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abstract: Every accounting student of the past sixty years has

‘t; learned about inventory costing- a bookkeeping procedure
that manufacturing accountants follow to separate the
production expense of an accounting period from the cost of
manufactured product inventories at the end of the period.
(Johnson and Kaplan, 1991, p. 130) This technique of valuing
inventory should, although often practiced, not be used for
managerial decision making though. It oversimplifies the
consumption of overhead costs by products, services and
customers and therefore leads to distorted cost information.
Activity-based costing (ABC), developed by single
manufacturing firms in the early 1980s, seems to provide more
reliable information. The second part of this work describes the
concept of ABC by summarizing the arguments of two
pioneers in this field. In their book Relevance Lost: The Rise and
Fall of Management Accounting, first published in 1987,...
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