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This study aims to examine the application of the Activity-Based Costing method i
determining room rental prices at Patra Bandung Hotel. This research employed |
descriptive analysis approach, utilizing semi-structured interviews with hotel financ
personnel and collecting quantitative data from financial records covering overhead
operational, and maintenance costs from the fiscal year 2024. Furthermore, cos
calculations based on the Activity-Based Costing method were applied to a sample o
five room types, and the results were systematically compared to pricing structure
previously established by the hotel management using traditional costing methods. Th
results showed that the application of Activity-Based Costing led to more accurate an
generally lower cost allocations for several room categories, highlighting inefficiencie
in the conventional pricing system. These findings have broader implications for cos

Industry; Cost Analysis. control and pricing strategy in the hospitality industry, particularly for mid-sized hotel

in developing economies seeking competitive advantage through financial efficiency.
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INTRODUCTION

The tourism industry is one of the sectors that experiencing rapid growth and making a
significant contribution to the global economy (Li et al., 2022; Yang & Arthur, 2021). The Central
Statistics Agency (BPS) recorded a cumulative total of 11.68 million international tourist visits to
Indonesia during the January-December 2023 period, representing a 98.30 percent increase compared
to 2022 (BPS, 2024b). With its diverse range of tourist destinations, tourism acts as a catalyst for
growth in other supporting sectors, one of which is the hospitality sector (Savastano et al., 2022;
Tsolakis et al., 2022). The hospitality sector is an integral part of the tourism industry. Hotels play a
crucial role in providing accommodation facilities for both domestic and international tourists
(Mahadevan & Schmitz, 2020; N. Malik et al., 2022). There are 4,129 star-rated hotels in Indonesia.
BPS states that 60% of these star-rated hotels are located on Java and Bali islands, with Java having
598 star-rated hotels (BPS, 2024a). This situation indicates that competition in the hotel industry is
very intense, especially in major cities and key tourist destinations, one of which is Bandung, which
ranks third on the list of Indonesia’s favorite tourist cities, with a percentage of 52.4%. This indicates
that the demand for hotels is also increasing (Arias-Pérez et al., 2020; Peng et al., 2023). Data shows
that there are currently over 300 hotels operating in Bandung (Data, 2022), making it one of the cities
with the highest concentration of hotels. This growth has intensified competition among hotel
industries.

Service, quality, and price are some of the factors that affect performance in winning the
competition (Nguyen & Pham, 2020; Umeh et al., 2023). Therefore, a strategy is needed in the
hospitality industry that is able to excel in competition, one way is to emphasize room prices (Putri &
Tukino, 2023). The cost of goods plays an important role in determining the room rental/sales price
because it is included in the component of determining the room rental/sales price (Schislyaeva &
Plis, 2021; Wang et al., 2023). More accurate costing will result in a more appropriate cost of goods
(De Masi et al., 2021; Martinez-Sanchez et al., 2020). There are two types of costing systems known,
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namely conventional (traditional costing) and activity-based costing (ABC) methods. However,
according to theory and previous research, the conventional method is considered to be less reflective
of the specific activities used in the operation of each room, because it does not reflect the overhead
costs that are actually consumed by the product. As a result, it has the potential to cause inaccurate
costs (under/overcost) in determining room rental prices (Ni Wayan Septya, 2022). According to
Nawangwulan, (2024), errors in setting product or service prices are often caused by inaccuracies in
calculating overhead costs (K.E.K et al., 2022; Xiao & Zheng, 2022). These inaccuracies can lead to
various problems, such as uncompetitive prices and an inability to compete in the market. As a result,
this directly impacts the accuracy of price setting, reduces competitiveness, and decreases the
company's profitability.

One of the hotels that still uses conventional methods is Patra Bandung Hotel (Grobelna,
2019; A. Malik et al., 2023). Based on the results of an interview with Mr. Jar as Front Office
Manager, it was conveyed that the room rental price set by Patra Bandung Hotel was quite high
(expensive) when compared to the standard price of a three-star hotel, it was also said, this condition
made it difficult for the hotel to compete with other competitors who offered lower prices (Kovynyov
& Mikut, 2019; Sarfraz et al., 2022). The inability of a hotel to compete with competitors can have an
impact on the decline in occupancy rates, which in turn will affect overall hotel revenue. This
condition is reflected in the data for 2022-2023, where Patra Bandung Hotel experienced a decrease of
around 15% in total guests, and 2% in total revenue from room sales (Interview, February 10, 2025).
One of the factors contributing to this condition is the inaccuracy in the calculation of the cost of
rooms which plays a role in determining the rental/sale price of room (Tania & Asmawi, 2021). The
conventional method used by hotels, according to research (Hidayat et al., 2023), (Taslim &
Purwanto, 2021), (Tumiwa et al., 2021), to be unable to accurately describe the cost consumption of
each room type, because overhead costs are charged evenly without considering actual activities
which can result in distortions in room prices (Meijerink et al., 2021; Stankeviciaté & Savaneviiené,
2019). Therefore, a more appropriate alternative approach is needed, to produce more competitive
room pricing.

The Activity Based Costing (ABC) method is emerging as a more appropriate alternative in
allocating costs, especially for industries that have a variety of operational activities such as
hospitality (Kumar et al., 2021; Lassoued & Khanchel, 2023). ABC helps reduce distortions resulting
from product costing using conventional methods (Barus et al., 2019). The ABC method assigns
overhead costs according to the activities that consume resources, not just based on average sharing
(Devlin, 2020; Hsu et al., 2022). The ABC method sets the cost of goods based on the activities
consumed to produce a product, so that it can provide very useful information for managers in making
the right decisions for the sustainability and ability of the company to compete with competitors
(Nurcahyo et al., 2021). This research is also supported by research (Matheos et al., 2024), (Tumiwa
et al., 2021), (Danuarta & Prijanto, 2023), (Pesoth et al., 2022), which shows that the use of the ABC
method in determining hotel room prices is more accurate than conventional methods.

However, previous studies have generally focused on large-scale hospitality businesses or
chains in metropolitan areas, with limited empirical focus on mid-tier hotels in secondary tourism
cities such as Bandung. There remains a lack of context-specific evidence on how the ABC method
affects room pricing strategy and competitive positioning in such settings.

This study aims to address that gap by applying the ABC method in a three-star hotel
context—Patra Bandung Hotel—which is currently facing competitive and financial challenges. The
study investigates the following research question: How does the implementation of Activity-Based
Costing impact pricing accuracy and competitiveness for a mid-sized hotel in Bandung?

By providing contextualized evidence from a hotel that still uses conventional methods, this
research offers practical implications for pricing reform in the hospitality industry. The study’s
novelty lies in bridging methodological precision (through ABC) with real-world pricing challenges
faced by independent hotels in saturated local markets.
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RESEARCH METHODS

This type of research is a descriptive analysis method with a case study approach. The
research was conducted at Patra Bandung Hotel (Bednarek-Gilland, 2015; Gibton, 2015). The
research period was from November 2024 until completion. This research used two main types of
data, namely qualitative and quantitative data. Qualitative data was obtained from a general
description of the company. Meanwhile, quantitative data includes concrete figures such as cost
reports related to room pricing and other data. Data sources consist of primary data obtained through
direct observation and interviews with management and relevant staff at Patra Bandung Hotel, as well
as secondary data obtained from company documents and archives (Borcsa & Rober, 2015; McNabb,
2015). Data collection methods include literature review to study relevant literature, as well as field
research involving direct observation and interviews with relevant parties at the hotel. The data
analysis techniques used are descriptive analysis to explain and analyze the collected data, as well as
room rental price calculation analysis using the Activity Based Costing (ABC) method. The initial
stage of analysis was carried out by collecting data through interviews, observations, and
documentation from the hotel. After the data was collected, the ABC method was applied based on
the theory of Hansen & Mowen in (Gayatri & Windasari, 2019), namely: (1) Identifying and
classifying costs into various activities. (2) Classifying cost activities into various activity levels. (3)
Identifying and determining Cost Drivers (Hillman & Radel, 2018; Lutz & Knox, 2014). (4)
Determining the rate per unit of Cost Driver. (5) Allocating costs to products based on the
consumption of each product activity. After that, a comparison was made with the method used by the
hotel. This method is expected to provide a deeper understanding of hotel operational costs and
facilitate the determination of more accurate and efficient room rates. To ensure the validity of the
data in this study, the researcher used triangulation of techniques and sources.

RESULTS AND DISCUSSION

Calculations using Activity Based Costing (ABC) to determine the cost price of rooms at Patra
Bandung Hotel can be done by following these steps:

a. Identify and Classify Costs Into Various Activities

The first step is to identify the activities at Patra Bandung Hotel, which will be separated based on the
activities performed at the hotel, and link the various costs associated with each hotel activity through
direct tracking (source drivers), as shown in the following table:

Table 1. Classification of Activity-Related Costs at Patra Bandung Hotel Tahun 2023

Activities Costs

Lodging Activities Cost of Guest Supplies
Room Amenities
Cleaning Supplies Cost

Laundry Activity Laundry & Dry Cleaning Fee
Electrical Activity Electricity Cost
Generator Fuel Cost
Water Activity Water Cost
Breakfast Activity Full breakfast Cost

Marketing Activities Advertising & Promotion Cost
Maintenance Activities Bulbs & lamps

Vehicle Maintenance

AC Maintenance

Repair & Maintenance
Depreciation Activity ~ Building Depreciation

Hotel Equipment Depreciation
Payroll Activities Employee Salary

Employee Uniform
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Source: Processed Data, 2025.

b. Classify Cost Activities Into Various Activity Levels.
The next step is to classify costs based on activities into various activity levels, such as unit level,
product level, and facility level.
Table 2. Classification of Activities Based on Activity Levels at Patra Bandung Hotel 2023

Activities Activity Levels

Lodging Activities Unit-level activity cost
Laundry Activity Unit-level activity cost
Breakfast Activity Unit-level activity cost
Electrical Activity Unit-level activity cost
Water Activity Unit-level activity cost
Payroll Activities Unit-level activity cost

Marketing Activities Product-sustaining activity cost

Maintenance Activities  Facility-sustaining activity cost

Depreciation Activity  Facility-sustaining activity cost

Source: Processed Data, 2025.
c. ldentifying and Determining Cost Drivers
Identification and determination of appropriate cost drivers for each cost associated with each

activity. Cost drivers are used to assign costs to each activity. The identification process is carried out
as follows:

a. For lodging activities, cost allocation is based on the number of guests staying or the number of
rooms sold. However, since the cost will increase as the number of rooms sold increases, the
number of rooms sold is chosen as the most suitable cost driver.

b. Laundry activities, which include the washing of towels, bed linen, and blankets, can be
allocated based on the number of rooms available or rooms sold. Since the washing process is
carried out only after the rooms are used by guests, the number of rooms sold is the most
relevant cost driver.

c. Breakfast activities, the full breakfast buffet price is set at IDR 75,000 per person, because the
increase in breakfast costs depends on the number of guests staying, the cost trigger used
depends on the number of guests staying.

d. Marketing activities, distributed according to the number of rooms sold or available. The
number of available rooms was chosen as the cost driver because the marketing objective is to
sell every room.

e. For electricity and water usage activities, the basis of allocation that can be used is the number
of rooms sold. This is because the consumption of electricity and water increases along with the
use of rooms by guests. Therefore, the cost driver chosen for these two activities is the number
of rooms sold.

f. For payroll activities, the basis of allocation can also use the number of rooms sold, but since
labor costs depend on the number of man-hours required, the appropriate cost driver is the
number of man-hours.

g. Maintenance activities, which include building maintenance and maintenance of hotel facilities
and rooms, can be allocated based on the floor area of the building. Therefore, the cost driver
used is the floor area of the building, given that maintenance costs are affected by the size of
the area that needs to be maintained.

h. Depreciation activities, since fixed assets and other facilities are used for all rooms, the
appropriate cost driver is the floor area of available rooms.

Table 1. Classification of Cost Pool and Cost Driver at Patra Bandung Hotel Tahun 2023

Cost Pool Activities Cost Driver Level
Homogeeneous Activities
Pool 1 Lodging Activities Number of rooms sold Unit-level
Laundry Activity Number of rooms sold Unit-level
Electrical Activity Number of rooms sold Unit-level
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Water Activity Number of rooms sold Unit-level
Pool 2 Breakfast Activity Number of overnight guests Unit-level
Pool 3 Marketing Activities Number of rooms available  Product-level
Pool 4 Maintenance Activities Total floor area Facility-level

Depreciation Activity Total floor area Facility-level
Pool 5 Payroll Activities Total floor area Unit-level

Source: Processed Data, 2025.

Based on the table, there are several activities that have the same consumption ratio and
activity level so that they can be grouped into homogeneous costs. The costs of the grouped activities
are summed up to determine homogeneous cost groups. After the activity grouping is done, then the
costs of the grouped activities are summed up. The calculation of costs per activity cost pool I-V that

have been grouped can be seen in the table below:

Table 2. Details of Cost Pool | Patra Bandung Hotel in 2023

Activities Cost

Lodging Activities:

- Cost of Guest Supplies Rp 34.622.650
- Room Amenities Rp 116.500.000
- Cleaning Supplies Cost Rp 2.354.700
Laundry Activity:

- Laundry & Dry Cleaning Fee Rp 14.350.000
Electrical Activity:

- Electricity Cost Rp 833.837.157
- Generator Fuel Cost Rp 10.890.000
Water Activity: Rp 49.353.873
Total Rp  1.061.908.380

Source: Processed Data, 2025.

Table 3. Details of Cost Pool 11 Patra Bandung Hotel in 2023

Activities Cost
Breakfast Activity:
(Rp 35.000 x 32.550 guest) Rp  1.139.250.000
Total Rp  1.139.250.000

Source: Processed Data, 2025.

Table 4. Details of Cost Pool 111 Patra Bandung Hotel in 2023

Activities Cost
Marketing Activities:
Advertising & Promotion  Rp 29.757.650
Total Rp 29.757.650

Source: Processed Data, 2025.

Table 5. Details of Cost Pool 1V Patra Bandung Hotel in 2023

Activities Cost
Maintenance Activities:
- Bulbs & lamps
(11.256.786 x 65%) Rp 7.316.911
- Vehicle Maintenance
(25.000.000 x 65%) Rp 16.250.000
- AC Maintenance
(8.000.000 x 65%) Rp 5.200.000
- Repair & Maintenance
(24.256.500 x 65%) Rp 15.766.725

Depreciation Activity:
- Building Depreciation
(330.500.000 x 65%)

Rp 214.825.000
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114.669.927

Total Rp

374.028.563

Source: Processed Data, 2025.

Table 6. Details of Cost Pool V Patra Bandung Hotel in 2023

Activities Cost
Employee Salary:
((50.000 x 6 x 52) (30)) x 65%) Rp 304.200.000
Employee Uniform:
((230.000 x (30)) x 65%) Rp 2.535.000
Total Rp 306.735.000

Source: Processed Data, 2025.

Table 7. Cost Driver Usage at Patra Bandung Hotel in 2023

No Cost Driver Total
1. Number of Rooms Sold:
Deluxe 10.317
Deluxe Suite 2.856
Premier 1.879
Junior Suite 877
Executive Suite 166
Grand Suite 218
Total 16.313
No Cost Driver Total
2. Number of overnight guests:
Deluxe 20.309
Deluxe Suite 5.799
Premier 3.865
Junior Suite 1.773
Executive Suite 332
Grand Suite 472
Total 32.550
3. Number of rooms available:
Deluxe 18.980
Deluxe Suite 5.475
Premier 3.650
Junior Suite 1.825
Executive Suite 365
Grand Suite 730
Total 31.025
4. Total floor area:
Deluxe 1.196
Deluxe Suite 420
Premier 320
Junior Suite 170
Executive Suite 44
Grand Suite 120
Total 2.270 m?
5. Number of working hour:
Deluxe 76.348
Deluxe Suite 22.024
Premier 14.682
Junior Suite 7.341
Executive Suite 1.468
Grand Suite 2.936
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Total 124.800 Jam
Source: Patra Bandung Hotel, 2025.

a. Calculating Per Unit Cost Driver Rates (Cost Pool)
After identifying the cost drivers, the next step is to calculate the rate per unit cost driver.
This calculation is done by dividing the total cost by the number of cost drivers, considering
that each activity has different cost drivers. To include activities in a cost pool, overhead costs
must be logically related and have the same consumption ratio, which reflects the existence of
a cost driver. Cost pools can be calculated using the following formula:

Total Cost

Cost Pool= ——
ost roo Cost Driver

Table 8. Cost Pool Rates at Patra Bandung Hotel in 2023

Activities Total Cost Pool Cost Driver Cost Pool
Q) () (1):(2)
Cost Pool I  Rp 1.061.908.380 16.313 Rp 65.096
Cost Pool Il Rp 1.139.250.000 32.550 Rp 35.000
Cost Pool Il Rp 29.757.650 31.025 Rp 959
Cost Pool IV Rp 374.028.563 2.270 Rp 164.770
Cost Pool V. Rp 306.735.000  124.800 Rp 2.458

Source: Result of the Processed Data, 2025.

b. Allocated Costs to Products Using Cost Driver Rates and Activity Measures

this stage, in accordance with the opinion of Hansen and Mowen in (Gayatri & Windasari, 2019),
activity costs are charged to products based on the level of activity consumption by each product,
namely by applying the cost driver rates that have been calculated previously, using the formula:

BOP allocated =Rate per unit Cost Driver x Selected Cost Driver

The next step is to calculate the cost of goods for each type of room, where the cost of goods per
room is obtained by dividing the rate per unit cost driver by the number of cost drivers used.
Since indirect costs have been obtained through calculations using the BOP formula, Table 11.
presents the details of direct costs contained in Patra Bandung Hotel. After the total cost per
room type is known, the analysis is focused on the Room Department only. The costs of the
department were then multiplied by the appropriate allocation percentage, resulting in total direct
costs. Next, the total direct costs were divided by the number of rooms available to obtain the
direct costs per room unit.

Table 9. Breakdown of Direct Costs Allocated to Each Room Type Patra Bandung Hotel in 2023

Deluxe Deluxe Suite Premier
Direct Costs % % %
Room Dept. Allocation Unit Allocation Unit Allocation Unit
61% 52 18% 15 12% 10

Employee Salary 285.480.000 | 5.490.000 | 82.588.235 | 5.505.882 | 55.058.824 | 5.505.882
Employee Uniform | 2.379.000 45.750 688.235 45.882 458.824 45.882
Total Direct Cost | 287.859.000 | 5.535.750 | 83.276.471 | 5.551.765 | 55.517.647 | 5.551.765

Junior Executive Grand Suite
Direct Costs % % %
Room Dept. Allocation Unit Allocation Unit Allocation Unit
6% 5 1% 1 2% 2

Employee Salary 27.529.412 | 5.505.882 | 5.505.882 | 5.505.882 | 11.011.765 | 5.505.882
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229.412 45.882 45.882 45.882

91.765

45.882

Total Direct Cost

27.758.824 | 5.551.765 | 5.551.765 | 5.551.765

11.103.529

5.551.765

Source: Result of the Processed Data, 2025.

After the direct costs at Patra Bandung Hotel have been obtained, the next step is to allocate the
activity costs contained in the cost pool to each room type using cost drivers. This process will be
explained in detail in Table 12-17 for each room type. This step aims to calculate the total indirect
costs comprehensively. Subsequently, these indirect costs are added to the direct costs to obtain the
total costs, which are then divided by the number of rooms sold. From this calculation, the Production
Cost (Room) per unit of room is obtained based on each room type.

Table 10. ABC Price of Patra Bandung Deluxe Room Type in 2023

Cost Pool Total Total
Activities Q Cost Driver 1) x (2
)

Cost Pooll  Rp 65.096 10317 Rp 671.593.744
Cost Pool Il Rp 35.000 20309 Rp 710.815.000
Cost Pool 11l Rp 959 18.980 Rp 18.204.680
Cost Pool IV Rp 164.770 1.196 Rp 197.065.270
Cost PoolV  Rp 2.458 76.348 Rp 187.649.647
Total Indirect Cost Rp  1.785.328.341
Total Direct Cost Rp 5.535.750
Total Cost for Deluxe Room Type Rp  1.790.864.091
Number of Rooms Sold 10317
Base Price of Deluxe Rooms Rp 173.584

Source: Result of the Processed Data, 2025.

Table 11. ABC Price of Patra Bandung Deluxe Suite Room Type in 2023

Cost Pool Total Total
Activities Q) Cost Driver Q) x(2)
)
Cost Pool | Rp 65.096 2856 Rp 185.913.709
Cost Pool Il Rp 35.000 5799 Rp 202.965.000
Cost Pool Il Rp 959 5.475 Rp 5.251.350
Cost Pool IV Rp 164.770 420 Rp 69.203.523
Cost PoolV  Rp 2.458 22024 Rp 54.129.706
Total Indirect Cost  Rp 517.463.287
Total Direct Cost  Rp 5.551.765
Total Cost for Deluxe Suite Room Type  Rp 523.015.052
Number of Rooms Sold 2856
Base Price of Deluxe Suite Rooms Rp 183.129

Source: Result of the Processed Data, 2025.

Table 12. ABC Price of Patra Bandung Premier Room Type in 2023

Cost Pool Total Total
Activities (8] Cost Driver D x©
(2

Cost Pool | Rp 65.096 1879 Rp 122.315.077
Cost Pool 11 Rp 75.000 3.865 Rp 289.875.000
Cost Pool Il Rp 959 3.650 Rp 3.500.900
Cost Pool IV Rp 164.770 320 Rp 52.726.494
Cost Pool V. Rp 2.458 14682 Rp 36.086.471
Total Indirect Cost  Rp 349.903.941

Total Direct Cost Rp 5.551.765
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Total Cost for Premier Room Type  Rp 355.455.705
Number of Rooms Sold 1879
Base Price of Premier Rooms Rp 189.173
Source: Result of the Processed Data, 2025.

Table 13. ABC Price of Patra Bandung Junior Suite Room Type in 2023

Cost Pool Total Total
Activities 1) Cost Driver (1) x(2)
2
CostPool I Rp 65.096 877 Rp 57.089.049
Cost Pool Il Rp 35.000 1773 Rp 62.055.000
Cost Pool Il Rp 959 1.825 Rp 1.750.450
Cost Pool IV Rp 164.770 170 Rp 28.010.950
Cost Pool V' Rp 2.458 7341 Rp 18.043.235
Total Indirect Cost  Rp 166.948.684
Total Direct Cost  Rp 5.551.765
Total Cost for Junior Suite Room Type  Rp 172.500.448
Number of Rooms Sold 877
Base Price of Junior Suite Rooms  Rp 196.694

Source: Result of the Processed Data, 2025.

Cost Pool Total Total
Activities (1) Cost Driver (1) x(2)
)
Cost Pool | Rp 65.096 166 Rp 10.805.909
Cost Pool Il Rp 35.000 332 Rp 11.620.000
Cost Pool Il Rp 959 365 Rp 350.090
Cost Pool IV Rp 164.770 44 Rp 7.249.893
CostPoolV  Rp 2.458 1468 Rp 3.608.647
Total Indirect Cost  Rp 33.634.539
Total Direct Cost Rp 5.551.765
Total Cost for Executive Room Type  Rp 39.186.303
Number of Rooms Sold 166
Base Price of Executive Rooms Rp 236.062

Source: Result of the Processed Data, 2025.

Table 14 ABC Price of Patra Bandung Grand Suite Room Type in 2023

Cost Pool Total Total
Activities (8] Cost Driver Q) x(2)
(2)
Cost Pool | Rp 65.096 218 Rp 14.190.892
Cost Pool Il Rp 35.000 472 Rp 16.520.000
Cost Pool Il Rp 959 730 Rp 700.180
Cost Pool IV Rp 164.770 120 Rp 19.772.435
Cost PoolV  Rp 2.458 2936 Rp 7.217.294
Total Indirect Cost  Rp 58.400.802
Total Direct Cost Rp 5.551.765
Total Cost for Grand Suite Room Type  Rp 63.952.566
Number of Rooms Sold 218
Base Price of Grand Suite Rooms Rp 293.360

Source: Result of the Processed Data, 2025.
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Based on the results of the Room Cost Price (HPK) calculation in determining the rental/sale price of
rooms, there are differences between the conventional method and the Activity-Based Costing (ABC) method.
These differences can be seen in the following table:

Table 15. Results of Comparison of Methods at Patra Bandung Hotel (in Rp.)

Room Type Hotel Calculation ABC Method Difference Description

Deluxe 260.000 173.584 86.416 Overcosting
Deluxe Suite 280.000 183.129 96.871 Overcosting
Premier 300.000 189.173 110.827  Overcosting
Junior Suite 400.000 196.694 203.306  Overcosting
Executive Suite 500.000 236.062 263.938  Overcosting
Grand Suite 700.000 293.360 406.640  Overcosting

Source: Patra Bandung Hotel, Result of the Processed Data, 2025.

The differences that occur are due to: (a) Costs calculated as the cost of goods with the ABC
method are calculated based on activities that occur in the hotel so that the cost of goods can be
calculated in detail. (b) In the conventional method used by hotel management in calculating the cost
of goods does not include depreciation costs as an element of the cost of goods. Whereas in the ABC
method, depreciation costs are calculated as the cost of goods and charged to consumers who use
these room services. (c) The ABC method calculates electricity costs based on the amount of costs for
a full year that are actually used in the room, as long as the room is used by consumers, not based on
an estimated percentage of uncertain use in each room (Hauff et al., 2020; Weight et al., 2021). This
means that differences in overhead charging can result in differences in the room base price results.
The calculation of room base price using the method used by hotel management shows an overcosting
or higher costing in all room types compared to the ABC method

The following is a further explanation of the difference between the two methods referring to the

theory of Garrison et al., in (Tran Thi, 2023) and Kaplan & Cooper in (Chouhan et al., 2017), and
examples in research calculations, as follows:

1. The conventional approach to determining room costs typically only accounts for
expenses directly related to the operational aspects of the room, such as housekeeping and
laundry. In contrast, non-production costs, including marketing activities, are often excluded
from the calculation of the cost of goods because they are viewed as period costs not directly
linked to room production (Batat, 2022; Todisco et al., 2023). However, promotional efforts,
such as advertisements on platforms like Traveloka, Agoda, or social media, significantly
contribute to attracting guests. If these costs are omitted from the overall cost of goods,
management risks making pricing decisions that do not reflect the full range of efforts and
expenditures involved in generating room sales.

On the other hand, the Activity-Based Costing (ABC) method is regarded as an
improvement over the conventional approach. A crucial initial step in implementing the ABC
method involves classifying costs into various activities. This classification is essential because
ABC’s foundational philosophy is that products or services consume activities, not just costs,
and that it is these activities that utilize resources (costs). Once the costs are grouped into
activities, each can be linked to a specific cost driver; typically, each activity will have a
distinct cost driver. ABC encompasses all costs incurred by the product, which includes direct
production costs (housekeeping, laundry), overhead costs (electricity, water, maintenance), and
also non-production costs (marketing), as long as a clear cause-and-effect relationship can be
established between the activity and the product (in this case, the hotel room). For instance, a
suite-type room booked through an Online Travel Agent (OTA) like Traveloka will incur costs
for housekeeping and laundry, digital promotion that drives bookings, and utility expenses
based on both the number of rooms sold and the number of rooms available.
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2. Conventional cost allocation methods tend to inaccurately distribute production
expenses uniformly, regardless of whether those costs are incurred through actual product
usage. This simplistic approach, based on a single cost driver, often results in significant cost
distortions (Oosthuizen et al., 2019; Zacher & Rudolph, 2022). For example, costs associated
with maintaining air conditioning in a ballroom or meeting room are incorrectly allocated to
hotel rooms as part of the building’s overall expenses. Since hotel rooms do not benefit from
the ballroom, this practice results in unnecessarily inflated room costs.

Activity-Based Costing (ABC) effectively addresses this issue by assigning costs
solely based on the activities genuinely consumed by the product, rather than on the total
capacity available. This strategic approach eliminates the problem of charging products for
unused capacity. Consider the Patra Bandung Hotel, which has 31,025 rooms available for
sale but only sold 16,313 rooms in 2023. Under ABC, activity costs—such as electricity—are
charged only to the 16,313 rooms that were occupied, not the entire 31,025 rooms. This leads
to more accurate and stable room costs that truly reflect actual usage, rather than being
burdened by an inflated allocation model based on total hotel capacity.

3. Conventional methods generally use a single cost driver, such as the number of rooms
sold, to allocate all overhead costs. This causes the costs of various complex activities to be
allocated equally across rooms or products, without considering differences in activity
consumption. For example, all electricity, water and maintenance costs are charged to rooms
based on the number of rooms available, even though grand suites require more electricity and
maintenance than standard rooms (Barclay et al., 2022; Cucino et al., 2024). Conventional
methods do not make that distinction, so standard rooms may be overcharged, and grand suites
overcharged. This happens because of the philosophy and purpose of the method. The
conventional method was born at a time when companies were simple and the majority of
production costs came from direct labor or direct raw materials. Under these conditions, one
cost driver was considered sufficient to represent the overhead consumption by the product.
According to Panda in (Chouhan et al., 2017), "The traditional cost accounting methods were
designed around 1870-1920 and when industry was labor intensive, less automotive and less
varied in terms of the product variety with low overhead costs."

ABC uses multiple cost drivers to reflect activities more accurately. Each activity has a
relevant cost driver, for example: Lodging activity, cost driver: number of rooms sold.
Maintenance activity, cost driver: room area (m2), (Table 4.4). The use of many triggers makes
costs allocated more accurately, and avoids cost distortions such as those that occur in
conventional methods (Laiho et al., 2022; A. Malik et al., 2022). This is because the ABC
method was developed because conditions began to change, the company began to create new
products and services, the company's cost structure has changed, overhead costs have increased
and become more complex. Therefore, more than one cost driver is needed to produce a
representative cost allocation. According to Kaplan & Cooper in (Chouhan et al., 2017) , "ABC
emerged as a response to the limitations of traditional costing in environments with high
overhead and product diversity.".

CONCLUSION

Based on the results of research conducted by the author at Patra Bandung Hotel, the authors draw the
following conclusions:

1. Calculation of room cost based on Activity Based Costing (ABC) is done by classifying
costs based on unit level, product/service, facility sustaining level.

2. A comparison between the conventional method and the Activity Based Costing (ABC)
method shows a difference in the calculation of the cost of a room. Based on the ABC
method, the cost of a Deluxe type room is recorded at Rp173,584 , which is lower Rp86,461
than the conventional method. Similar differences are also seen in other room types, namely:
Deluxe Suite Rp96,871 , Premier Rp110,827, Junior Suite Rp203,306, Executive Suite

Journal Homepage : https://journals.ai-mrc.com/jbma 358



Journal of Business, Management, and Accounting
Vol.1 No. 8 Agustus 2025

Rp263,938, and Grand Suite Rp406,640 - all lower than the conventional method. These
differences reflect the distortion of costs in the conventional method, where the cost of
services tends to be overcosted. This happens because the ABC method allocates overhead
costs based on the activities actually consumed by each room through various cost drivers,
resulting in a more accurate cost calculation.
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