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إلى من أدعو االله أن يتغمدهم برحمته 

والدي ووالدتي رحمهما االله
إلى شهداء فلسطين والجزائر والأمتين العربية والإسلامية 

اسكنهم االله في فسيح جناته
إلى من هم قرة عيوني

 زوجتي وولدي رعاهم وحفظهم االله
 من هم سندي وذخري إلى

أخوتي  وأخواتي أعزهم االله
إلى حاضرة الدنيا وذات الــــــمجد التليـــــــــد

لجزائر أعزها االله وحماهاا

حسن
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تقويم وتطوير أنظمة التكاليف لأغراض الرقابة واتخاذ القرارات
يلية في عينة من الشركات الصناعية المساهمة دراسة تحل"
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Evaluation and Development of Cost Systems for the 
Purposes of Control and Making Decision

"An Analytical Study on an Industrial Public Joint-Stock 
Companies Sample"

Abstract: 
The cost accounting methods and procedures developed as a result of the 

development of their goals, and the lack for their data in all various projects. The 
role of cost accounting is no longer limited to the interest in the industrial field, in 
which it played a prominent role in planning, control and major decision making. 
Rather it extended to other fields, and the cost accounting has become serving the 
goals of the financial institutions of various types, and it is developing over time 
to take up with the economical life

During the past two decades , the managerial accounting in general, and 
the cost accounting in particular, were exposed to many criticisms concerning the 
relevance of the methods and procedures of the cost systems currently applied in 
the shade of the new comings, which occurred on the environment of the 
industrial projects. This made many researchers seek toward improving the means 
for allocating the cost so that the products and services costs could be defined in a 
sound and accurate manner, and for providing suitable information for the 
purposes of control and Making right administrative decisions.

Before the enormous development in the machinery and modern 
technological developments, as well as complicity of the production methods, the 
traditional systems were accepted and served the purpose. In this regard, the direct 
labor costs and direct materials costs formed the major part of the costs. The 
additional burdens costs were only forming a very marginal part of the total 
production costs. But, after the spread of the machinery in the factories, and the 
modern technological advances, a vast change took place on the structure of the 
cost elements. The direct labor costs became forming a part less than the 
production cost, and the additional burdens costs increased so they are forming an 
important part of the total production costs. As a result, charging these costs on 
the precuts accordingly to the traditional systems leads to charging incorrect costs 
on the products due to these systems ignoring the activities that cause the 
existence of these costs. Further, the traditional systems much focus on producing 
information concerning the financial statements in accordance with the applicable 
accounting criteria, and do not emphasize on providing the management with the 
necessary information to take operational and strategic decisions, which will lead 
in many times for taking wrong and different decisions.

The traditional cost accounting systems also ignore many of the important 
considerations in the activities and production processes upon calculating the 
products costs. They systems depend on hypothesizing that the products consume 
the resources, and subsequently, ignore the details of activities such as those done 
to enable producing the products. The costs are calculated by hypothesizing a 
relatively simplified relation between the production and costs behavior. The 
traditional systems further ignore the costs and activities that fall outside the 
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factories, thus, the expenses of sales, distribution and administrative costs are 
viewed as expenses of the period charged to the account of the net income.

Accordingly, the importance of this study becomes clear in that it is one of 
the most important and recent costs systems, which use by the industrial 
companies may contribute in promoting their productive efficiencies, and 
increasing its competition ability through providing more accurate information 
quite suitable for control and taking sound administrative decisions. This is 
because the costs system built upon the activities is a most important development 
occurring in costs accounting.

As a result, the most important objectives of this study are:
1- Analyzing the factual cost systems applicable in the Jordanian public 

joint-stock industrial companies, and identifying their strengths and 
weaknesses in order to provide proposals for them;

2- Accrediting the Case Study, as the Palestinian Company for 
Pharmaceutical industries was chosen to identify the cost system there, 
and develop this system through applying the ABC system instead of 
the traditional cost system duly applied by the company for:

A- Defining whether charging the additional burdens in the traditional 
ways will lead into wrong decisions.

B- Defining whether the application of the cost system based on the 
activities will lead to raise the productive efficiency and the 
competitive ability.

C- Identifying whether the application of ABC system will lead into 
providing the company with more relevant data for the purposes of 
control and taking sound administrative decisions.

For the purpose of achieving the goals and testing the study hypotheses, the 
researcher relied on a questionnaire that would be of the important resources for 
getting the required data, in order to know the problems of the applicable cost 
systems as well as the application and hypotheses testing problems. The 
questionnaire was prepared in the light of the literatures of cost accounting and 
managerial accounting. The questionnaire questions were set in their final shape 
based on distributing them over six sections. The questionnaire was distributed 
over the study population consisting of (89)  Jordan public joint-stock industrial 
companies. The study sample consisted of (65) companies, and the study 
questionnaire consisted six major sections, namely:

Section One: to be responded by all the companies in the study sample, i.e. those 
applying the cost accounting and those who do not. The questions in this section 
concern the responding person and were centered about his/her academic 
qualification, length of experience, meanwhile the other questions in this part are 
general questions about the company.

Section Two: to be responded only by the companies applying the cost accounting 
in order to test the first hypothesis, and there were 26 questions in this section.

Section Three: includes 49 questions "list for examining the grades", for testing 
the second hypothesis. These questions were asked to the managers and in charge 
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people of the cost accounting or accounting sections in the companies applying 
the cost systems. The concerned parties were asked to respond on the questions of 
this section as they are really applied in the firms of the study sample, not what 
represents their personal views, in order to define the weakness and strength 
points in applying these cost systems and recommendations to remedy them. 
These questions are responded by the companies applying the cost accounting.

Section Four: contains (23) questions to test the third hypothesis, and were asked 
to the companies managements, i.e. the administrative leaderships that are able to 
take decisions or recommend to take decisions that influence the applicable cost 
system. The respondents to these questions are (32) companies of the companies 
applying the cost accounting totaling (36) companies.

Section Five: this section includes (22) questions to test the fourth hypothesis, and 
the questions are only responded by the industrial companies that utilize the 
flexible budgets for the purposes of control, and the companies which are willful 
to use these budgets in the short run. The respondent companies to the questions 
of this section were (17).

Section Six: this section contains (20) questions to test the fifth hypothesis. These 
questions were asked to the companies that are willing to shift from t he cost 
system based on the activities. The respondent companies to the questions of this 
section were (9) only, which showed their will to change to (ABC) system instead 
of using traditional systems in allocating the costs of the additional burdens.

And for the purposes of testing the first five hypotheses, the statistical 
program (SPSS) was employed to make the statistical analyses and reach the 
planned goals in the study framework, through testing these hypotheses. Further 
some statistical methods concerning the centrifugal trend and disperse measures 
were used, in addition to the means, standard deviation, rehearsal, percentages 
and Wilcoxon test.

As for the sixth, seventh and eighth hypotheses, they were tested through  
analyzing the traditional cost accounting employed currently in the Palestinian 
Company for the Pharmaceutical Industries, and comparing the results with the 
results of applying the cost system based on the activities. That is conducting an 
analytic comparison of the differences of the product costs of the preparations in 
the event of applying the (ABC) system as compared with the currently applied 
system by the company.

The study had shown the following: 

1- The number of  the Jordan joint-stock industrial companies not using 
the cost accounting system is (26) companies, i.e. (29%) of the study 
population.

2- The managements of the Jordan joint-stock industrial companies that 
employ the cost system enjoy high degree of cost awareness.

3- The study showed that the study population and sample companies all 
do not apply the cost system built on the activities, and that there are 
obstacles impeding the application of the costs system based on the 
activities. One of these obstacles is lack of knowledge of large 
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numbers of these managements about the costs system based on the 
activities, or non willingness to bear the costs of changing to this 
system.

4- The study sample companies did not take into account some modern 
trends in defining suitable prices for their products, especially the 
trend for analyzing the production activities, in order to identify the 
activities that do not add value for the purpose of getting rid of them, 
and at the same time identifying the activities that add value to the 
production, for the purpose of keeping them, as well as the trend to 
analyze the profitability of the product through levels of the detailed 
cost levels, as the matter in the activities cost accounting.

5- The results of the study indicated a difference in the production costs 
of the produced preparations when applying the cost system based on 
the activities as compared by the currently followed system. Actually, 
the production cost decreased for some preparations and increased for 
the others, leading into following incorrect pricing policies that reflect 
on the profitability of each product.

6- The number of the Jordan industrial joint-stock companies that apply 
the flexible budgets were (17) companies i.e. (19%)  of the total study 
population companies.

The researcher suggests the following:

1- As for the industrial companies that apply cost accounting systems, 
their managements should place attention to the development of these 
systems so as to take the modern trends that help reaching an accurate 
cost criterion of the production units. This is important to enable 
determine the most suitable prices of their products. As for those 
industrial companies not applying the cost accounting systems, their 
managements should reconsider the feasibility study and possibility of 
applying the cost systems.

2- Shifting to the application of (ABC) system in allocating the additional 
burdens to overcome the shortcoming aspects in the traditional cost 
systems.

3- The Palestinian Company for the Pharmaceutical industries should 
reconsider pricing their products, after they approached a cost more 
accurate for the products through applying the cost system built on 
activities.

Key words:
Activity- Bsed Costing, Unit-Level Activites, Batch- Related Activites ,  

product-Sustaining Activities, Facility Sastaining Activities, Activity Centers, 
Cost Drivers, Activities Base Cost, Flexible Budgets, Traditional cost theories, 
Traditional Allocation Methods.
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