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Abstract

The ABC System in the Industrial Companies in Jordan, and its
Relationship to Financial Performance. — Implementing and
Proposed Measurement Model —.

This study aims at contributing to a better understanding of Activity-Based
Costing (ABC) implementation systems and determining the extent of ABC
implementation by the Jordanian industrial sector and identifying the factors that
facilitate and motivate the decision to implement it. Moreover, it aims at
determining the problems associated with ABC implementation and assess the
degree of success of ABC implementation based on suggested model. It also aims
at showing the relation between implementing ABC the financial performance

improvement.

To realize the afore-mentioned objectives, a model was developed to
measure the extent of implementing ABC in Jordanian industrial companies. The
methodology used in this study is the comprehensive survey of all industrial
companies in Jordan to data of ABC implementation was collected through

personal interviews.

Two statistical approaches were adopted: the descriptive statistical approach
to show and describe the features of the study community; and the analytical
statistical approach to perform the appropriate analysis of the nature of the study
based on the type of the data to be analyzed and the objectives and hypotheses of

the study.

The findings indicate that ABC implementation is implemented started to be
implemented by (16) industrial companies, all of which are public companies.
Only five of these companies decided to implement the system. Others were
within implementation stages (starting from planning and ending up with

establishing the system).



Another conclusion is that there is a positive relation between
implementing ABC and the improvement in the financial performance in two out
of five companies, i.e (40%) of study sample. The average financial indicators in
these two companies increased after implementation; but financial performance
didn’t show improvement in the three other companies, i.e (60%) of study sample.
Average financial performance indicators dropped to what has been expected.
This shows that there is no relation between implementing this system and

improving financial performance.

The study recommends that there is a necessity for making drastic changes
by companies technologically and organizationally to implement modern cost
accounting systems due to their importance in the current stage, and to use the
ABC system because it provides management with information necessary for

rational decision-making.

Moreover, managements are advised to eliminate all obstacles that hinder

ABC implementation.
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