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Abstract
This study aims to identify and describe the cost of goods sold (COGS) model for
copra used by farmers in Pelambane Village, Randangan Subdistrict, Pohuwato
Regency, and to develop a more comprehensive COGS model from an Activity-
Based Costing (ABC) perspective. This study was motivated by the fact that
COGS determination is still carried out using traditional methods, in which
farmers tend to account only for costs that result in direct cash outflows,
potentially leading to biased cost and profit information. This study employed a
qualitative method with a descriptive approach. The research informants
consisted of seven copra farmers in Pelambane Village. Data were collected
through observation, in-depth interviews, documentation, and triangulation.
Data analysis was conducted through data reduction, data presentation, and
drawing conclusions. The Activity-Based Costing perspective was used to
identify production activities and cost components that had not been accounted
for in the farmers’ cost of goods sold (COGS) calculations. The results show that
the COGS calculation model used by farmers remains focused on cash outflows
and does not account for the costs of raw materials from their own plantations,
family labor, equipment depreciation, or depreciation of production facilities.
These conditions result in COGS that do not reflect actual economic costs and
have the potential to create illusory profits. Through the Activity-Based Costing
perspective, this study reconstructs a more comprehensive COGS determination
model by identifying all activities and resources used in copra production. This
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model provides more complete cost information and can serve as a basis for
business evaluation and economic decision-making by copra farmers.

Keywords: Cost of Goods Manufactured, Copra, Activity-Based Costing,
Production Costs, Copra Farmers

INTRODUCTION

The determination of the Cost of Goods Manufactured (COGM) is essential
in production activities as it reflects all economic resources used to produce a
product. In general, production costs include all expenses incurred in
transforming raw materials into finished goods, such as raw materials, labor, and
other related costs (Nurfitri et al., 2025; Rembet et al., 2024). In management
accounting, these costs should include both fixed and variable components to
provide an accurate picture of operational efficiency (Asih et al., 2025).

Determining production costs is not only a recording activity but also a
systematic process of identifying, classifying, and allocating costs accurately
(Mursyidi, 2010; Afriani et al., 2025). Accurate cost allocation is crucial to produce
reliable information about actual production costs and to evaluate business
performance (Noor & Ningtias, 2023). In copra agribusiness, however, cost
determination is mainly used for evaluating performance and controlling costs
rather than setting selling prices, as farmers generally act as price takers
(Purwanto & Watini, 2020).

Previous studies emphasize the importance of comprehensive cost
calculation in copra production. Zikriana and Khatima (2023) and Mawuntu et al.
(2025) highlight that production costs include both fixed and variable
components, such as depreciation, labor, and transportation. Excluding these
components leads to inaccurate income estimation. Similarly, Nurwahida et al.
(2021) and Sardianti et al. (2024) show that recognizing all cost elements is
essential for assessing profitability and business feasibility.

Despite this, field observations in Pelambane Village, Randangan
Subdistrict, Pohuwato Regency, show that copra farmers still use traditional
methods in determining production costs. Based on interviews, farmers calculate
costs only from cash expenditures, such as wages and transportation, while
ignoring family labor, maintenance, and depreciation costs. As a result, the
remaining sales proceeds are directly considered as profit.

This practice leads to unrecognized hidden costs, causing biased
production cost calculations and potentially creating an illusion of profit. Farmers
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may perceive their businesses as profitable without fully accounting for all
economic sacrifices involved.

Although previous studies have discussed production cost determination

in agricultural and copra-related businesses, they have not specifically examined
how copra farmers in Pelambane Village determine their production costs in
practice. Therefore, a research gap remains regarding the actual model used by
farmers and the cost components that are often overlooked.
Based on this gap, this study aims to analyze the model of determining the Cost
of Goods Manufactured of copra implemented by farmers in Pelambane Village
and to reconstruct a more comprehensive model using the Activity-Based Costing
(ABC) perspective. Accordingly, the research question is: How is the model for
determining the Cost of Goods Manufactured of copra implemented in
Pelambane Village?

LITERATURE REVIEW
The Concept of Cost

Cost is generally defined as the sacrifice of economic resources to achieve
a specific objective that can be measured in monetary units. Riwayadi (2016)
explains that cost represents the economic resources sacrificed to obtain benefits
or achieve particular goals. In the context of cost accounting, cost information
plays an important role in identifying, recording, classifying, and analyzing
economic sacrifices incurred during business operations. Mulyadi (2018) further
explains that cost accounting information provides the basis for determining
production costs, evaluating efficiency, and supporting managerial decision-
making.

In production activities, costs reflect all economic sacrifices incurred to
produce goods or services. Therefore, costs should not be limited to cash
expenditures alone but should also include the value of resources consumed
during production processes. Nugraha (2025) explains that a systematic analysis
of cost structures can provide a clearer understanding of business efficiency and
profitability. Consequently, the recognition of all production-related costs
becomes essential to ensure that production cost information accurately reflects
economic reality.

Cost of Goods Manufactured

The Cost of Goods Manufactured (COGM) represents the total costs incurred
in transforming raw materials into finished products. Horngren et al. (2022)
explain that production costs consist of all costs directly attributable or reasonably
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allocated to the production process. Similarly, Mulyadi (2018) states that
production costs generally consist of three major components: direct material
costs, direct labor costs, and manufacturing overhead costs.

Direct material costs constitute the primary component of production costs
because they represent the main resources transformed into finished products.
Budianti et al. (2025) demonstrated that excluding the value of self-owned raw
materials results in production costs being underestimated. Direct labor costs
represent compensation for labor directly involved in production activities
(Suciati & Pravitasari, 2024). Meanwhile, manufacturing overhead costs include
indirect production costs such as equipment depreciation, maintenance expenses,
and supporting production facilities (Garrison et al., 2021). Zikriana and Khatima
(2023) emphasize that excluding depreciation expenses prevents business
operators from recognizing the actual economic sacrifices incurred during
production activities.

Accurate determination of production costs is essential because incomplete
cost recognition may produce misleading information regarding business
performance. Tongkad et al. (2022) found that micro and small enterprises
frequently exclude depreciation expenses and indirect production costs, resulting
in production costs that are lower than the actual economic costs incurred.
Traditional Method

Traditional method generally emphasize cash expenditures incurred during
production activities. Mulyadi (2018) explains that proper production cost
determination should include all production cost components. However, in
practice, many small-scale businesses and agricultural producers tend to
recognize only costs involving direct cash outflows.

Agustina et al. (2023) found that micro-business operators commonly rely on
simple manual records that focus solely on cash transactions. Similarly, Budianti
et al. (2025) demonstrated that traditional production cost calculations frequently
exclude important cost components, such as self-owned raw materials and family
labor costs, resulting in underestimated production costs. Oktavia et al. (2024)
further reveal that limited understanding of cost concepts remains one of the
primary obstacles to accurate financial recording among micro-enterprises.

Such traditional practices potentially create distorted profitability information
because several economic sacrifices remain unrecognized. Consequently,
business operators may perceive their businesses as profitable even though some
production costs have not been fully accounted for.
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Activity Based Costing as an Analytical Perspective

Activity-Based Costing (ABC) is a cost accounting approach that allocates
costs based on the activities consuming organizational resources. Garrison et al.
(2021) explain that ABC emphasizes the identification of activities as the primary
drivers of cost consumption. Through this approach, costs are first assigned to
activities and subsequently related to products or services based on resource
usage.

Although ABC is widely recognized as a costing method, this study
employs ABC as an analytical perspective rather than as a formal costing system.
In this context, ABC serves as a framework for identifying production activities
and economic resources consumed throughout the copra production process.
Through the identification of activities and resource consumption patterns, this
perspective enables researchers to reveal cost components that remain
unrecognized under traditional production cost determination practices.

The use of the ABC perspective is particularly relevant in agricultural and
informal-sector contexts where production cost determination often relies solely
on cash expenditures. By tracing activities and the economic sacrifices associated
with those activities, the ABC perspective provides a more comprehensive
understanding of production cost structures and facilitates the reconstruction of
a more complete production cost determination model.

RESEARCH METHOD

This study employs a qualitative method with a descriptive approach.
Moleong (2018) explains that qualitative research is an approach aimed at gaining
an in-depth understanding of the attitudes, views, feelings, and behaviors of
individuals or groups. Creswell and Creswell (2023) explain that in qualitative
research, researchers do not formulate questions based on their own perspectives
but rather allow informants to freely express their interpretations and
experiences. Sugiyono (2022) states that qualitative researchers must be able to
set aside initial assumptions to gain a deep understanding of phenomena.

The research setting is Pelambane Village, Randangan Subdistrict,
Pohuwato Regency. The study was conducted through observation and
interviews from March to April 2026. This location was selected because
Pelambane Village is a community where a portion of the population produces
copra as their primary source of income, yet in practice, they still use a traditional
cost-calculation system.
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Data were collected using three techniques. First, semi-structured
interviews used a set of guiding questions as a reference but still allowed
informants to express their views and experiences more broadly (Creswell, 2014).
Second, direct observation at the production site to observe the stages of copra
production, from harvesting, peeling, splitting, to smoking/drying (Patton, 2002).
Third, documentation in the form of photographs of production activities and
transaction records kept by farmers (Moleong, 2018).

Research informants were selected using purposive sampling. According
to Sugiyono (2022), purposive sampling is a technique for determining a sample
based on specific considerations, where the selected individuals are considered
to be the most knowledgeable about what the researcher expects. Seven copra
farmer informants were selected, as listed in Table 1.

Table 1.
Research Informant

No. Name Position Acronym
01 |Yelswina Maniku Coconut Farmer YM

02 | Alexander Maniku Coconut Farmer AM
03 |Palen Balau Coconut Farmer PB

04 |Muhtar Maaku Coconut Farmer MM
05 |Harun Igirisa Coconut Farmer HI

06 |Martina Balau Coconut Farmer MB

07 | Weni Igirisa Coconut Farmer WI

Data analysis followed the interactive model proposed by Miles and
Huberman (1984), which consists of three stages. First, data reduction—the
selection, focusing, and simplification of data from lengthy interview transcripts
so that only information relevant to production cost components is retained.
Second, the presentation of data in the form of narrative text and comparative
tables. Third, drawing conclusions based on the condensed and presented data
(Miles et al., 2014). Data credibility is ensured through triangulation of techniques
and sources, namely by using observation, interviews, and documentation
simultaneously and obtaining data from various informants (Sugiyono, 2022).
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RESULTS AND DISCUSSION
Copra Production Activities in Pelambane Village

The findings indicate that copra production activities in Pelambane Village
are still carried out using traditional methods and involve several sequential
stages, including harvesting coconuts, collecting and transporting raw materials,
peeling and splitting coconuts, smoking or sun-drying, removing coconut flesh
from the shell, chopping, additional drying, and packaging. Of the seven
informants involved in this study, three farmers used the smoking method (kopra
asap), while four farmers employed the sun-drying method (kopra putih).

The production process involves both hired labor and family labor. Hired
labor is generally utilized for harvesting, transportation, and coconut splitting
activities, whereas family labor predominantly participates in drying, removing
coconut flesh, chopping, and packaging activities. Production activities also
utilize various production assets, including machetes, shell-removing tools,
tarpaulins, smoking facilities (porono), and drying facilities.

The findings suggest that copra production activities involve the
consumption of various economic resources, although not all of these resources
are recognized as production costs by farmers.

Production Cost Components Recognized by Farmers

The findings reveal that copra farmers in Pelambane Village determine
production costs based primarily on cash expenditures. Production costs
recognized by farmers generally include hired labor costs, transportation costs,
consumption expenses, fertilizer costs, and certain maintenance expenses.
However, several important economic sacrifices are not recognized as production
costs.

Table 2.
Production Cost Components Recognized by Copra Farmers
Cost Component Recognition by Farmers
Coconut raw materials from own plantation Not recognized
Hired labor costs Recognized by all informants
Family labor costs Not recognized
Family labor incentives/bonuses Recognized
Consumption costs Recognized
Fertilizer costs Recognized by some informants
Equipment depreciation Not recognized
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Cost Component Recognition by Farmers
Facility maintenance costs Partially recognized
Facility depreciation Not recognized

The findings indicate that farmers generally consider costs only when cash
outflows occur. Consequently, coconut raw materials obtained from their own
plantations, family labor contributions, and the use of production assets are
excluded from production cost calculations. This practice potentially produces
production cost information that does not reflect actual economic conditions.
Farmers' Model of Determining the Cost of Goods Manufactured

The findings demonstrate that the model of determining the Cost of Goods
Manufactured (COGM) implemented by farmers remains traditional and
primarily emphasizes direct cash expenditures incurred during production
activities. One example of the production cost calculation model implemented by
informant AM is presented below.

Table 3.
Traditional Cost of Goods Manufactured Model Applied by Farmers

Description Amount

Production Volume - 5.500 kg

Harvesting costs Rp6.860.000 -

Loading costs Rp3.100.000 -

Peeling and splitting Rp5.200.000 -
costs

Consumption costs Rp5.000.000 -

Pruning costs Rp3.000.000 -

Fertilizer costs Rp1.260.000 -
Total Production Costs - Rp24.420.000
COGM according to the Rp4.440/kg
farmer model

The traditional model of determining the Cost of Goods Manufactured
implemented by copra farmers in Pelambane Village has not fully reflected the
actual economic sacrifices incurred during the production process. This finding
is consistent with previous studies emphasizing the importance of recognizing all
production cost components. Zikriana and Khatima (2023) found that copra
production costs should include both fixed and variable costs, particularly
equipment depreciation, labor costs, and transportation expenses. Their findings
indicate that excluding these components leads to inaccurate income estimation.
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Similarly, Mawuntu et al. (2025) revealed that depreciation expenses and labor
costs constitute important components of copra production costs that are
frequently overlooked by farmers despite significantly affecting unit production
costs. Nurwahida et al. (2021) further demonstrated that comprehensive
production cost calculations, including fixed and variable costs, are essential for
evaluating the feasibility and profitability of copra businesses. In addition,
Budianti et al. (2025) found that the exclusion of self-owned raw materials and
depreciation expenses caused the calculated production costs to be significantly
lower than the actual economic costs incurred. These findings support the
conclusion that the production cost determination model implemented by copra
farmers in Pelambane Village remains incomplete because it excludes several
important cost components, resulting in production cost information that does
not fully reflect actual economic conditions.

Reconstruction of the Cost of Goods Manufactured (COGM) Through the
Activity-Based Costing Perspective

The Activity-Based Costing (ABC) perspective was employed in this study
not as a formal costing system to be implemented by farmers, but as an analytical
perspective to identify production activities and economic sacrifices that have not
been recognized in the traditional model of determining the Cost of Goods
Manufactured (COGM). According to Garrison et al. (2021), the ABC approach
emphasizes the identification of activities that consume resources and allocates
costs based on the actual consumption of those resources. Through this
perspective, production costs can be reconstructed more comprehensively
because all activities involved in the production process are considered.

The findings indicate that the traditional production cost model applied by
copra farmers in Pelambane Village only recognizes costs involving direct cash
expenditures. Consequently, several important economic sacrifices, including
self-owned coconut raw materials, family labor, equipment depreciation, facility
depreciation, and maintenance costs, are excluded from the production cost
calculation. Therefore, the ABC perspective was used to reconstruct a more
comprehensive model of determining the Cost of Goods Manufactured by
identifying all production activities and the resources consumed in each activity.

The reconstruction process identified several major production activities,
including coconut harvesting, transportation, peeling and splitting, smoking or
drying, shell removal, chopping, additional drying, and packaging. Furthermore,
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all economic resources consumed during these activities were recognized as
production costs.

Table 4.
Cost of Goods Manufactured Model Using the Activity-Based Costing
Perspective
Cost Component Calculation Amount (Rp)
Raw Material Cost
Coco.nut from own 26,000 coconuts x 65,000,000
plantation Rp2,500
Labor Costs
Coconut harvesting labor Informant AM data 6,860,000
Coconut fransportation Informant AM data 3,100,000
labor
Peeling and splitting labor Informant AM data 5,200,000
Coconut collection (family 5 days x 4 persons x
labor) Rp125,000 200,000
Smoking process (family 5 days x 1 person x
labor) Rp125,000 625,000
Co.conut shell removal 10 days x 4 persons x 5,000,000
(family labor) Rp125,000
Copra chopping (family 5 days x 5 persons x
labor) Rp125,000 3,125,000
Packaging (family labor) 4 persons x Rp50,000 200,000
Supporting Production Costs
Labor consumption costs Informant AM data 5,000,000
Plantation pruning costs Informant AM data 3,000,000
Fertilizer costs Informant AM data 1,260,000
Equipment Depreciation
Costs
Machetes, shell-removal tools,
wheelbarrows, shovels, Depreciation per 265,000
tarpaulins, and iron copra production cycle ’
trays
Facility Depreciation Costs
Smoking facility and drying Depreciation per
. 525,000
floor production cycle
Total Production Cost 101,660,000
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Copra Production 5,500 kg
COGM Based on the ABC

yased on the Rp101,660,000 + 5500 kg | Rp18,484/kg
Perspective

The reconstructed model demonstrates that the Cost of Goods
Manufactured increases when all economic sacrifices incurred during production
activities are recognized. This finding indicates that the traditional production
cost model tends to underestimate the actual economic cost of copra production.

Table 5.
Comparison Between the Farmers' Production Cost Model and the Activity-
Based Costing Perspective

Description Farmers' Model ABC Perspective
Total Production Cost Rp24,420,000 Rp101,660,000
Copra Production 5,500 kg 5,500 kg
Cost of Goods
Manufactured (COGM) Rp4,440/kg Rp18,484/kg

Table 5 demonstrates a substantial difference between the Cost of Goods
Manufactured (COGM) determined by copra farmers and the reconstructed
model developed using the Activity-Based Costing (ABC) perspective. The
traditional model applied by farmers generated a production cost of Rp4,440 per
kilogram, whereas the reconstructed model based on the ABC perspective
resulted in a production cost of Rp18,484 per kilogram. This finding indicates that
the production cost calculated by farmers represented only approximately 24
percent of the actual economic cost incurred during copra production activities.

The substantial difference between the two models resulted primarily from
the recognition of production cost components that had not been considered by
farmers. The largest contribution originated from coconut raw materials obtained
from farmers' own plantations, amounting to Rp65,000,000, followed by family
labor costs amounting to Rp11,450,000, as well as equipment and facility
depreciation costs. These findings indicate that the traditional model applied by
farmers tends to underestimate production costs because it only recognizes costs
involving direct cash expenditures.

These findings support the cost accounting theory proposed by Mulyadi
(2018), which states that the determination of production costs should include all
costs incurred during the production process, including direct materials, direct
labor, and manufacturing overhead costs. Similarly, Horngren et al. (2022)
explain that production costs should represent all economic resources consumed
in transforming raw materials into finished products. Furthermore, Garrison et
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al. (2021) emphasize that accurate production cost information requires the
identification and allocation of all costs associated with production activities.

The findings of this study are also consistent with previous empirical
studies. Budianti et al. (2025) found that the exclusion of self-owned raw materials
and depreciation costs caused production costs to be substantially lower than
actual economic costs. Similarly, Hayatudin and Maskur (2024) demonstrated
that agricultural business performance depends heavily on the accurate
recognition of all production cost components. Mardesci et al. (2021) further
emphasized that complete cost allocation is essential for determining the actual
value added generated through agricultural processing activities. Therefore, the
reconstructed model developed through the Activity-Based Costing perspective
provides a more comprehensive and economically realistic model for
determining the Cost of Goods Manufactured in copra farming businesses.

Accordingly, the Activity-Based Costing perspective employed in this
study does not function as a formal accounting system to be implemented by
farmers but rather as an analytical perspective for identifying all economic
sacrifices involved in copra production activities. Through this perspective, a
more comprehensive and realistic model of determining the Cost of Goods
Manufactured can be developed, thereby reducing the potential for biased
production cost information and illusory profit measurement.

CONCLUSION

Based on the findings and discussion, this study concludes that the model
for determining the Cost of Goods Manufactured (COGM) implemented by copra
farmers in Pelambane Village remains traditional and is primarily oriented
toward direct cash expenditures incurred during the production process. Farmers
recognize only costs that result in cash outflows, while coconut raw materials
obtained from their own plantations, family labor, and the depreciation of
production equipment and facilities are not considered production costs. This
indicates that costs are generally perceived as monetary expenditures, causing the
calculated Cost of Goods Manufactured to not fully reflect the total economic
resources consumed in copra production.

Consequently, the Cost of Goods Manufactured determined by farmers
tends to be lower than the actual production cost, and the resulting profit
potentially represents an illusory profit because not all production costs are
recognized. Therefore, this study reconstructs the model for determining the Cost
of Goods Manufactured through the Activity-Based Costing (ABC) perspective
by identifying all production activities and resources consumed during the
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production process. The reconstructed model provides a more comprehensive
and realistic representation of production costs by incorporating raw material
costs, labor costs, and production overhead costs that were previously excluded,
thereby reflecting the economic reality of copra farming businesses more
accurately.
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