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Abstract

A key factor for a successful building construction projects is the
preparation of an accurate estimation , which is influenced by many factors
during tendering stage .

The main object of this study is to demonstrate the use of Activity Based

Costing ( ABC ) approach as an alternative cost accounting system to the
Traditional Cost Accounting System to determine the real and accurate cost
of the projects .The contribution of this study is a new management
accounting model to use Activity Based Costing system in the construction
projects in the Gaza Strip .

This study criticizes the traditional overhead costing in construction
projects which uses principles related to the size of production such as the
direct work costs and proposed a new costing method as an application of
Activity Based Costing . It is followed by a case study to exemplify the
new method .

Activity Based Costing ( ABC ) prevents cost distortions which traditional
cost accounting can not provide , This study presents an application of
ABC and an example of applying ABC to construction projects .

The conclusions of the study show that the application of ABC leads to
better knowledge in tender pricing , more ability to estimate the cost and
updating costs data . It aso saves the suitable information which are
necessary to enter the bidders and to compete to win them. This system
helps in supervising and controlling the activities which the company do ,
and to make rational and correct decisions .

The results of this study recommended that there is a need to change the
traditional awarding system for contracts from the first lowest bidder to the
most accurate one . The contracting companies are requested to convert
gradually their method of pricing to ABC to find a managerial information
system to exemplify the application of this system .
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