUCTS,
SERVICES, OR CUSTOMER SEGMENTS. THIS PROVIDES A MORE ACCURATE UNDERSTANDING OF TRUE PROFITABILITY.

\WHAT ARE SOME KEY ACTIVITIES IN RETAIL THAT ABC CAN HELP COST?

Key ACTIVITIES IN RETAIL THAT ABC CAN EFFECTIVELY COST INCLUDE: HANDLING CUSTOMER INQUIRIES, MANAGING INVENTORY
(RECEIVINGI STOCKING, CYCLE COUNTS), PROCESSING SALES TRANSACTIONS (IN‘STORE AND ONLINE), MANAGING RETURNS,
MARKETING AND PROMOTIONS, VISUAL MERCHANDISING, ONLINE ORDER PICKING AND PACKING, AND DELIVERY/SHIPPING.

\WHAT ARE THE BENEFITS OF IMPLEMENTING ABC FOR A RETAIL BUSINESS?

BENEFITS INCLUDE IMPROVED PRODUCT AND CUSTOMER PROFITABILITY ANALYSIS, BETTER PRICING DECISIONS, IDENTIFICATION OF
INEFFICIENT PROCESSES, MORE ACCURATE INVENTORY VALUATION, ENHANCED UNDERSTANDING OF COST DRIVERS, AND SUPPORT
FOR STRATEGIC DECISIONS LIKE PRODUCT ASSORTMENT OR CHANNEL OPTIMIZATION.

How cAN ABC HELP A RETAILER UNDERSTAND THE TRUE COST OF ONLINE VERSUS IN-
STORE SALES?

ABC CAN TRACK AND ASSIGN COSTS TO ACTIVITIES SPECIFIC TO EACH CHANNEL. FOR ONLINE SALES, THIS MIGHT INCLUDE
WEBSITE MAINTENANCE, DIGITAL MARKETING, ORDER PROCESSING, W AREHOUSING, PICKING, PACKING, AND SHIPPING. FOR IN-STORE
SALES, IT MIGHT INCLUDE RENT, UTILITIES, SALES ASSOCIATE SALARIES, IN"STORE MARKETING, AND STORE MAINTENANCE. THIS
REVEALS THE OFTEN-HIDDEN COSTS ASSOCIATED WITH E-COMMERCE.



\WHAT ARE THE CHALLENGES OF IMPLEMENTING ABC IN A LARGE RETAIL CHAIN?

CHALLENGES INCLUDE THE COMPLEXITY OF IDENTIFYING AND DEFINING ALL RELEVANT ACTIVITIES, THE SIGNIFICANT EFFORT
REQUIRED TO GATHER DATA FOR COST DRIVERS, THE POTENTIAL NEED FOR NEW SOFTWARE SYSTEMS, RESISTANCE TO CHANGE
FROM EMPLOYEES, AND THE ONGOING MAINTENANCE AND UPDATING OF THE ABC sYSTEM AS BUSINESS PROCESSES EVOLVE.

How cAN ABC HELP RETAILERS MAKE BETTER DECISIONS ABOUT PRODUCT
ASSORTMENT OR PROMOTIONS?

BY UNDERSTANDING THE TRUE COST TO SUPPORT EACH PRODUCT OR PROMOTIONAL CAMPAIGN, RETAILERS CAN IDENTIFY WHICH
ITEMS ARE TRULY PROFITABLE AFTER ALL ACTIVITIES ARE ACCOUNTED FOR. THIS ALLOWS THEM TO FOCUS ON HIGH-MARGIN
PRODUCTS, DISCONTINUE UNPROFITABLE ONES, AND DESIGN MORE EFFECTIVE PROMOTIONS BY UNDERSTANDING THE COST OF
CUSTOMER ACQUISITION AND ENGAGEMENT.

ADDITIONAL RESOURCES

Here ARE @ BOOK TITLES RELATED TO ACTIVITY-BASED CosTING (ABC) IN RETAIL, WITH SHORT DESCRIPTIONS:

1. AcTiviTY-BAseD CoSTING FOR RETAIL: DRIVING PROFITABILITY THROUGH PReCISE CoST ALLOCATION

THIS FOUNDATIONAL TEXT EXPLAINS THE CORE PRINCIPLES OF ABC AND HOW IT CAN BE SPECIFICALLY ADAPTED TO THE UNIQUE
CHALLENGES OF THE RETAIL ENVIRONMENT. |T DETAILS HOW TO IDENTIFY AND ALLOCATE COSTS TO CUSTOMER ACTIVITIES,
PRODUCT LINES, AND INDIVIDUAL STORE OPERATIONS. THE BOOK EMPHASIZES THE BENEFITS OF GAINING A CLEARER
UNDERSTANDING OF TRUE PROFITABILITY DRIVERS FOR BETTER STRATEGIC DECISION-MAKING.

2. RETAIL PERFORMANCE MANAGEMENT WITH ACTIVITY-BASED COSTING

THIS BOOK FOCUSES ON HOW ABC CAN BE INTEGRATED INTO BROADER RETAIL PERFORMANCE MANAGEMENT SYSTEMS. |T
PROVIDES PRACTICAL GUIDANCE ON USING ABC DATA TO SET TARGETS, MEASURE PROGRESS, AND IDENTIFY AREAS FOR
IMPROVEMENT IN AREAS LIKE SUPPLY CHAIN, MARKETING, AND CUSTOMER SERVICE. READERS WILL LEARN HOW TO TRANSLATE
ABC INSIGHTS INTO ACTIONABLE STRATEGIES FOR ENHANCING OVERALL RETAIL PERFORMANCE.

3. UNDERSTANDING CUSTOMER PROFITABILITY: AN ACTIVITY-BASED COSTING APPROACH FOR RETAILERS

THIS TITLE DELVES INTO THE CRITICAL ASPECT OF CUSTOMER PROFITABILITY WITHIN THE RETAIL SECTOR. |T OUTLINES HOW TO
USe ABC TO ACCURATELY CALCULATE THE COSTS ASSOCIATED WITH SERVING DIFFERENT CUSTOMER SEGMENTS, FROM HIGH-
VOLUME SHOPPERS TO THOSE REQUIRING MORE SUPPORT. THE BOOK OFFERS STRATEGIES FOR IDENTIFYING AND NURTURING
PROFITABLE CUSTOMER RELATIONSHIPS WHILE OPTIMIZING RESOURCES FOR LESS PROFITABLE ONES.

4. The ABC ApVvANTAGE: CoST MANAGEMENT FOR THE MODERN RETAILER

THIS PRACTICAL GUIDE EXPLORES THE COMPETITIVE ADVANTAGES GAINED BY RETAILERS ADOPTING ACTIVITY-BASED COSTING.
|T COVERS THE IMPLEMENTATION PROCESS, INCLUDING DATA COLLECTION, DRIVER ANALYSIS, AND REPORTING, TAILORED FOR
RETAIL OPERATIONS. THE BOOK HIGHLIGHTS HOW ABC CAN LEAD TO IMPROVED PRICING STRATEGIES, MORE EFFICIENT RESOURCE
ALLOCATION, AND ULTIMATELY, A STRONGER BOTTOM LINE.

5. LEAN RETAIL AND ACTIVITY-BASED COSTING: ELIMINATING W ASTE AND MAXIMIZING V ALUE

THIS BOOK COMBINES THE PRINCIPLES OF LEAN MANAGEMENT WITH THE PRECISION OF ACTIVITY-BASED COSTING WITHIN A
RETAIL CONTEXT. |T EXPLAINS HOW TO IDENTIFY AND ELIMINATE NON-VALUE-ADDED ACTIVITIES THAT INFLATE COSTS, USING
ABC TO PINPOINT WHERE WASTE OCCURS. THE AIM IS TO HELP RETAILERS STREAMLINE OPERATIONS AND DELIVER GREATER
VALUE TO CUSTOMERS BY UNDERSTANDING THE TRUE COST OF EVERY ACTIVITY.

6. STRATEGIC PRICING IN RETAIL: LEVERAGING ACTIVITY-BASED COSTING INSIGHTS

THIS BOOK FOCUSES ON HOW ABC CAN REVOLUTIONIZE PRICING STRATEGIES IN THE RETAIL INDUSTRY. |T DEMONSTRATES HOW
TO MOVE BEYOND TRADITIONAL COST-PLUS METHODS BY UNDERSTANDING THE ACTUAL COSTS ASSOCIATED WITH DIFFERENT
PRODUCTS, CHANNELS, AND CUSTOMER INTERACTIONS. RETAILERS WILL LEARN HOW TO SET PRICES THAT REFLECT TRUE VALUE
AND PROFITABILITY, LEADING TO INCREASED REVENUE AND MARKET SHARE.

7. AcTIvITY-BASED CoSTING FOR E-coMMERCE RETAIL: OPTIMIZING ONLINE OPERATIONS
THIS SPECIALIZED TITLE ADDRESSES THE SPECIFIC APPLICATION OF ABC TO THE E-COMMERCE RETAIL LANDSCAPE. |T COVERS
THE UNIQUE COST DRIVERS IN ONLINE SALES, SUCH AS WEBSITE DEVELOPMENT, DIGITAL MARKETING, ORDER FULFILLMENT, AND



RETURNS PROCESSING. | HE BOOK PROVIDES METHODS FOR ACCURATELY COSTING ONLINE CHANNELS AND CUSTOMER JOURNEYS
TO IMPROVE PROFITABILITY IN THE DIGITAL SPACE.

8. RETAIL OPERATIONS IMPROVEMENT WITH ACTIVITY-BASED COSTING

THIS PRACTICAL HANDBOOK PROVIDES A STEP-BY-STEP APPROACH TO USING ABC FOR OPERATIONAL IMPROVEMENTS IN RETAIL.
[T FOCUSES ON IDENTIFYING COST DRIVERS WITHIN VARIOUS RETAIL FUNCTIONS, FROM MERCHANDISING AND INVENTORY
MANAGEMENT TO CUSTOMER SERVICE AND IN-STORE OPERATIONS. THE BOOK OFFERS CASE STUDIES AND BEST PRACTICES FOR
LEVERAGING ABC DATA TO ENHANCE EFFICIENCY AND REDUCE OPERATING EXPENSES.

Q. PROFITABILITY ANALYSIS IN RETAIL: AN ACTIVITY-BASED COSTING FRAMEW ORK

THIS COMPREHENSIVE RESOURCE OFFERS A STRUCTURED FRAMEWORK FOR ANALYZING PROFITABILITY ACROSS ALL FACETS OF A
RETAIL BUSINESS USING ABC. IT EXPLAINS HOW TO BREAK DOWN COSTS BY PRODUCT, DEPARTMENT, STORE, AND CUSTOMER
TO UNCOVER HIDDEN PROFIT OPPORTUNITIES. THE BOOK EMPOWERS RETAILERS TO MAKE DATA-DRIVEN DECISIONS ABOUT
PRODUCT ASSORTMENTS, MARKETING INVESTMENTS, AND OPERATIONAL STRATEGIES.
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