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Abstract 
Authors: Carl Hultman and Alexander Edgren 

Tutor: Christer Dagman 

Title: All you knead is dough, A profitability analysis of the bakery of a retail store. 

 

Background and research problem:  Over the years, companies have developed 

advanced systems made to measure and control the profitability of their sales. One 

industry that has put a lot of confidence in highly developed control systems is the 

retail industry. These systems provide important information about sales and margins 

for every product in the assortment range of the company. What the systems do not 

always take into account is that different products require different amounts of 

indirect resources to be sold. The owner of the Exclusive Store Sweden knows that 

the bakery sector of his store has shown an excellent profitability for a long time, 

according to the gross margin of his accounting system. In spite of the excellent 

margin, he worries about the trustworthiness of the figures. The owner thinks that he 

has put too much faith in the margins produced in his management system and he 

wants to know what his margin would look like if he was to include all of the costs 

related to the products of the bakery. 

 

Purpose: The purpose of the thesis is to do a profitability analysis of the bakery 

section of the Retail Store, Exclusive Sweden. 

 

Delimitations: This thesis is a case study of the store Exclusive Sweden, which 

means that the thesis is restricted to one certain store. The thesis will be leaving out 

factors such as customer satisfaction and customer value, the focus is on constructing 

a model in order to analyse the costs of the bakery sector of Exclusive Sweden. 

 

Method: This thesis is based on empirical data gathered from a case study of a retail 

store. The empirical data is analysed with an activity-based method of costing 

inspired by theoretical findings. The result of the analysis is compared to the result of 

a Gross margin based method of costing. 

 

Results and conclusions: The thesis shows that information from a gross margin 

based method of calculation can be misleading in a sector of a retail store that requires 

a relatively high amount of indirect resources. Information of the profitability of 

different products can be misleading when different products consume different 

amount of indirect resources. 

 

Further studies: One way to investigate further is to analyse the profitability in other 

sectors of a retail store that consumes a relatively large amount of resources; for 

example the fruit sector or deli counters. To further investigate the usefulness of the 

Gross margin based method, similar studies should also be made of other retail stores.  

 

The store of the study uses a paste bakery process to produce their bread. Different 

retail stores use different kinds of baking processes and it would be interesting to 

evaluate the methods of calculations in other types of bakeries. 

 

Keywords: Activity-Based Costing, Bakery, Retail industry, Retail store, Gross 

margin. 
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1 Introduction 
This chapter presents the background and the problem of the study. The problem is 

discussed and the purpose of the study is defined. There is also a short description of 

the restrictions of the study.  

1.1 Background 
The purpose of management accounting is to direct an organisation and its decision 

makers towards a certain economic goal, which could be profitability, sales, cash 

flow, customer satisfaction or value for money. (Ax, 2009) 

  

To affect an organisation by management accounting, the process needs operating 

business data and management control measures. The management control measures 

are divided into three groups: 

 

• Formal management control measures 

• Organisation structure   

• Less formal management control measures 

 

The formal group of management control measures includes methods like product 

calculation, budgeting and result planning. (Ax, 2009)  

 

Organisations can apply product calculation in several different situations, for 

example during pricing and cost control. When an organisation adopts this kind of 

formal management control, each calculation situation is unique; in other words there 

is no universal product calculation. Because of this, the principle of product 

calculation is that every unique calculation situation will decide the shape of a 

specific calculation. This is why every situation in which calculation is performed 

should include relevant economic consequences.  

 

Even though all relevant economic consequences should be included in every 

calculation situation, it is not always possible to do so because of the complexity of 

the factors affecting the calculation. As a result, many product calculations have been 

simplified. Users of simplified calculation methods put more focus on factors that 

provide relevant financial implications, in other words, factors which are 

economically important. (Ax, 2009) 

 

One example of companies, which adopt advanced calculation systems, can be found 

in the retail industry. What companies in the retail industry have in common is that 

they are at the end of the supply chain and have a great deal of different products; 

therefore, they apply advanced control systems to be able to monitor sales and 

determine key ratios of their vast supply of products. The control systems are 

advanced in the way that they keep track of a wide range of products but the 

calculation methods are simplified in order to cover all of the products in the 

assortment range. 

 

The gross margin method is a popular method of product calculation in the retail store 

industry. This method estimates the difference between the revenue and the costs of 

the sold products. If one divides the difference with the revenue the result will be the 
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gross margin percentage. (Berman, 2006) 

  

A big north European retail chain is The Retail Group. Their retail stores are divided 

into four different concepts, Large, Exclusive, Regular and Small. According to the 

retail group business model, every single store should be owned and controlled by 

motivated entrepreneurs; however, some things such as control systems and price 

negotiations are managed by the retail group. In the end, the retail entrepreneurs 

control their business by using the gross margin method.  

 

The authors established contact with the owner of a retail store in The Retail Group 

and asked if they needed any help in evaluating their management control measures. 

The contact was established because of the author’s vision to write a thesis which 

could be useful in practice. 

1.2 Problem discussion / Research issue and objectives of the study 
Over the years, companies have developed advanced systems made to measure and 

control the profitability of their sales. In many organisations, managers base their 

decisions on the information gathered from their control systems. Using control 

systems is a fast and easy way to get information about the company´s performance; 

however, these systems are not always complete since they often fail to take into 

account important factors that cannot be measured by the system. When operating 

these advanced control systems and calculating the gross margin, there is a risk that 

the decision makers put too much confidence in the data gathered from the system 

and overlook other factors that could affect the decision-making process. 

 

One industry that has put a lot of confidence in highly developed control systems is 

the retail industry. Since companies in the retail industry often have a wide assortment 

range they need advanced control systems to keep track of the performance of each 

product. These systems provide important information about sales and margins for 

every product in the assortment range of the company. What the systems do not 

always take into account is that different products require different amounts of 

indirect resources to be sold. 

 

The authors contacted the owner of the retail store, Exclusive Sweden, which is a 

retail store with a vast assortment range that manages their products by the gross 

margin method. The product assortment of Exclusive Sweden is diversified and some 

product areas require more resources then other; hence, they might need a more 

advanced calculation method than the traditional gross margin method.  

 

The owner of the Exclusive Store Sweden knows that the bakery sector of his store 

has shown an excellent profitability for a long time, according to the gross margin of 

his accounting system. In spite of the excellent margin, he worries about the 

trustworthiness of the figures. The owner thinks that he has put too much faith in the 

margins produced in his management system and he wants to know what his margin 

would look like if he was to include all of the costs related to the products of the 

bakery. 
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1.3 Purpose 
The purpose of the thesis is to do a profitability analysis of the bakery section of the 

Retail Store, Exclusive Sweden. 

1.4 Restrictions 
This thesis is a case study of the store Exclusive Sweden, which means that the thesis 

is restricted to one single store. The thesis will be leaving out factors such as customer 

satisfaction and customer value, the focus is on constructing a model in order to 

analyse the costs of the bakery sector of Exclusive Sweden. 
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2 Method 
This chapter starts with a description of the research method of the study. The chapter 

is focused on describing the methods used to collect empirical data. The empirical 

data is later analysed with an activity-based method of costing presented in the 

theoretical findings. The result of the analysis is compared to the result of a Gross 

margin based method of costing. 

2.1 Research method 
There are two main types of research methods, qualitative and quantitative. The focus 

of this study is to explore if the information from a Gross margin based method of 

calculation can be misleading in a sector of a retail store that require a high amount of 

indirect resources. The qualitative method is best way to acquire a deeper 

understanding about how business processes work in a retail store and to find 

underlying patterns and causes to why it works that way. (Patel & Davidson 1991) 

 

2.2 Case Study 
A case study is qualitative research method that allows the researcher to understand 

complex situations by focusing on a single or a few units of research. The case study 

can be defined as followed: 

 
“The case study is an empirical inquiry that investigates a contemporary phenomenon 

within its real-life context; when the boundaries between phenomenon and context are 

not clearly evident and in which multiple sources of evidence are used.”- (Yin, 1981a, 

1981b) 

 

There are many ways of doing research, such as experiments, surveys, historical 

studies and the analysis of archival information, which method is preferred depends 

on each specific research situation. There are three types of general conditions that 

can help the investigator decide which method to use. (Yin, 1989) 

 

- The type of research question 

- The control the investigator has over the specific events 

- The degree of focus of on contemporary as opposed to historical events 

 

The method of case studies can be used when the research question is about “how” or 

“why” something works in a certain way, when the investigator has little or no control 

over events and when the focus is on a contemporary event or situation. (Yin, 1989) 

 

In order to investigate the profitability of different product areas in the Exclusive 

store, it is important to get a comprehensive understanding of how the business 

process works. The research question is about how business processes work in a 

contemporary situation that authors have little control over. The authors have chosen 

to do a case study of the bakery section of one Exclusive retail store to understand the 

business process. 

2.2.1 Credibility 
The credibility of the study can be measured by the validity and the reliability of the 

study. 
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The validity is difficult to verify since it can be hard to generalize based on the 

findings of the study, it can be hard to tell if the result of this specific study would be 

similar if the study was conducted in another retail store. The best way to deal with 

this problem would be to repeat the study in another store with similar conditions or 

to compare the results with theoretical findings. (Yin, 1989) The authors have based 

the analysis on calculation theories developed to deal with the problem of simplified 

costing methods. 

 

The authors have tried to assure the reliability of the study by carefully documenting 

the way by witch it was conducted and by referring to the different sources of 

information in the text. The focus of the study is an activity based cost analysis of a 

retail store; the authors have put extra focus on describing the different steps in 

conducting the analysis.  

2.2.2 Anonymity 
The Case Study is focused on a medium sized retail store in Sweden. Since the study 

includes sensitive information about the business of the store, the authors have 

decided to make the study anonymous. All names have been changed as follows. 

 

“Stig”    - Owner and manager of the store 

“Ulf”    -  Manager at the store 

“Cindy”   - Manager of the bakery 

“Sebastian”    - Sales manager at the benchmark store 

“Exclusive Store Sweden”  - Retail store in the case study 

“Benchmark Store”  - Retail store in the benchmark 

2.2.3 Multiple sources of data 
One of the strengths of case studies is that more than one source of evidence may be 

used in the study. The different sources of evidence can be compared to each other 

and evidence from one source may complement evidence from another. The use of 

multiple sources of evidence in the case study addresses the problem of the quality of 

the study since the results of the study are based on information of a different origin. 

One analysis of case study methods shows that case studies with multiple sources of 

evidence are rated higher in terms of quality than those based on one source of 

evidence. (Yin, Bateman, Moore, 1983)  

 

There are six different sources of evidence that are commonly used in case studies; 

documentation, archival records, interviews, direct observations, participant 

observation and physical artefacts. (Yin 1989) The sources used in this case study are 

documentation, archival records, interviews and direct observations. 

 

2.2.3.1 Documentation 
One type of evidence that is useful in most case studies is different forms of 

documentary information. Most organisations document letters, meetings, projects, 

reports and administrative documents. These documents can be used to verify names 

and titles of people and organisations connected to the case study, they can be used to 

verify information gathered through other sources of evidence and they can play a key 

role when the author draws conclusions about the case study. Even though 

documentary information can be useful, it is important to understand that documents 
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are usually written for purposes other than the case study and they should be treated 

with caution by the researcher. (Yin, 1989) 

 

In process of the case study we were given access to numerous internal documents 

about customer value and strategies for the store. One document in particular made a 

large contribution to the study, the document was a report conducted by Ulf about the 

profitability of the bakery including an extensive inventory of the stock and an 

assessment of the spoilage. The sources of the report where compared to reports from 

the management accounting system. 

 

2.2.3.2 Archival records 
Archival records can be very useful in business case studies since most companies 

keep information about their business performance through accounting. Other forms 

of archival information can be service records, survey data, personal records, 

organizational charts or budgets. As with documentary information, it is important to 

understand the circumstances in which the data is collected and consider the factors 

included in the material. (Yin, 1989) 

 

We had access to extensive material about sales, personnel records, margins, budgets 

and cost from the management systems of the company. The information was used in 

constructing the Activity-Based Cost analysis. 

2.2.3.3 Interviews 
The interview is a source of evidence usually associated with surveys but it is often an 

important part of the case study as well. The interviews of a case study can be of 

different nature but there are three dominant structures; the interview of open-ended 

nature, the focused interview and the survey interview. (Yin, 1989) The use of 

interviews is often an important source of evidence since most case studies involve 

human affairs. A well performed interview with the right respondent can provide 

large amounts of information and broad understanding of a situation in a short period 

of time. What the researcher should keep in mind is that all interviews are verbal 

reports and have the risk of being influenced by the views of the respondent. Another 

problem with interviews is that people tend to forget things and thus the information 

gathered may be inaccurate. (Yin, 1989) 

 

The most frequent form of interviews in the case study is of open-ended nature. In the 

open ended interview, the researcher may ask open questions about facts as well as 

questions about the respondent’s view of the situation. The result of this form of 

interview is sometimes that the respondent turns into more of an “informant” that 

helps the researcher progress with the study, suggesting new evidence and areas to 

include or explore. The “informant” can play a key role in the study but it is important 

not to rely solely on one person because of the risk of a bias towards the opinions of 

the informant. One way to deal with risks of depending too much on an informant is 

to try and always verify the information with other sources of evidence, such as those 

listed above. (Yin, 1989) 

 

This case study includes two interviews of open-ended nature. The most significant 

interview was the first one with the manager and owner of the store, Stig, who gave 

valuable insight about the processes of the bakery and pointed out interesting areas to 

explore. His thoughts about the differences in requirements of indirect resources 
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between products led the way in constructing the Activity-Based costing model. The 

second interview of an open-ended nature was the interview with Ulf and Stig, where 

Ulf had recently produced a profitability report of the bread section of the store. The 

interview was open and included discussions about the project, general questions 

about his report and on information gathered from the previous interview with Stig.  

 

The focused interview can resemble the interview of open minded nature in the sense 

that it can be handled in a conversational manner and be open for the respondent´s 

personal opinions but it is executed in a shorter period of time and it is generally more 

focused on certain questions regarding the case. One purpose of this kind of interview 

can be to verify information from other sources of evidence like the open-ended 

interview. In those situations, it is important for the interviewer to try and avoid 

leading questions that could affect the answers of the respondent. (Yin, 1989) 

 

The case study includes three focused interviews. The first focused interview was the 

second interview with Ulf. The focus of the interview was to get a better 

understanding of the bakery report. The second focused interview was conducted with 

Cindy, who is in charge for the store´s bakery section. The interview focused on 

questions regarding the production process in the bakery, including time estimates 

and questions about the different activities involved in the process. The interview was 

complemented with work schedules and production processes. (Appendix, Documents, 

Time schedule) The third interview with a strong focus was the last interview with 

Stig. The aim of this interview was to receive feedback of the model we had 

constructed.    

 

The final form of interview takes the form of a survey. The survey is based on a 

structured base of questions asked to a larger number of respondents. (Yin, 1989) The 

survey will not be described in more detail since it has not been included in this Case 

study. 

2.2.3.4 Direct observations 
Directs observations can help the investigator understand the situation and get a better 

perspective of the process being studied. If the investigator is able to observe the work 

processes of an organization, it will be easier to understand the evidence gathered 

through other sources of data. (Yin, 1989) Direct observation can be a very formal 

way of collecting data where the observer keeps an observational protocol, writing 

down and measuring activities. However, it may also be conducted in a less formal 

way where the observation takes the form of a field visit where the researcher is 

guided around the site of the case study. For the researcher, it is important to 

remember that the observations are always subjective and should be handled with 

care. One way to ensure the reliability of the observations is to make sure that there is 

more than one person observing. (Yin, 1989)  

 

Three less formal field visits where carried out in the case study. The aim of the field 

visits was to get an understanding of the activities involved in the baking process. 

Seeing a different part of the production area and the inventory provided great help in 

understanding and drawing conclusions from the data gathered from other sources.  

2.2.3.5 Participant-observation and physical artefacts 
The final two sources of data are data gathered from participant-observation and 

physical artefacts. Participant-observation is a form of observation where the observer 
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interacts with the observed situation. A physical artefact is an object that can be used 

as evidence in a case study. Physical artefacts are commonly used in anthropological 

research.  These sources of data will not be described in more detail since they are not 

included in the study. 

2.3 Activity-Based Approach 
The empirical data gathered in the study is analysed with an activity-based method of 

costing. (Chapter 5) The result of the profitability analysis is compared to the result of 

a Gross margin based method of costing. (Chapter 7) 

 

The purpose of the study is to do a profitability analysis of the bakery section of the 

Retail Store, Exclusive Sweden. The production process in the bakery requires a 

relatively large amount of indirect resources compared to other sectors of the store. 

Through discussions with our tutor; an activity- based approach was chosen to handle 

the indirect resources of the processes. The objective of the Activity-Based costing 

model by Kaplan and Cooper is to allocate the indirect costs of a company to the 

objects of calculation based on the amount of indirect resources required by each 

object. (Kaplan, Cooper, 1999) 

 

The Activity- Based costing method used to analyse the empirical data is described in 

detail in the theoretical framework. (Chapter 3) 

2.4 Benchmark 
A benchmark is a useful tool for companies when they want to know how their 

business unit, organization or processes work in comparison to other similar 

organisations. The benchmark is used as a point of reference for measurements that 

can help the company develop their processes. A benchmark can be made in many 

different ways. An example is a competitive benchmark. This type of benchmark is 

when one takes a look at a competitor´s processes and organization and compares 

them with your own. (Bogan & English, 1994) 

 

The case study includes a benchmark of another Exclusive Store in Sweden. The 

purpose of the benchmark was to compare the processes of the bakery in each store 

and try to identify advantages and disadvantages with each process. (Chapter 6) 
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3 Theoretical framework 
This chapter describes the theoretical framework of the study. The first part of the 

chapter presents a general description of cost and management theories. The second 

part of the chapter puts more focus on Activity-Based costing. 

3.1 The purpose of cost and management systems 
The purpose of management accounting is to direct an organisation and its decision 

makers towards a certain economic goal, which could be profitability, sales, cash 

flow, customer satisfaction or value for money. (Ax, 2009) 

3.2 Cost price calculation 
The cost price calculation method is a popular method of calculation. The main 

characteristic of the method is that the company takes all its costs into account and all 

the costs are allocated to their object of calculation. The method is diverted into two 

ways of calculation. (Ax, 2009) 

 

The first way is preferable when calculating with 1-2 calculation objects during a 

certain time or process, which demands the same amount of resources. The total cost 

of the time period is allocated to the objects of calculation, based on the production 

volume. (Ax, 2009) 

 

In comparison to the first approach, the second way of calculation is not based on the 

total cost of a certain time period. The second approach calculates the total cost of 

each object of calculation by adding the direct and indirect costs required to produce 

the object. The second group is more suitable when the objects of calculation demand 

different amount of resources. (Ax, 2009) 

3.3 Direct and indirect costs 
Direct costs consist of resources that can be connected straight to an object of 

calculation. An example of a direct cost is the cost of direct material used to produce a 

product. (Gerdin, 1995) 

 

Indirect cost consists of resources that cannot be connected directly to a specific 

object of calculation, since the resource is consumed by more than one object. 

Examples of indirect costs are administrative costs that cannot be traced to a specific 

object of calculation or the costs of a machine that is used to produce more than one 

product. (Gerdin, 1995) 

3.4 Gross margin  
The gross margin is a traditional and simple calculation method that estimates the 

difference between the cost of goods sold and the sales revenue. What is included in 

the cost of goods sold varies depending on the situation but it is traditionally the direct 

cost associated with a product. (Berman, 2006)  

 

        (                 )               
 

When the gross profit has been calculated, the gross margin is determined through the 

following division: 

 
            

       
              



 

10 
 

 

This method is popular in the retail business where the retailer buys products from a 

deliverer and then sells the products to the final consumer. (Ax, 2009) 

 

 

  

 

 

 

The retailer who uses the gross margin often calculates a contribution margin, to get a 

further more comprehensive picture of their business. This margin includes more 

costs than the cost of goods sold. For instance this margin includes costs like sales 

commissions and other direct sales costs. These costs are subtracted from the gross 

revenue. (Ax, 2009) 

 

                                                         

3.5 Activity-Based costing 
At the end of the eighties, the most common calculation was the traditional cost price 

calculation but the method was criticized for being misleading when it was faced with 

the growing complexity of company operations. The demand of an advanced method 

of calculation led to the introduction of Cooper and Kaplan´s Activity-Based costing 

model. (Kaplan, Cooper, 1999) 

  

The traditional cost price calculation, which was based upon the capacity, did not 

show all of the indirect costs related to the products. The growing complexity of 

company operations resulted in a wider range of products with different demand on 

the indirect resources of the company. It was no longer possible to allocate cost based 

on production volume alone. (Kaplan, Cooper, 1999) 

 

The objective of the Activity-Based costing model by Kaplan and Cooper is to 

allocate the indirect costs of a company to the objects of calculation based on the 

amount of indirect resources required by each object. The basic thought is that 

resources are not consumed without reason; they are consumed because activities are 

performed. (Kaplan, Cooper, 1999) 

 

Activities are performed to enhance the company products and the cost of each 

activity depends on the amount of resources it consumes.  Each object of calculation 

requires a certain amount of output from each activity; hence, the cost of each activity 

is allocated to the objects of calculation based on how much the different objects 

demand of each activity. (Gerdin, 1995) 
 

Deliverer Retailer Consumer 
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The information gathered by using an activity-based method of costing is not only 

used to calculate the cost of a product. One of the main purposes is to identify where 

the indirect costs arise and how they are consumed by the different objects of 

calculations. It is a way for the company to identify problems and provide 

opportunities for potentiation in the company. In conclusion the Activity-Based 

costing method makes it easier to overlook the underlying cost-structure. (Kaplan, 

Cooper, 1991)  

3.5.1 Criticising the conventional Activity-Based Costing 

There are arguments against the Activity-Based costing model. Many companies have 

abandoned the attempts to use the model because it proved to be costly, complex to 

sustain and hard to modify. (Ax, 2009) 

 

The model has also been criticised for the accuracy of the models cost assignments, 

which in many cases are based on subjective estimations of how much time they 

spend on specific activities. Managers also questioned the fact that they were 

spending excessively large amounts of time gathering data and estimating the duration 

of processes instead of focusing on improvement of the business. (Kaplan, Anderson, 

2003) 

3.5.2 Activity based cost price calculation 

One of the distinguishing features of Activity-Based costing is that indirect costs 

should be allocated to the objects of calculation only if the costs can be connected 

through activities, hence, indirect costs that is not connected to the objects of 

calculation through activities will not be allocated to the objects of calculation. (Ax, 

2009) 

 

The fact is that there are many different versions of the Activity-Based costing model 

and many companies use a modified version where all indirect costs are allocated. 

This method resembles the traditional cost price calculation method but the method of 

allocating the indirect cost is usually more precise than traditional cost price 

calculation. Even though the method of allocating indirect cost is more precise if it is 

allocated based on activities it still includes arbitrary allocations of costs that cannot 

be connected to the objects of calculation through activities. (Ax, 2009) 

 

The authors have decided to allocate all the costs of the bakery since the work is 

based on information from historical data. All of the indirect costs of the period 

measured is allocated to the objects of calculation through an activity based approach. 

Resources 

Consumed by 

Activities 

Consumed by 

Products 
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3.5.3 Designing an Activity-Based Costing system 
There are many ways of constructing Activity-Based cost systems but there are some 

steps that have to be performed: (Ax, 2009) 

 

1. Identify direct costs. 

2. Identify activities and allocate indirect costs to the activities. 

3. Identify cost drivers. 

4. Identify the cost driver volume and the cost per cost driver. 

5. Calculate the total cost of the objects of calculation. 

 

The different steps do not have to be performed in the specific order above since 

performing one step can result in information about another step but all steps have to 

be performed to complete the cost analysis. (Ax, 2009) 
 

 
(Ax, 2009) 

 

3.5.3.1 Identify direct costs 

Indirect cost should be allocated straight to the objects of calculation if possible. The 

more costs that can be allocated straight to the objects of calculation the better since it 

reduces the costs that have to be allocated through activities. All costs that are 

allocated through activities are exposed to the subjective judgement of the authors. 

(Ax, 2009) 

3.5.3.2 Identify activities and allocate indirect costs to the activities 

The basic thought of the Activity-Based Costing method is that indirect cost should be 

allocated to the objects of calculation through activities; thus, an important step of the 

method is to identify the activities preformed in a company. There are many ways to 

identify and chart the activities of a company but the most common way is through 

interviews with the employees. Other ways to identify activities are through direct 

observations, time studies or documents about the business processes of the company. 

(Ax, 2009) 
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When the activities and costs have been identified, the costs are allocated to the 

activities through resource drivers. The resource driver is a tool to allocate costs to the 

different activities in the value chain based on the amount of resources required for 

each activity. (Kaplan, Cooper, 1998) 

3.5.3.3 Identify cost drivers 

After the identification of activities, the process of designing an ABC system 

continues with the determination of activity cost drivers. The activity cost driver is a 

tool used to determine the amount of activity output each object of calculation 

consumes. The aim of the activity cost drivers is to link the indirect costs measured in 

the activities to the object of calculation. (Kaplan, Cooper, 1999)  

3.5.3.4 Identify the cost driver volume and the cost per cost driver 

The cost driver volume is the amount of activity cost drivers available and the cost per 

cost driver is acquired by dividing the total cost of an activity with the number of cost 

drivers. (Andersson, 1997) 

 

One of the basic thoughts of the Activity Based costing method is that the cost driver 

volume should be based on the practical volume of an activity, in other words the 

theoretical volume that could be produced by an activity reduced by the volume that 

is not produced because of natural causes such as delays and maintenance. (Ax, 2009) 

 

Another, simpler, way to measure the activity cost driver volume and the cost per cost 

driver is to base it on the outcome of previous periods of measurement. This method 

can be used when all of the costs are to be allocated to the objects of calculation. 

(Andersson, 1997)  

  

The authors have decided to base the activity cost driver volume and cost per cost 

driver on the outcome of the measured period. 

3.5.3.4 Calculate the total cost of the objects of calculation 

 Once all of the other steps are completed it is possible to measure the cost of each 

objects of calculation. The activity costs are allocated to the objects of calculation 

through the activity cost drivers based on the amount of activity output each object of 

calculation consumes. (Ax, 2009) 
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4 Empirical findings 
This chapter presents the empirical findings from the case study. The first part 

presents a general description of the store and its management control measures. The 

second part of the chapter presents the processes of the store´s bakery. The chapter 

ends with a discussion about the complications of the current situation. 

4.1 About the store 
The Exclusive Store is a part of a North European retail store company. The retail 

stores of the company are divided into four different store profiles.    

     

 The Small store is the smallest store of The Retail Store´s profiles. The stores 

are located in neighbourhoods and are stored with about 5000-8000 different 

products. 

 

 The Regular profile is a development of the budget profile. It´s also located in 

neighbourhoods but you can also find it in city centres. The Regular profile 

store has about 8000-10000 different products. 

 

 The stores with the Exclusive profile are located in the outskirts of town. Their 

vision is to supply high level of service and inspiration. The stores have about 

10 000 - 30 000 different products. 

 

 The Large store profile is the biggest store. This profile has more than 30 000 

different products including cloths, media and garden products. The stores are 

located in the suburbs and are in average bigger then 6 500 square metres. 

      (Appendix, Interviews, Interview Sebastian) 

4.2 Present management control measures 
The stores of the North European retail store company share a management control 

system that is able to monitor sales and determine key ratios of the stores vast supply 

of products. The profitability of every product is calculated through the gross margin, 

which is an easy calculation method that generates a good overlooking comparison of 

the products. (Appendix, Interviews, Interview Stig) 

 

The gross margin method is useful in the way that the store can keep track of the 

profitability of a wide range of products, but it does not take in to account that 

different products require different amounts of indirect resources in the value chain. 

 

The stores are divided into different cost centres that have to carry indirect cost that 

can be related to the cost centre. One example of a cost centre is the bakery that has to 

carry the indirect cost that can be related to that section, an example of a costs carried 

by bakery is the personnel cost. Most of the indirect costs are not allocated since they 

are shared among the cost centres. (Appendix, Interviews, Interview Stig) 

4.3 The Exclusive Store, the food temple 
The Exclusive Store profile is aiming to be the most exclusive profile store in the 

retail store profile catalogue. The Exclusive store´s vision is to be a “food temple”, a 

retail store which supplies everything from everyday food to exotic delicacy; 

furthermore the stores supply a wide range of other products, for example media, 

kitchen, beauty and pharmacy products. The Exclusive Stores wish for their customer 
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to be inspired when they are shopping in the store. (Appendix, Interviews, Interview 

Sebastian) 
  

In the bread section of every Exclusive store, there is a bakery with a comprehensive 

catalogue of products. The fresh bread is valued highly by the customers in customer 

surveys, the bakery is considered to be one of the key areas in terms of adding 

customer value to the store. (Appendix, Interviews, Interview Stig) 

 

The Exclusive stores have more or less the same sorts of bakery products, but the 

production processes are different among the stores. (Appendix, Interviews Interview 

Sebastian) 

4.4 The bakery of an Exclusive store 
The Exclusive stores do not all have the same type of bakeries, there are four types in 

general and the different processes production are often combined. The four different 

types are described below. 

4.4.1 Scratch bakery  
First you have Exclusive stores with a scratch bakery, which take care of the whole 

value chain, which means that they have an employed professional baker who bakes 

everything from scratch. With this kind of bakery, the store controls the value chain, 

which in the end results in a total control of costs and quality. A disadvantage with the 

scratch bakery is that it requires more indirect costs than the other types of bakeries; 

such as labour and workspace. (Appendix, Interviews, Interview Sebastian) 

4.4.2 Paste bakery 
Using a paste bakery means that the store has bought a special concept from an 

external scale production deliverer. The concept is that the store buys frozen paste 

products from an external bakery. The paste has to be fermented and garnished in the 

store before it is griddled in the ovens. By yeasting, garnishing and griddling the 

bread on their own, the store acquires a lower purchase price compared to using bake 

off products or buying fresh bread from an external baker. (Appendix, Interviews, 

Interview Sebastian) 

4.4.3 Bake off bakery 
A bake off bakery is the simplest type of bakeries. This type of bakery buys pre-

yeasted frozen paste, which makes the value chain very short. Normally bake-off 

bakeries collaborate with an external baker, who delivers fresh professional made 

bread every morning, just to broaden the product catalogue. The biggest advantage in 

using bake-off bread is that it requires less indirect resources than the other types of 

bakeries and it is easy to control the supply of bread. (Appendix, Interviews, Interview 

Sebastian) 

4.4.4 External baker 
The final type of bakery is not really a bakery, the store buys the fresh bread from an 

external bakery that delivers the bread straight to the sales-shelf and removes the 

bread that is left over by the end of the day. By using an external baker, the Exclusive 

store cuts off parts of the value chain and normally the store also gets free returning 

rights for the good not sold. The purchase price is higher for products bought from an 

external baker compared to the products produced in the store. (Appendix, Interviews, 

Interview Sebastian)  
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(Chapter 4.6) 

4.5 The processes of the bakery 
The case study took place in the Exclusive store Sweden. The store´s owner and 

manager, Stig, has chosen to apply two types of bakeries. First, he has invested in a 

paste bakery, which means that he has some heavy bakery machinery in the store. In 

addition to the paste bakery he also supplies his customers with Bake-off products. To 

broaden the product catalogue, Stig also has some simple Defrost and Serve products. 

In total; the bakery has about 90 products, divided into the three product areas Bake-

off, Paste and Defrost and Serve (Appendix, Interviews, Interview Cindy)     

4.5.1 Bake off products 
The Bake off process is the fastest of the three baking processes of the case study. The 

bread arrives frozen and pre fermented to the store, where it later griddles in the oven. 

The bake-off packages are the biggest packages of the bread packages, which result in 

a higher demand of space in the stock. This process does not require much labour or 

planning. The process is finished when an employee has griddled the bread, put the 

bake-off products in a bread bag and the bread is out on the shelf. (Appendix, 

Interviews, Interview Cindy) 

4.5.2 Paste products 
The paste process demands more labour and baking-inventories in comparison to the 

other baking processes. The paste arrives to the store in frozen packages. Later on, the 

paste needs to be defrosted and an employee puts the paste on bakery sheets. In 

addition to this, some products, like the buns, need to be put on special bun paper. 

Once the paste has been defrosted, the paste needs to be fermented and garnished. An 

employee puts a trolley of baking sheets in a special fermenting machine, because the 

paste is not fermented on the arrival to the store. Owing to that, the stock room saves 

up some space, in comparison to the bake-off bread. When the paste is fermented, the 

paste process continues with the griddling. Just after the griddling, the fresh paste 

products are packed into bread bags and put on the shelves. (Appendix, Interviews, 

Interview Cindy) 

4.5.3 Defrost & Serve products 
The Defrost & serve bakery process is the least complicated bakery process. An 

employee defrosts the frozen product by taking away the products from the freezer 

and arranging the products on the sales-shelf. (Appendix, Interviews, Interview Cindy) 

  

Purchase Delivery Stock Preparation Production P&D Sales 
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4.6 The value chain 
The value chain, which shows the bakery processes of the store, from the start to the 

end, has been developed through discussions together with the Stig and Cindy. 

(Appendix, Interviews, Interview Cindy + Stig) 
 

 
  

The value chain starts with the purchase, where the store sends in their order list to the 

supplier twice a week. When the order arrives to the store, the delivery begins. Just 

before the delivery, one of the employees sort out the stock and when the delivery 

arrives the employee ticks off the order and stores the packages. If there is anything 

wrong with the delivery, the store informs the supplier. 

 

The goods are now stored in the stock until the preparation starts. The first step of the 

preparation is that an employee takes out the goods from the stock. After that the 

different bakery processes start, depending on the kind of product it is, Bake-off, 

Paste or Defrost. When the preparation is finished, the production starts, which is the 

griddling. 

 

After the griddling, the bread is parcelled into different labelled bread bags, except for 

the small bread rolls. Once it has been parcelled and labelled, the bread is put on the 

shelves. The store has chosen to parcel and label the bread to reduce errors made by 

the cashiers. Stig claims that there are many errors made by the cashiers when they 

are handling the products of the bakery. 

 

When the products are out on the shelves the last step in the value chain starts. The 

main sales duty is to answer questions from customers and keep the sales area clean. 

  

•An employee makes an inventory of the 
bread and places an order to the supplier. 

Purchase 

•The emplyees receive the order from the 
supplier and tick off the goods. 

Delivery 

•The goods are stored in the stock. Stock  

•Some products need to be prepared, for 
example the paste products. 

Preparation 

•The griddling of the bread. Production 

•After the griddling, the bread is packed into 
bread bags marked with pricelabels and 
distributed to the shelfs. 

Packaging & Distribution 

•Talk to customers, keep the shelfs nice and 
clean. 

Sales 
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4.7 Complications 
The owner of the case study´s Exclusive Store Sweden, Stig, knows that the bakery 

sector of his store has shown an excellent profitability for a long time according to the 

gross margin of his accounting system. In spite of the excellent margin, he worries 

about the trustworthiness of the figures. 

  

Product Quantity Sales Direct Cost Margin Margin 

Paste products 17 835 152 000 79 300 72 700 48% 

Bake Off 9 374 127 000 70 600 56 400 44% 

Defrost and serve 908 5 700 2 900 28 00 49% 

Sum 28 117 284 700 152 800 131 900 46% 

(Appendix, Documents, Archival records, Costs) 

 

The gross margin does not include any of the indirect costs related to the baking 

process. Stig suspects that the indirect cost might make up a bigger part of the total 

product cost in the bakery sector than other sectors of the store. 

 

Another cost that is not included in the margin, is the cost of goods not sold. This cost 

includes costs of products that is thrown away, stolen or not registered in a correct 

way. 

 

Stig thinks that he has put too much faith in the margins produced in his management 

system and he wants to know what his margin would look like if he was to include all 

of the costs related to the products of the bakery. 
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5 Activity-Based cost analysis 
This chapter uses the methods described in the theoretical framework to analyse 
the empirical findings. The authors used a calculation method inspired by the 

activity based calculation method to get a better understanding about the cost 

structure and profitability of the Bakery at Exclusive Store Sweden. The reason for 

using the activity based approach is to get a better understanding about how the 

indirect costs of the bakery strain the different products and the different parts of the 

production process.  

5.1 Choose objects of calculation and time range 
In order to get a true picture of the profitability of different products in the bakery, the 

indirect costs should be allocated to each product. There are 90 different products in 

the bakery and the amount of indirect costs that is allocated to each product depends 

on the difference in the amount of resources required in the baking process for the 

products. In the store, there are three different baking processes; each process requires 

different types and amounts of resources. To get a manageable amount of calculation 

objects, the different products were divided into the three different groups based on 

the type of baking process. The three groups where chosen together with the store 

manager. (Appendix, Interviews, Interview Stig and Ulf) 

 

- Paste products 

- Bake Off products 

- Defrost and serve products 

 

The time of measurement was chosen to one month that coincided with an internal 

study of the bakery. The internal study of the bakery included an inventory of the 

stock, an assessment of the cost of goods not sold and a review of the personnel cost 

of the bakery. (Appendix, Documents, Report Ulf) The information from the internal 

study was of great importance to the research. 

5.2 Identify activities and determine cost drivers for every activity 
The first step of the ABC- method is to identify the activities in the value chain and 

decide on what activity cost drivers to use to allocate the activity output to the objects 

of calculation. (Gerdin, 1995)  

The activities of the model were decided based on information from discussions with 

Stig, Ulf and Cindy. The process is based on the value chain of the bakery and can be 

divided into 7 different activities; Purchase, Delivery, Stock, Preparation, Production, 

Packaging and Delivery and finally Sales. (Chapter 4.6) 

  

Purchase Delivery Stock Preparation Production P&D Sales 



 

20 
 

 

 

Activities Activity Cost driver 

Purchase Number of products 

Delivery Work Time 

Stock Square meter 

Preparation Work Time 

Production Baking sheets 

Packaging & Distribution Work Time 

Sales Work Time 

 

The Purchase activity includes the work time spent on making an inventory of the 

products before placing an order and the time spent on placing the actual order. The 

orders are placed twice a week and the time spent on placing the order depends on the 

number of different articles. Since the objects of calculation are product groups and 

each group contains different amount of articles, it is possible to allocate the activity 

costs based on how many articles each group contains. (Appendix, Documents, 

Archival records data, Products) 

 

The Delivery activity includes the time spent on handling deliveries from suppliers 

twice a week and the time spent on quality control of the goods received. Since work 

time is the only cost included in the delivery activity, it is possible to allocate the 

activity cost to the objects of calculation based on the amount of work time spent on 

each product group in the delivery process.  

 

The Stock activity includes the cost of rent for the storage space. Other costs traceable 

to the storage are electricity costs for the cold storage. The amount of resources used  

by each product group depends on the demand of storage space of each product 

group; hence the activity cost can be allocated based on the amount of square meters 

each product group demand of the stock. 

 

The preparation activity includes the work time required to collect the products from 

the stock and preparing them on baking sheets for the fermentation machines and 

ovens. The amount of time required in the preparing process varies depending on the 

different product groups. Since the only cost included in the preparation activity is the 

work time, it is possible to allocate the activity cost based on the amount of time 

demanded by each product group in the preparation process. (Appendix, Interviews, 

Interview Cindy) 

 

The production activity includes the depreciation cost of the ovens and fermenting 

machines, the service cost of the equipment, the cost of the space required for the 

production, the electricity cost and the cost of the work time required in the 

production process. The activity includes a variety of costs included in the production 

process and the resources should be allocated based on the amount of activity output 

each object of calculation demands of the activity as a whole. The output of the 

production is baking sheets with different amounts of bread depending on the type of 

product. Each baking sheet demands approximately the same amount of resources; 

hence, the activity cost can be allocated to the objects of calculation based on the 

number of baking sheets produced in each product group. 

 



 

21 
 

The packaging and distribution activity includes the cost of work time required to 

package and label the bread and the work time required to distribute the bread to the 

sales area. The amount of time spent on the different objects of calculation varies in 

the packaging and distribution activity; thus, the cost can be allocated based on the 

work time required by each product group. 

 

The sales activity includes the cost of work time required to keep the sales area in 

shape and answer questions from customers. It is an activity that can be hard to 

allocate to the objects of calculation. Since the bakery is located at a central point of 

the shop, it includes the cost of work time spent on answering questions about other 

products of the store as well as bakery products. Since work time is the only cost 

included in the sales activity, it is possible to allocate the activity cost to the objects of 

calculation based on the amount of work time spent on each product group. 

5.3 Direct and indirect costs of the bakery 
When the activities of the bakery process had been identified the next step was to 

identify costs based on the activities. The activity based approach provided a new way 

to look at costs related to the bakery and costs were identified that had not been 

related to the bakery before. Most of the costs could be found through management 

system in the form of budgets and reports on sales for the bakery section. (Appendix, 

Interviews, Interview Cindy) 
 

Direct cost Indirect cost 

Cost of goods sold Rent 

Cost of goods not sold Service Costs 

Cost of paper bags Electricity 

Cost of Garniture Personnel Cost 

 Depreciation 

5.3.1 Direct costs 
The direct costs of the store´s bakery can be categorized into two groups. The first 

group consists of the direct costs that are included in the gross margin of the 

management accounting system. The second group consists of the direct costs that are 

not included in the gross margin of the system. 
 

Product Sales Direct Cost Margin Margin 

Paste products 152 000 79 300 72 700 48% 

Bake Off 127 000 70 600 56 400 44% 

Defrost and serve 5 700 2 900 2 800 49% 

Sum 284 700 152 800 131 900 46% 

(Chapter 4.7) 

 

The original sales report from the management control system includes the direct 

purchase cost of goods sold but it does not include the direct cost added in the 

production process of the bakery.  
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Product Goods sold Discount 4% Goods not sold Bag cost Adjusted direct cost 

Paste Products 79 300 -3 172 14 202 4 459 94 789 

Bake Off 70 600 -2 824 13 781 2 344 83 901 

Defrost 2 900 -116 80 227 3 091 

  152 800 -6 112 28 063 7 029 181 780 

(Appendix, Documents, Archival records data, Costs) 

 

The adjusted direct cost includes the direct costs added in the production process as 

well as a four per cent discount from the supplier. The direct material added in the 

production process includes the cost of garniture for the different products and 

labelled paper bags in which the baked bread is packed. Another direct cost that is not 

included in the original sales report is the cost of goods not sold. The cost of goods 

not sold includes the cost of products that are thrown away, stolen or not registered in 

a correct way. Information about the direct costs was made available through a report 

made by Ulf. (Appendix, Documents, Documentation, Report Ulf) 

 

Product Sales Adjusted Direct Cost Margin Margin 

Paste products 152 000 94 789 57 211 38% 

Bake Off 127 000 83 901 43 100 34% 

Defrost and serve 5 700 3 091 2 609 46% 

Sum 284 700 181 780 102 920 36% 

(Appendix, Documents, Archival records data, Costs) 

5.3.2 Indirect costs 
The indirect costs associated with the bakery were discussed with Stig, some could be 

found in the budget of the bakery and thus they had been considered before. The 

discussions with Stig lead to the decision to include indirect cost that had not been 

considered in earlier profitability studies. Indirect cost that could be traced to the 

bakery included Rent, Service Costs, Electricity, Personnel costs and Depreciation.  

 

The cost of rent is based on how much of the space in the store is used for the bakery 

and the cost / square meter for the space. The space was measured together with Ulf 

during a field visit of the store. (Appendix, Interviews, Field visit) The areas included 

in the calculation of the cost are the sales area, the bakery area, the freezer and 

refrigerator and the part of the stock that is used for bakery products. The total area is 

78,75 square meters. (Appendix, Documents, Direct observations, Square meters) The 

total rent cost of the period measured is 12 200 SEK. (Appendix, Documents, Archival 

records data, Costs) 

 

The Service Costs includes the costs for service and maintenance of the ovens and the 

fermentation equipment. The total service cost of the period measured is: 3500. 

(Appendix, Documents, Archival records data, Costs) 

 

The electricity cost includes the cost of the electricity used by the ovens, fermentation 

equipment and the part of the cold stock used by bakery products. The electricity cost 

for the cold stock charged to the bakery is the percentage of the total electricity cost 

of the cold stock based on the amount of space used by bakery products. The total 
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cost of the period measured is: 8600 (Appendix, Documents, Archival records data 

Costs) 

 

The personnel cost is based on the work hours reported in the bakery during the 

period. The personnel cost is monitored closely by the stores management control 

system. The total hours worked is 392 hours or 23 520 minutes. (Appendix, 

Documents, Hours) The total cost of the period measured is: 88 200 SEK. (Appendix, 

Documents, Archival records data, Costs) 

 

The depreciation cost includes the depreciations for the ovens and fermentation 

equipment. The total cost of the period measured is: 6 670 SEK. (Appendix, 

Documents, Archival records data, Costs) 
 

Costs Total cost % 

 

Rent 12 200 10 % 

Service 3 500 3 % 

Electricity 8 600 7 % 

Personnel cost 88 200 74 % 

Depreciation 6 670 6 % 

Total indirect cost 119 170 100 % 

(Appendix, Documents, Archival records data, Costs) 

5.3.3 Other costs 
The indirect cost discussion revealed more costs that could be relevant information 

for the profitability analysis; however, these were not included because of lack of 

time, the fact that they were hard to measure or the cost was of insignificant size. 

Following costs were discussed:  (Appendix, Interviews, Interview Stig) 

5.3.3.1 Cashier handling cost 
The cashier handling cost is the cost of extra time that the cashiers spend on handling 

the bread. The bread is one of the products that requires the most manual labour by 

the cashiers but Stig thinks he has solved the problem by packaging and labelling the 

bread; hence reducing the time spent on registering the bread manually. The cashier 

handling cost was excluded from the analysis because it was hard to measure and Stig 

thought it was of insignificant size. 

5.3.3.2 Insurance cost 
One cost that was considered was the insurance cost of the equipment in the bakery 

and the stock but Stig had an insurance covering the whole store and the part of the 

cost that belonged to the bakery was of insignificant size; hence, the insurance cost 

was not included in the analysis.  

5.3.3.3 Alternative cost 
The bakery section occupies a large area of the store. One way to measure the cost of 

that space is to measure the profit that could be made if they focused on other 

products in that sales area, the alterative cost. The process of acquiring the alternative 

cost can be complicated and time consuming if the information is not available. The 

Rent

Service

Electricity

Personnel cost

Depreciation



 

24 
 

authors chose to exclude the alternative cost because of the restricted time frame of 

the study. 

5.4 Allocate indirect costs to the selected activities 
When the activities and costs have been identified the indirect costs are to be 

allocated to the activities through resource drivers. The resource driver is a tool to 

allocate costs to the different activities in the value chain based on the amount of 

resources required for each activity. (Kaplan, Cooper, 1999) 

 

Costs Total cost Resource driver Resource driver volume Cost/resource driver 

Rent  12 200   Square meter  78,75  155  

Service  3 500   Per cent  100%  3 500  

Electricity  8 600   Per cent  100%  8 600  

Personnel cost  88 200   Work Minutes  23 520  4  

Depreciation  6 670   Per cent  100%  6 670  

Control total  119 170 

    

The resource driver is a unit used to allocate the resources to the different activities; 

the value of each resource driver is acquired by dividing the total cost by the resource 

driver volume, which is the total amount of resources available. 

 

The type of resource driver depends on the type of resource it allocates. One way to 

allocate the resources to the different activities is to simply allocate the resources 

based on the percentage each activity required of the total amount of resources 

available. The Service cost, Electricity cost and Depreciation cost were allocated with 

this method. 

 

Other costs can be easier to allocate with resource-drivers specific to that resource. 

The cost of rent is based on the cost/ square meter and can be allocated based on the 

square meters required by each activity. Personnel cost is based on a cost per work 

hour and it can be allocated based on the work hours or work minutes required in each 

activity. 
 
Activities Rent Service Electricity Work minutes Depreciation 

Purchase 0 0% 0% 346 0% 

Delivery 0 0% 0% 1 314 0% 

Stock 26,28 0% 7% 0 0% 

Preparation 0 0% 0% 9 304 0% 

Production 34,8 100% 93% 6 987 100% 

Packaging & Distribution 0 0% 0% 4 012 0% 

Sales 17,67 0% 0% 1 556 0% 

Control total 78,75 100% 100% 23 520 100% 

 

The proportion of Service costs, electricity, insurance and depreciation used by every 

activity, were determined through discussions with Stig and reports from the 

accounting system. (Appendix, Interviews, Interview Stig and Ulf 2) (Appendix, 

Documents, Archival records data, Costs) 

 

The space used for each activity where measured together with Ulf and the rent was 

allocated based on the results of the measurement. The area used for the preparation, 

production and Packaging and Distribution is essentially the same, the cost was 
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allocated to the Production activity to simplify the calculation. (Appendix, Documents, 

Direct observations, Square meters) 
 

The estimation of the allocation of work minutes is based on interviews with Cindy 

where the schedule of the bakery was analysed. (Appendix, Documents, 

Documentation, Hours) 

 

Activities Rent Service Electricity Personnel cost Depreciation Activity cost 

Purchase 0 0 0 1 297 0 1 297 

Delivery 0 0 0 4 929 0 4 929 

Stock 4 071 0 602 0 0 4 673 

Preparation 0 0 0 34 891 0 34 891 

Production 5 391 3 500 7 998 26 201 6 670 49 760 

Packaging & Distribution 0 0 0 15 046 0 15 046 

Sales 2 737 0 0 5 837 0 8 574 

 Total 12 200 3 500 8 600 88 200 6 670 119 170 

 

Activities Activity cost % 

 

Purchase 1 297 1 % 

Delivery 4 929 4 % 

Stock 4 673 4 % 

Preparation 34 891 29 % 

Production 49 760 42 % 

Packaging & Distribution 15 046 13 % 

Sales 8 574 7 % 

  Total 119 170 100 % 

 

Once all resources have been allocated to the different activities the total activity cost 

is acquired by multiplying the different resource drivers of each activity with the cost 

per resource driver. 

5.5 Allocate activity cost to the objects of calculation 
Once the indirect costs have been allocated to the activities the next step is to identify 

how much each object of calculation requires of every activity. The amount of 

activity output each object of calculation consumes is determined through the activity 

cost drivers.  

 

Activities Activity cost Activity Cost driver Activity driver volume Cost/Activity driver  

Purchase 1 297 Number of products 90 14,41 

Delivery 4 929 Work Time 1 314 3,75 

Stock 4 673 Square meter 26,28 177,83 

Preparation 34 891 Work Time 9 304 3,75 

Production 49 760 Baking sheets 4 960 10,03 

P&D 15 046 Work Time 4 012 3,75 

Sales 8 574 Work Time 1 556 5,51 

Control total 119 170,00 

    

Purchase

Delivery

Stock

Preparation

Production

P & D

Sales
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The activity cost driver is a unit used to determine the cost of the activity output each 

object of calculation consumes; the cost of each activity driver is determined by 

dividing the total cost of each activity with the activity cost driver volume of that 

specific activity. 

 

Product Purchase Delivery Stock Preparation Production P&D Sales 

Paste products 37 920 11 6 513 2 870 2 809 1 090 

Bake Off 47 381 13 2 698  2 090 1 164 451 

Defrost and serve 6 13 3 93 0 40 16 

Sum 90 1 314 27 9 304 4 960 4 013 1 557 

 

Once the cost of each activity driver is determined the costs can be allocated to the 

objects of calculation: the Paste- products, the Bake off- products and the Defrost and 

Serve- products. 
 

The cost of the Purchase activity is allocated based on the number of different 

products in the different product groups. There are 90 different products in total and 

they are divided in 37 paste products, 47 bake off products and 6 Defrost and serve 

products. (Appendix, Documents, Archival records data, Products) 

 

The cost of the Delivery activity is allocated based on the work time required to 

handle deliveries of each product group. The total amount of work time required in 

the Delivery activity is 1314 minutes and it is divided into 920 minutes required for 

handling Paste products, 381 minutes for Bake off products and 13 minutes for 

Defrost and Serve. The time required for each product group was estimated in 

interviews with Cindy. (Appendix, Interviews, Interview Cindy +2) 

 

The cost of the Stock activity is allocated based on the square meters occupied by 

each product group in the stock. In total there is 26,3 square meters in the stock and 

paste products occupy 10,5, Bake off- products occupy 13,1 and Defrost and Serve 

products occupy 2,6. The amount of space occupied by the different product groups 

was estimated in a field visit to the store in which the stock was measured. (Appendix, 

Direct observations, Field visit)(Appendix, Documents, Square meters)    

 

The cost of the Preparation activity is allocated based on the work time required to 

prepare each product group in the bakery. The total amount of work time required in 

the preparation activity is 9304 minutes and it is divided into 6513 minutes required 

for preparing Paste products, 2698 minutes for Bake off products and 93 minutes for 

Defrost and Serve. The time required for each product group was estimated in 

interviews with Cindy. (Appendix, Interviews, Interview Cindy+2) 

 

The cost of the Production activity is allocated based on the number of plates of 

baking products produced in each product group. The total amount of plates of baking 

products produced is 4960 and it is divided into 2870 plates of paste products and 

2090 plates of bake off products. The time required for each product group was 

estimated in interviews with Cindy. (Appendix, Interviews, Interview Cindy +2) 

 

The cost of the Packaging and Distribution activity is allocated based on the work 

time required to pack and distribute each product group. The total amount of work 

time required in the Packaging and Distribution activity is 4012 minutes and it is 
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divided into 2809 minutes required for packaging and distributing Paste products, 

1164 minutes for Bake off products and 40 minutes for Defrost and Serve. The time 

required for each product group was estimated in interviews with Cindy. (Appendix, 

Interviews, Interview Cindy+2)(Appendix, Documents, Documentation, Hours) 

 

The cost of the Sales activity is allocated based on the work time required in the sales 

process of each product group in the bakery. The total amount of work time required 

in the sales activity is 1556 minutes and it is divided into 1090 minutes required for 

preparing Paste products, 451 minutes for Bake off products and 16 minutes for 

Defrost and Serve. (Appendix, Documents, Documentation, Hours) 

 
Product Purchase Delivery Stock Preparation Production P&D Sales Indirect costs 

Paste  533 3 450 1 869 24 424 28 792 10 532 6 002 75 603 

Bake Off 677 1 429 2 337 10 118 20 967 4 363 2 487 42 379 

Defrost and serve 86 49 467 349 0 150 86 1 188 

Sum 1 297 4 929 4 673 34 891 49 760 15 046 8 574 119 170 

 

Product Indirect costs % 

 

Paste  75 603 63 % 

Bake Off 42 379 36 % 

Defrost and serve 1 188 1 % 

Sum 119 170 100 % 

 

Once all activity costs have been allocated to the different product groups the total 

indirect cost is acquired by multiplying the different activity cost drivers of each 

activity with the cost per resource driver. 

5.6 Results of the ABC- analysis 
The result of the ABC- analysis is a margin that includes the adjusted direct costs as 

well as the indirect costs of the bakery. 

 

Product Adjusted Direct Cost Indirect costs Total Cost 

Paste products 94 789 75 603 170 392 

Bake Off 83 901 42 379 126 279 

Defrost and serve 3 091 1 188 4 279 

Sum 181 780 119 170 300 950 

 

Product Sales Total Cost Margin Margin 

Paste products  152 000   170 392 -18 392  -12% 

Bake Off  127 000   126 279   721  1% 

Defrost and serve  5 700  4 279   1 421  25% 

Sum  284 700   300 950  -16 250  -6% 

 

  

Paste

Bake Off

Defrost and serve
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6 Benchmark 
This chapter includes a benchmark of another Exclusive store in Sweden. The purpose 

of the benchmark is to compare the processes of the bakery in each store and try to 

identify advantages and disadvantages with each process. 

6.1 About the Benchmark store 
The Benchmark store has a bakery sector with a broad product line like the main store 

of the study, but their bakery processes are different. They have not invested in a 

paste bakery, which requires much space and working capital. Instead they put focus 

on a straightforward bake-off bakery, which does not require that much space. With a 

simple bake-off bakery, the store easily controls the supply and demand of Bake-off 

products, because of the quick Bake-off process. In comparison to the Exclusive Store 

Sweden, the Benchmark store does not parcel their bread into labelled bread bags.  

(Appendix, Interviews, Interview Sebastian) 

 

To broaden the product catalogue, the Benchmark store collaborates with a local 

external bakery. The external baker supplies the Benchmark store with fresh bakery 

products, made from scratch, on a daily basis. The bread is delivered to the store at 

08:00 AM, but it is baked several hours earlier in the morning. (Appendix, Interviews, 

Interview Sebastian) 

 

An advantage with using an external bakery is that the external bakery takes the costs 

of the bread that has not been sold. This is a big advantage since the cost of goods not 

sold usually is high in the bakery sector. (Appendix, Interviews, Interview Sebastian) 

 
“The dream is to have a scratch bakery, but we do not have the space. If we had the 

space, we should certainly have it” - Sebastian 

6.2 Advantages and disadvantages with an external bakery 

 

Advantages Disadvantages 

 The right to return goods not sold.  The bread is delivered hours after 

the griddling 

 Saves space and reduces indirect 

costs. 

 Higher purchase price 

 Daily bread made by professional 

bakers 

 

The biggest advantages using an external professional baker is the free returning right, 

which reduces the cost of good not sold. Another advantage with using an external 

bakery is that is saves storage space if the bread is produced in a different location. 

The space is always an issue in the retail industry since the different products compete 

about the best sales space. The last argument why it could be favourable to use an 

external baker is that professionals make the bread from scratch every day. This is 

something that ensures that the bread is of high quality. (Appendix, Interviews, 

Interview Sebastian) 

 

One of the disadvantages with an external baker is that the bread is baked early in the 

morning and it is delivered to the store hours after being baked. This implies that the 

bread is not quite as fresh as it would have been if it was baked in the store. Another 

disadvantage is that the bread bought from an external baker has a higher purchase 
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price than bake off bread or paste products. (Appendix, Interviews, Interview 

Sebastian) 

6.3 Comparison of the stores 
The main difference of the bakeries is that the benchmark store buys a large part of its 

products from an external baker and the only products they produce in the store are 

bake off products while the Exclusive store Sweden have paste- as well as bake off 

products. The benchmark compares the margins of the stores when the direct costs are 

the only costs included and when the costs of goods not sold are added to the margin. 

 
Exclusive store Sweden  Sales Direct Cost Margin Margin 

Margin 284 700 -152 800 131 900 46% 

Margin adjusted 284 700 -174 751 102 920 36% 

(Appendix, Documents, Archival records data, Costs) 

 
Benchmark store  Sales Direct Cost Margin Margin 

Margin 424 053 -268 782 155 271 37% 

Margin adjusted 424 053 -279 966 144 087 34% 

(Appendix, Documents, Benchmark) 

 

One of the advantages of producing paste products is that they have a lower purchase 

price, since more steps of the value chain are made within the store. This lower 

purchase price of the paste products results in a higher gross margin of 46 per cent for 

the Exclusive store Sweden compared to 37 per cent of the Benchmark store. The 

gross margin method shows that the store with the paste products have a higher 

margin then the Benchmark store but when margin is adjusted with the cost of goods 

not sold the margin is reduced to 36 per cent for the Exclusive store Sweden and 34 

per cent for the Benchmark store. The relatively large decrease in margin for the 

Exclusive store Sweden compared to the Benchmark store can be explained by the 

fact that the external baker of the Benchmark store takes the cost of goods not sold for 

the products they supply, the exclusive store Sweden has to pay for the goods not 

sold. This shows that the advantage of the lower purchase price of the paste products 

in the Exclusive store Sweden almost levels up with the advantage of the low cost of 

goods not sold in the Benchmark store. 

 

The margins do not include any indirect costs; hence they do not show a true picture 

of the profitability. The benchmark study does not include an analysis of the indirect 

costs but the processes of the benchmark store are of the type that demands less 

indirect costs. An example of this is the personnel cost of the benchmark store of 

72 000 (Appendix, Documents, Benchmark), which is lower than the personnel cost of 

the Exclusive store Sweden of 88 200. This is despite of the fact that the benchmark 

store has a turnover of 424 053 in the bakery compared to the turnover of 284 700 

(Chapter 4.7) in the Exclusive store Sweden. 

 

There are other factors than the cost alone that affects the margins of the store; such 

as price and sales volume. These factors have not been considered in the study. 

Another factor that has not been considered in the study is the customer value added 

by how the customers experience the quality of the bread. Do customers prefer bread 

that is freshly baked in the store or do they prefer bread baked by a professional 

external baker? 
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7 Conclusions 
The first part of this chapter discusses the result of the analysis and addresses the 

purpose of the study. The second part highlights some of the problems identified in 

the analysis and presents some suggestions to address the problem. The chapter ends 

with some suggestions for further research.     

7.1 Conclusion 
The gross margin approach, which is a common method of calculating the margins in 

the retail industry, is a suitable method when calculating the margins of goods that do 

not include value-adding activities. This case study shows that the gross margin 

method can be misleading when the objects of calculation are products that require 

value-adding processes; hence more indirect costs. 

 

The case study analysis was made with an activity based approach. The activity based 

approach made it possible to see how different products consume different amounts of 

indirect resources of the store. By using the activity based approach new costs were 

identified that had not been related to the bakery before. 

 

The gross margin approach showed an outstanding margin of the bakery of 46 per 

cent, but it did not include any of the indirect costs. The margin acquired by using the 

activity based approach shows a negative margin of 6 per cent. 

 

The main reason for the different results of the two methods is that one of the 

methods includes indirect costs and one does not. The difference in results is most 

evident in the paste product group where the gross margin method shows a margin of 

48 per cent and the activity based method shows a negative margin of 12 per cent. 

 

Product Sales Direct Cost Margin Margin 

Paste products           152 000                     79 300                72 700  48% 

Bake Off           127 000                      70 600                 56 400  44% 

Defrost and serve               5 700                        2 900                  2 800  49% 

Sum        284 700                152 800           131 900 46% 

 

Product Sales Total Cost Margin Margin 

Paste products 152 000 170 392 -18 392 -12% 

Bake Off 127 000 126 279 721 1% 

Defrost and serve 5 700 4 279 1 421 25% 

Sum 284700 300950 -16 250 -6% 

 

The reason why the there is such a big difference between the margins of the different 

methods for the paste product group is that the paste products demand more indirect 

resources than the other product groups. The Bake-off products also require a lot of 

indirect resources that leads up to a big difference in margins. The difference in 

margins for the Defrost and Serve products is much smaller because these products 

requires less indirect resources compared to the others. 
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7.1.1 Conclusions from the benchmark 
The study includes a benchmark of the bakery of another Exclusive store. One of the 

main reasons to produce bread in the store instead of buying it from an external baker 

is that the store can acquire a lower purchase price when they produce more by 

themselves. Comparing the margins of a store that buys the products from an external 

baker with the margins of The Exclusive store Sweden, the margin of the Exclusive 

store Sweden is higher when the purchase price is the only cost included. On the other 

hand, the benchmark shows that once the cost of goods not sold is included, the 

margins even out. This shows that using an external baker could be almost as 

profitable as producing the bread in the store, even when the indirect costs are not 

included. 

 

There are other factors affecting the margin such as price and sales volume but when 

deciding whether or not to produce more in the store the decision maker has to make 

sure that the margin covers the increased indirect costs that comes with having the 

production in the store. 

7.1.2 Summary 
The study shows that information from a gross margin based method of calculation 

can be misleading in a sector of a retail store that requires a relatively high amount of 

indirect resources. Information of the profitability of different products can be 

misleading when different products consume different amount of indirect resources. 

7.1.3 Criticism of the results 
The result of the study does not include factors such as customer satisfaction and 

customer value. These are important factors that have to be considered when the 

bakery is valued as a part of the store. 

 

The study is focused on one store and the results cannot be applied on all stores in the 

retail industry. 

7.2 Suggestions 
According to the gross margin method, the store shows an outstanding profitability; 

hence the activity based method, which the authors have developed, tells another 

story.  This chapter will present some suggestions to increase profitability. 

7.2.1 Increase sales 
One way to increase the profitability of the bakery is to increase sales. Sales can be 

increased by increasing the sales volume or adjusting the prices. 

7.2.1.1 Sales volume 
The activity based method shows that many of the indirect costs of the bakery are 

fixed cost that will not increase with an increased sales volume. The fixed cost could 

be spread out on more products with an increased volume and bakery could acquire a 

reduced cost per unit. 

7.2.1.2 Price 
Another way to increase sales is to adjust the prices. According to the study, the 

bakery has a negative margin of 6 per cent with sales of 284 700 SEK. A general 

increase of the prices with 6 per cent would allow the bakery to break even, assuming 

the sales volume is unchanged. 
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The store should consider an overhaul of the pricing in the bakery in which the results 

of this study is included. The study shows that the cost of producing the products is 

higher than estimated and the store should consider adjusting the prices to acquire a 

margin that is satisfying. 

7.2.2 Evaluate processes  
The activity based method highlights where the costs are located in the value chain. 

The information can be used to identify problems and address the major costs. 

7.2.2.1 Packaging activity 
The cost of the Packaging and distribution activity is 15 046 SEK, which represents 

13 per cent of the total activity costs. The great part of this cost is the labour 

consumed when packaging and labelling the bread. If the bread was not to be 

packaged and labelled, the cost would be reduced but the bread would not be labelled 

correctly. If the bread is not labelled correctly the cashiers would have to spend time 

identifying the products and the errors made by the cashiers would increase.  

One of the main reasons for packaging the bread is to reduce the cost of errors made 

by the cashiers. The gains of packaging the bread should be evaluated and compared 

to the cost. 

7.2.2.2 Production activity 
The Activity with the highest cost within the bakery is the Production Activity with 

an activity cost of 49 760 SEK, 42% Per cent of the total activity cost of the bakery. 

One way to increase the profitability of the bakery could be to reduce the cost of the 

Production activity by making it more effective. 

 

There are 90 different types of products that are produced in the bakery every day. An 

investigation should be made of the assortment range to see if the production process 

could become more effective. One way to make the production process more effective 

could be to standardise the process by reducing the number of different products and 

focus on the most profitable ones. 

7.2.2.3 Reduce cost of goods not sold 
The Cost of goods not sold is 28 063 SEK, about 10 per cent of the total sales of 

284 700 SEK.  One way to increase the profit of the bakery is to reduce the cost of 

goods not sold. If the store is able to reduce the cost of goods not sold to 8 per cent, 

the cost will be reduced with 5 287 SEK a month and by 63 444 SEK a year. One way 

to reduce the costs of goods not sold could be to better adjust the production to the 

demand by baking more frequently. 

 

It is important for the store to set up a desirable target of the level cost of goods not 

sold. The cost should not be too high nor should it be too low. A high cost of goods 

not sold is unprofitable since a large amount of bread is thrown away. If the cost of 

goods not sold is low it could harm the store in the way that the customer may not 

find some products that they demand and this could affect how the image of the store. 

7.3 Suggestions to further research 
The results of the study suggest that the gross margin could be misleading in sectors 

within a retail store which require relatively large amount of indirect resources. One 

way to investigate this further is to analyse the profitability in other sectors of a retail 
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store that consumes a relatively large amount of resources; for example the fruit 

sector or deli counters. 

 

The study is focused on one shop and the results of the study cannot be generalized, 

every store has its own specific conditions. To further investigate the usefulness of the 

Gross margin based method similar studies can be made of other retail stores.  

 

The store of the study uses a paste bakery process to produce their bread. Different 

retail stores use different kinds of baking processes and it would be interesting to 

evaluate the methods of calculations in other types of bakeries. 
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Appendix 

Interviews 

Interview Stig 

Date: 2011-04-12 

Type of interview: Open-ended 

Interview object: Stig, Storeowner/Manager 

Summary:  

The purpose of the meeting with the storeowner Stig was to identify his demands.  

The meeting started off with a quick explanation of his business, which ended up with 

an interesting talk about his new investments in the store. For instance, Stig proudly 

presented the new salad bar.  

 

After the presentation of the new salad bar-section, the discussion came across the 

bakery sector. Stig started to inform us about the bakery sectors products, processes 

and calculation methods. Talking about the bakery, Stig informed that an employee, 

Ulf, was about to finishing an extended inventory of the bakery. 

 

The meeting came later to its end and Stig gave us some data from the computer 

system. We decided to book a meeting in the following week and until then we were 

going to take a closer look of the possibility of doing a complete profitability analysis 

focused on one of the store´s product areas. 

Interview Stig, Ulf 

Date: 2011-04-18 

Type of interview: Open-ended 

Interview objects: Stig, Storeowner/manager, and Ulf, Employee 

Summary: 

The interview started of with a quick presentation of the extended inventory of the 

bakery made by Ulf. The inventory was not ready at this time, but Ulf presented the 

general purpose of the inventory. For instance he explained the “products not sold” 

issue. 

 

After the presentation, we presented our idea about what we would like to do. The 

presentation was about the idea of doing an Activity based costing analysis. We came 

up with the idea through discussions with our mentor, during the analysis of Stig´s 

demands, from the first interview. 

 

Stig and Ulf thought the idea about an Activity based costing model could be an 

interesting project. Because of that, the discussion proceeded and in the end we came 

up with the decision of trying to apply an Activity based costing model in the bakery 

sector. In conclusion, why the decision fell on the bakery sector, was because of the 

good supply of information from the data system and the inventory investigation 

made by Ulf. (Interview Stig)  

 

After the bakery decision, we asked Ulf and Stig to describe the processes of the 

bakery. They presented a general description of the bakery and gave us the 
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recommendation of talking with Cindy, the bakery chief. (Interview 3) However Stig 

and Ulf identified three different product processes in the bakery, Bake-off, Paste, and 

Defrost & Serve. These three groups will become the base of this study. In the end of 

the meeting, we noted a meeting with Cindy in our calendar. The 26
th

 of April. 

INTERVIEW Cindy 

Date: 2011-04-26 

Type of interview: Focused interview 

Interview object: Cindy, Bakery responsible 

Summary: 

The meeting started off with a presentation of the bakery, held by Cindy. Cindy gave 

us a detailed presentation of the bakery´s processes and its 90 products.     

INTERVIEW Sebastian 

Date: 2011-04-29 

Type of interview: Open-ended 

Interview object: Sebastian, Sales manager, Benchmark store 

Summary: 

The purpose of the meeting with the Benchmark Store´s sales manager Sebastian was 

to take part of their bakery processes and calculation methods. He also handed out 

interesting data. (Appendix, Documents, Benchmark) 

 

In addition to the presentation of the Benchmark store´s processes and business, 

Sebastian gave us a detailed presentation of The Retail Store Company and their 

different store profiles. He also gave us further more detailed information about the 

Exclusive store profile and their different bakery concepts.            

INTERVIEW Stig and Ulf 2 

Date: 2011-05-05, Morning 

Type of interview: Focused interview 

Interview object: Stig, Storeowner/Manager and Ulf, Employee  

Summary:  

We presented the constructed model and Stig & Ulf gave us feedback. We also 

measured some areas important for the calculation and Stig handed out important data 

to the calculation. 
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Interview Cindy 2 

Date: 2011-05-05, Afternoon 

Type of interview: Focused interview 

Interview object: Cindy, Bakery responsible  

Summary: 

Cindy described the Time schedule of the bakery. (Appendix, Documents, 

Documentation, Time schedule) 

 

Field visit 

Date: 2011-05-05 

Field: Exclusive Store Sweden 

Summary: 

The store area occupied by the bakery was measured and the number of baking sheets 

produced per day was counted. The observations were performed together with Ulf 

and Cindy. (Appendix, Documents, Direct observations)   
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Documents 

Documentation 

Report Ulf  

Lönsamhetsundersökning

För: Exclusive store SwedenUnder perioden: 29/3 - 29/4 2011

Inköpsvärde

kronor % Varulagrets oms hast År jämförelsetal

a
103118

Ingående lager
1,93 36,2 ggr

Förs.kr Marg.kr Marg.% b
168329

Periodens inköp
Genomsnittslager

c 287213 d2 132606 d1 46,17
e

154607
Sålda varors inköpsvärde

95314,5

f
116840

Kalkylerat utgående lager
Avdelningens yta (m2)

g
87511

Verkligt utgående lager
30

h
29329 10,21

Periodens svinn
Försäljning/m2

i Aktivitetsersättningar
9573,77 115 tkr / m2 år

j
183936

Periodens varukostnad
Antal arb timmar

k
103277 35,96

Periodens bruttovinst
392

l
63569 22,13

Personalkostnad
FPAT

m
39708 13,83

TB efter personalkostnader
732,68622

n
7565 2,63

Övriga särkostnader
Bvpat

o
32143 11,19

TB 2
263,5

Instruktion
Inventera ingående varulager mot butiksdatorn 

och för in i ruta a.
Sammanställ periodens varuinköp och för in i 
ruta b.
Hämta periodens försäljningsvärde, exkl 

moms, från butiksdatan och för in i ruta c.
Hämta periodens marginalprocent från 
butiksdatan och för in i ruta d1.
Räkna fram periodens marginalkronor (c x 

d1/100) och för in kronbeloppet i ruta d2.
Räkna ut "sålda" varors inköpsvärde (c - d2) 
och för in i ruta e.
Räkna ut "kalkylerat" lagervärde (a + b -e) och 

för in i ruta f.
Inventera utgående varulager mot butiksdatorn 
och för in i ruta g.
Räkna ut periodens svinn (f - g) och för in i ruta 

h.
För in de aktivitetsersättningar som inte
beaktats tidigare i ruta i.
Räkna ut periodens varukostnad (a + b - g - i) 

och för in i ruta j.
Räkna ut periodens bruttovinst (c - i) och för in 
i ruta k.

För in lönekostnaden från blanketten 
"Personalkostnad" i ruta l.
Räkna fram ett TB efter personalkostnad 
(k - l) och för in i ruta n.

För in övriga särkostnader som direkt kan 
hänföras till området i ruta n.
Räkna ut områdets TB2 (m-n) och för in i
ruta o.

1. 

2.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.

13.

14.

15.

16.

(The personnel cost from the report of Ulf has been adjusted to 88 200 SEK, after 

discussions with Stig) 



 

VI 
 

  
 

Hours 

Work Time   

Hours 392 

Minutes 23 520 

(Appendix, Documents, Documentation, Report Ulf) 

 

  Production P&D Preparation Sales Delivery Purchase Total 

Every day 80,00 48 112 16,00   0 256,00 

Monday 0,00 0 0 4,00 4 0 8,00 

Thursday 12,50 0 2,5 0,00 12,5 5 32,50 

Friday 7,50 10 20 2,50 2,5 0 42,50 

4th Thursday 1,00 0 0 0,00 0 0 1,00 

Total 101,00 58 134,5 22,50 19 5 340,00 

  30% 17% 40% 7% 6% 1%   

        Actual Work 

Time 30% 17% 40% 7% 6% 1% 100% 

Hours 116 67 155 26 22 6 392 

Minutes 6 987 4 012 9 304 1 556 1 314 346 23 520 

(Appendix, Interviews, Interview Cindy 2) 

  



 

VII 
 

Time Schedule  

  Every day Monday Thursday Friday 

Every 4th 

Thursday 

06:00-

07:00 Production         

07:00-

08:00 Production Sales       

08:00-

09:00 

Packaging & 

Distribution Delivery       

09:00-

10:00 

Packaging & 

Distribution|Production         

10:00-

11:00 Pause     

Packaging & 

Distribution Production 

11:00-

12:00 Preparation   Delivery Production||Delivery   

12:00-

13:00 Preparation   Delivery|Preparation Preparation   

13:00-

14:00 Preparation   Delivery Preparation   

14:00-

15:00 Preparation|Sales   Purchase Lunch|Preparation   

15:00-

16:00     Production Preparation   

16:00-

17:00     Production|Pause Production   

17:00-

18:00     Production 

Packaging & 

Distribution   

18:00-

19:00       Preparation|Sales   

      (Appendix Interviews, Interview Cindy 2) 

 

  



 

VIII 
 

Archival records data 

Costs 

Costs Total cost 

Rent 12 200 

Service 3 500 

Electricity 8 600 

Personnel cost 88 200 

Depreciation 6 670 

Total indirect cost 119 170 

Acquired by mail 2011-05-09 

 

Product Sales Direct Cost Margin Margin 

Paste products 152 000 79 300 72 700 48% 

Bake Off 127 000 70 600 56 400 44% 

Defrost and serve 5 700 2 900 2 800 49% 

Sum 284 700 152 800 131 900 46% 

(Present margin 2011-04-29) 
 
Exclusive Store 

Sweden  
Sales 

Direct 

Cost 
Margin Margin 

Margin 284 700 -152 800 131 900 46% 

Margin adjusted 284 700 -174 751 102 920 36% 

(Margin including Cost of goods not sold) 

 

 

Product Goods sold Discount 4% Goods not sold Bag cost Total direct cost 

Paste Products 79 300 -3 172 14 202 4 459 94 789 

Bake Off 70 600 -2 824 13 781 2 344 83 901 

Defrost 2 900 -116 80 227 3 091 

 Total 152 800 -6 112 28 063 7 029 181 780 

 

 

Product Sales 

Adjusted Direct 

Cost Margin Margin 

Paste products 152 000 94 789 57 211 38% 

Bake Off 127 000 83 901 43 100 34% 

Defrost and 

serve 5 700 3 091 2 609 46% 

Sum 284 700 181 780 102 920 36% 

(Margin including Cost of goods not sold, Cost of Bags and discount) 

 

 

  



 

IX 
 

Products 

  



 

X 
 

Direct observations 

Square meters 

Area (m2) Bakery 

Big freezer 17,16 

Secondary freezer 5,44 

Secondary refrigerator 3,68 

Bakery area 34,80 

Sales area 17,67 

Total 78,75 

(Different areas of the bakery) 

 

Area (m2) Bakery 

Stock 26,28 

Production 34,80 

Sales 17,67 

Total 78,75 

(The areas were measured during the field visit 2011-05-05) 

Baking sheets 
Baking sheets/day Paste Bake Off Total 

Normal day 85 60  145 

High day 100 77  177 

Total 185 137 322 

 

Baking sheets/period Paste Bake Off Total 

Normal day (22) 1 870 1 320  3 190 

High day (10) 1 000 770  1 770 

Total 2 870 2 090 4 960 

(The number of baking sheets, were counted during the field visit 2011-05-05)  

 

  



 

XI 
 

Benchmark 

Benchmark store  
Sales 

Direct 

Cost 
Margin Margin 

Margin 424 053 268 782 155 271 37% 

Margin adjusted 424 053 279 966 144 087 34% 

(Margin including Cost of goods not sold.) 

 

  Cost 

Personnel cost (320h)  72 000  

Costs of goods not sold  11 184  

(2011-04-29) 

 


