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Abstract

This study aims to explore the feasibility of utilizing Activity Based
Costing (ABC) by Kuwaiti commercial banks, while making available the
resources necessary for applying it, in a manner contributing to realizing
greater benefits for banks in general, and Kuwaiti commercial banks in
particular. The researcher utilized a descriptive methodology in
conducting this study, where he relied on the questionnaire as a
research tool. Actually, (120) questionnaires were distributed, (78) of
which were returned, all of which were suitable and valid for statistical
analysis at a ratio amounting to (65%). After analyzing the data the
researcher attained several findings, foremost of which: the presence of
a single service line for all kinds of loans at Kuwaiti commercial banks.
Hence, it would be possible to track all the direct cost elements for each
service line. It was also evident that it would be possible to identify the
types of basic and services-related activities of banks, and, moreover,
that defining and measuring the outputs of the service production line

helped in identifying the desirable results.
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Also, the number of working hours could be used as a cause

contributing to cost.

In light of the foregoing, the researcher reached several conclusions,
among which: Implementing Activity Based Costing leads to the
allocation of indirect costs. Moreover, the utilization of Activity Based
Costing makes possible a clear and precise identification of the costs of
services, and helps management to make more suitable and sound
decisions. Thus, the use of (ABC) fosters providing more efficient

services, based on identifying the needs and wishes of the customers.

The foremost recommendations offered by the researcher are
represented in the necessity of providing information systems that are
suitable for the nature of banks, while achieving integration and harmony
between the systems of the head offices of banks and the branches, and
also increasing the interest of training and academic institutions in
holding workshops and courses introducing the Activity Based Costing
system, while elucidating the benefits of applying this system in general,
and endeavoring to train employees in accounting departments of
Kuwaiti commercial banks to use Activity Based Costing, while providing
the infrastructure necessary for applying the Activity Based Costing

System in Kuwaiti commercial banks in particular.

Keywords: Activity Based Costing System, Feasibility, Commercial

banks, Allocation of costs, Activity centers, Value added, Value chain.
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