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THE POSSIBILITY OF APPLYING ACTIVITY-BASED
BUDGETING (ABB) IN THE JORDANIAN HOSPITALS
SECTOR

Abstract

The study aimed at exploring the possibility of applying Activity —
Based Budgets (ABB) in the Jordanian hospitals sector through Identifying
the degree of the availability of factors necessary for such a system in that
sector. This objective was realized by studying the nature of the service
production system as to complexity and development, capacity in explaining
the profitability of the services produced, Eliminating unutilized costs, and
knowing the extent of service and activity diversification in the Jordanian
hospitals.

Moreover, the study aimed at knowing the possibility of applying
Activity — Based Budgets depending on the data and information provided by
Activity — Based Costing (ABC) in the Jordanian hospitals.

The importance of this study arise from the fact that it is one of few
studies, if not the only one according to the researcher's knowledge, that has
dealt with ABC,ABB in hospitals, in addition to forming a sound base for
planning, cost control especially the ever-increasing indirect ones due to the
developments and complexity of performing medical services. All of this, it

is hoped, will help this sector develop, compete, and survive.

Public as well as private hospitals were chosen to conduct the study, a

questionnaire was used as a tool for gathering data in addition to
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observations, interviews and actual inspection. Statistical procedures were

used in analyzing gathered data.

Certain conclusions were reached, most important of which are the

following:

1.  The necessary condition for applying ABC system proved to be
existent at the Jordanian hospitals. This was proven through
statistical analysis of the gathered data.

2. The success of any organization depends on creating profits. This
will come through cost — reduction, expense control, and production
cost control; and all of this cannot be reached without budgeting.

3. Activity — Based management is built upon a prerequisite called
Activity — Based Costing which is considered the main source of
information that helps management discharge its planning and
control functions.

4. A model was constructed explaining the techniques and procedures
for applying Activity — Based Budgets in Jordanian hospitals. Such a
model could be applied if the necessary conditions for its success
prevail.

5. The aforementioned model was tried at Kerak Public Hospital.
Conclusions reached proved to be more accurate than using

traditional accounting systems for the purpose of preparing budgets.
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1990. P 39-42
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3 Horngren, op.cit, 1997, p. 190.

* Drury, op. cit, 1992,. p. 2853.

www.manaraa.com



30

Os—alaly Y1 (5 30 Jaad Laa dd g e e Wil culS Al S Clgas 50 p2a3 e e by )
ilie EDG caia 3 IS 2 o Horngren (o siyst maass ood CallSill Cilga a5 1)) 48
P2 s ) 138 Gl ) el e
AS Al G cplalal) Las 3 Jlee ) dalal Juadl ag8 @
Agiial) il ol agd @
Sl (jmiail Aalid) ) Joadl aghs e
igyll e S 3 el gall) A S mas o Jandl Ganse) o 5aY) Sl il
gaa o Ll J< 4 i) o)y e ) cpnad) ol cailh g o(daliil) Ly g2 A
Aaad 8 laaey oy paall Tay o aain cJeadl ) a) aesaa o JS ALSl) o L A8
el a1 sk Lol e 3 dunigh sale] o cad i IS Led el el ygdat oSy S @) sal
da ) U s et cann oSN e Lol (o€ o GlES) f cale JS8 CallSal) (s
il
Oa—n Jeanll by g daulad) @by Aail) e ) Callal ol & e 5 L 1Y
O ol ad) 138 Cila i o el ekt CallSall A 1 o ) J e Leddasiad Sy il slas
it Lgd oS ) o sl 3ty clatiiall (ol St Camy ppeatl) Akl ok Ll

A0 sall Jagdadi g oz LY daghad (puat g ceDleadl ililla b 1o 5 b3 sal) Gauad o) Cadlil)

! Denkin and Maher, op.cit 1994, p. 274.
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Reliability

**kx*kx* Method 1 (space saver)

RELIABILTITY

Statistics for Mean
SCALE 105.1000

Reliability Coefficients
N of Cases = 35.0

Alpha = .8700

x*xkx*% Method 1 (space saver)

(7) ad, Galal
il Al aaal) LR

ANALYSTIS - S CALE
N of
Variance Std Dev Variables
294.9207 17.1733 35
N of Items = 30

will be used for this analysis ******

(AL PHA)

will be used for this analysis ******

www.manharaa.com



