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Abstract
The study aimed to show the extent of existence of the application ingredients of
Activity-based costing system in Jordanian tourism companies. The study found that the main
ingredients is existed in these companies, the management perspective generally support its
application, but it rather believe that the application costs exceed its benefits and the
management fears from not applying it efficiently. The human cadres and the available
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technology support its application except that the available software packages do not cover
all the activities, and there is no continuous technical support to the users of the equipment
and software. It was also concluded that the nature of the business of Jordanian tourism
companies support the application of this system.
Keywords: Tourism companies, Costing system, Technology, Management
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1. Introduction
Rapid developments in communications and information technology, as well as shifts in the
international economic relations represented by clusters and agreements have transformed the
world into one market, accessible to all; this has led to increased competition between
organizations of the world as a whole. It draws the attention of management to cost elements in
terms of valuing it strictly and managing in away that allows it to be reduced in order to
increase competitiveness, so the traditional systems for cost measurement are incapable of
providing appropriate information which are adapted to these requirements, as there were
doubts about the accuracy of such information which may be misleading for the decision
makers as this new environment has significant impact on the structure and the behavior of the
costs. The attention to developing costs systems has increased in order to meet the needs of
management under the new environment, so cost system based on activities is one of the many
modern entries that have emerged which exceeded many criticisms of traditional systems of
measuring costs.
The implementation of activity-based costing system needs many ingredients and
requirements: first convinced management of this system, which requires implementation
costs more than that for traditional systems, however, its importance in the exact
determination of costs justify these additional costs, particularly if the businesses of the
organization are characterized by complexity and diversity in its consumption of resources
and there is no direct relationship between cost elements and cost goals. This system
requires qualified human cadres capable of implementation starting from establishment phase
up to execution phase. Applying this system needs advanced technology regarding hardware,
software, or communications network.
When activity-based costing system has been designed and developed the focus was
primarily on the industrial sector. But it soon was applied in other sectors such as the service
sector, which excels from other sectors of non-tangibility of its products. And tourism
companies as a part of the service sector interested in determining costs for different purposes
may resort to the application of this system, especially if they face competition affect their
career.
2. Previous Studies
Durgham, 2007, The study aimed to identify the availability of the requisites of the
application of activity-based costing in the Palestinian government hospitals. The study found
that elements for applying this system are existed in these hospitals. The study recommended
to set up separate sections for cost accounting and support it with scientifically and
practically qualified human cadres. And to adopt the application of activity-based costing to
access accurate cost information.
Katja, 2002, This study examined ways to control costs, and concluded that the most
effective ways in this area that are interested in designing pre-production costs. The
researcher finds that the study stressed that according to the traditional systems of costs
measurement, cost data are rarely available for product designers to be used effectively. The
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objective of the study represented in describing the possibility to use ABC to provide cost
information useful for production designers in a way to provide an effective tool to assess
different options for the design. The study concluded that the entrance of ABC provides a
good starting point to pay more attention to product design process.
David and Li, 2003, This study examined the role that could be played by ABC under fierce
global competition. The researcher finds that the study indicated that serious competition is
forcing those involved in the industry to pay attention to quality, cost and time required for
marketing the product through shorter marketing cycle, and the reflection of that on the
different stages of the product life cycle. The study confirmed that ABC has become the
sufficiently appropriate for accurate costing estimates of the manufactured parts of the
product, so that this approach was applied with acceptable success rates. The study concluded
to lay the foundations of a methodology to use ABC approach in a way that helps to evaluate
the cost of the activities of design and development of manufactured parts.
Victoria and John, 2003, This study examined the entrance to ABC as a basis for improving
the performance evaluation, the study indicated that this could be achieved through the
provision of estimates of the costs that meet satisfactory sales conditions represented by the
number of payments through which the order is produced and the number of training hours
for official dealing with customers, furthermore providing estimates of useful resources in
marketing activities. The study pointed that the traditional cost measurement systems assume
that the marketing costs varies only at the unit level, also that systems do not give estimates
to costs of many of those activities.
Abdullah, 2008, The study aimed to demonstrate the reality of applying activity-based
costing system in industrial companies in Yemen and the factors affecting it. The study found
that 24% of the Yemeni industrial companies, mostly large companies applied the system; the
study found that the support of senior management and ownership of non accounting
information is directly linked to the application of this system. The study recommended that
companies that apply traditional systems need to use costing systems that helps to calculate
its costs accurately and researcher proposes using activity-based cost system to achieve this.
Helles, 2007, The study aimed to demonstrate the possibility of using the accounting
approach to calculating costs. This approach is based on Activity Based Costing (ABC)
which is used in assessing and controlling the cost of educational services; in addition, it
provides the necessary data which is used in accurate identification of administrative decision
as well as the cost of services provided by universities. The study concluded that the new
system can help in overcoming the problems related to the use of the traditional system in;
the ABC helps in assessing the indirect cost and determining the average cost of each activity
in accordance with the suitable cost stimulators. The ABC can overcome the problems
emerging from charging on capitals. Pricing based on ABC is useful in the administration of
universities in the sense of raising awareness of cost. This will be reflected on employing the
available resources to achieve the desired goals.
Mahmood, 2007, The study aimed to identify the reality of cost accounting systems in
Palestinian companies and the nature of its use. And concluded that most pharmaceutical
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companies do not apply activity-based costing system, there is no awareness of officials in
these companies to correct regulatory conditions for facilitating the application of this system.
The companies face difficulties that hinder the application of the system. The study
recommended the development of the perspective of the public administration towards nature
and importance of the ABC System. Cost accounting department should be strengthened with
the needed human competencies. And the corporate accounting should keep up with for
technical developments in costing systems and the use of ABC to the extent necessary to
keep pace with this evolution due to the consult in all advanced industrial installations.
3. The Problem of the Study
The problem of the study starts from inquiring the extent of Jordanian tourism companies
implementation of activity-based costing system, and the availability of the ingredients of its
implementation; Is management of these companies are aware and understand the importance
of this system, , and do they have the human resources capable of applying this system, and
whether appropriate technologies are available to be applied effectively, and whether the
nature of the businesses and functions of these companies make its application a necessity.
4. The Objective of the Study
The study aims to describe the availability extent of ingredients for the application of
activity-based costing system in Jordanian tourism companies represented in the management
convictions of this system, and the availability of human resources required by the system,
and the availability of sufficient technology quantitatively and qualitatively and the need
extent of the nature of businesses and functions for this system.
5. The Importance of the Study
The importance of this study emerges from the role of activity-based costing system in the
management and reduction of costs leading to greater profitability and competitiveness and
thus greater capacity to continue. Also this importance is increased due to the population of
the study - tourism companies- which belong to the service sector that is characterized by the
scarcity of studies that attempt to link it with this system. In addition to the importance of the
touristic sector from the economic side of this country, and what regional and global
challenges it faces.
6. The Population and the Sample of the Study
Jordanian tourism companies represent the population of the study, 23 companies have been
selected randomly to represent the study sample.
7. The Study Instrument
A questionnaire was used as an instrument to collect primary data; it was designed to
measure the situation of tourism companies. 120 copies of the questionnaire were distributed
on the various companies, 112 have been restored that are valid for analysis by 93%. The
style of the questionnaire was based on closed questions, where answers available (strongly
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agree, agree, neutral, disagree, strongly disagree). The answers were weighted following the
previous grades (5.4, 3, 2.1), respectively.
8. The Methodology of the Study
The study relied on descriptive analytical method, where the primary data collected from the
study population were analyzed statistically to get the results related to the dimensions of the
study.
9. The Statistical Methods Used
Several statistical measures were calculated and they are: arithmetic average, t-test,
Cronbach’s alpha test and standard deviation. To test hypotheses and items the standard for
acceptance is that the arithmetic average must be greater than 3 and to be significant the
t-value should be greater than its tabulated value or that the observed significance level
should be less than 0.05.
10. The Instrument Reliability
The instrument reliability was tested using Cronbach’s alpha coefficient test, it is shown from
table (1) that:
-

for the items of management dimension the value of alpha equals 0.84

-

For the items of human cadres dimension the value of alpha equals 0.82.

-

for the items of technology dimension the value of alpha equals 0.76

-

for the items of the nature of the business dimension the value of alpha equals 0.74

-

for all the items combined the total value of alpha equals 0.90

All these values are higher than 0.60 which means that the instrument is reliable.
Table 1. The results of Cronbach's alpha test
Dimension
Management
Human cadres
Technology
Nature of the business
total

The value of alpha
0.85
0.82
0.76
0.74
0.90

Description of personal and functional factors of the respondents
Table (2) shows a description of the personal and functional factors of the respondents which
was as follows:
Gender: the table indicates that 70.54% of respondents were males. And 29.98% were females.
Age: the largest proportion was 40.18% and belongs to the period from 35 years old to less than
45 years old, followed by the period ranged from 26 years old and less than 35 years old which
155
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has 25.00%, at same percentage came the period that ranged greater than or equals to 45 years
old and more. Finally came the period that ranged less than or equals 25 years old.
Educational level: 58.93% of respondents had an undergraduate degree, and then 22.32%
representing who have diploma, followed by 9.82% of master's degree holders, while the
holders of secondary school certificate were 5.36%, but the lowest percentage of 3.57% was for
PhDs.
Expertise: 29.98% of responders their experience ranged between 4 years and less than 7years ,
and 22.32% their experience ranged between 7 years to less than 10 years, while 20.54% of
the respondent their experience equals 10 years and more, 19.64% had experience between two
years up to less than 4years, finally 8.04% their experience was less than two years
Job level: 44.64% of the respondents were of the staff, 34.82% of heads of departments,
15.18% of the Deputy Directors, and 5.36% of managers.
Table 2. Frequencies and percentage of the personal factors of the respondent
Factor
Gender

Period
Frequency Percentage %
Male
79 70.54
Female
33 29.46
Age
Less than or equal to 25 years old
11 9.82
From 26 years old to less 35 years old
28 25.00
From 35 years old to less 45 years old
45 40.18
45 years old or greater
28 25.00
Educational level Secondary school certificate
6 5.36
Diploma
25 22.32
Bachelor degree
66 58.93
Master degree
11 9.82
PhDs holders
4 3.57
Expertise
< 2 years
9 8.04
From 2 years to less than 4 years
22 19.64
From 4 years to less than 7 years
33 29.46
From 7 years to less than 10 years
25 22.32
10 years or greater
23 20.54
Job level
Managers
6 5.36
Deputy Directors
17 15.18
heads of departments
39 34.82
Staff
50 44.64
11. Exploratory Study
In the beginning the extent of application of activity-based costing system by Jordanian
tourism companies, through personal interview with those involved in 23 companies that are
the most important companies which could use this system. It found that 19 companies
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applied conventional systems, and 4 companies use relatively sophisticated costing systems
but did not reach the level of activity-based costing system.
11.1 Test and Analysis of the First Hypothesis
The management's perspective supports the application of activity-based costing in Jordanian
tourism companies.
It has been shown from table (3) that all items have arithmetic averages greater than 3 and
observed significance levels less than 0.05 for each one which means that it exists in a
statistically significant degree, except for item (3) and item (4). Item (5) which measures the
extent of management conviction of the importance of the system in improving the
performance, comes first with 4.25 arithmetic average followed by item (9) which measures
whether the management believe that the application of the system helps in reducing the costs
of the activities, in the second rank with an arithmetic average of 4.11. In the last rank within
the statistically accepted items and with an arithmetic average of 3.94 comes item (7) which
measures whether the management believes that activities system helps in better interpretation
of profitability.
Item (3) which has got an arithmetic average less than 3, i.e., the management does not think
that the costs of application of activities system exceed its benefits. Item (4) also got an
arithmetic average less than 3, i.e., the management fears that the systems could be applied
efficiently.
All items which measured the dimension of the management have an arithmetic average of
3.67 and the observed level of significance is 0.00, i.e., it is statistically significant and so the
first hypothesis is accepted, which means that the management's perspective supports the
application of activity-based costing in Jordanian tourism companies.

157

www.macrothink.org/jmr

Journal of Management Research
ISSN 1941-899X
2012, Vol. 4, No. 2

Table (3). Arithmetic average, standard deviation, t-value and the observed level of
significance of management dimension
Item

Item

Arithmetic

No.
1

s.d.

t-value

average
The Management is convinced of the importance of

Observed
α

4.06

0.66

17.00

0.00

of

4.06

0.43

26.13

0.00

Management thinks that the costs of applying

2.32

0.94

-7.63

0.00

2.25

0.78

-10.22

0.00

4.25

0.56

23.56

0.00

4.00

0.62

17.21

0.00

3.94

0.56

17.78

0.00

4.06

0.75

14.98

0.00

4.06

0.56

20.15

0.00

3.67

0.30

23.59

0.00

activities system in determining the costs
2

Management

recognizes

the

inadequacy

traditional cost systems
3

system activities outweigh its benefits
4

Management do not fear that the system cannot be
applied efficiently

5

The Management is convinced of the importance of
activities to improve system performance

6

The Management t believes that the business of the
organization

can be divided into homogeneous

activities
7

Management considers that activities system help to
interpret profitability in a better way

8

Management considers that implementation activities
system increases the competitiveness ability of the
enterprise

9

Management considers that implementation activities
system helps to reduce the costs of activities
Total

11.2 Test and Analysis of the Second Hypothesis
The human cadres in Jordanian tourism companies support the application of activity-based
costing system.
It has been shown from table (4) that all items have arithmetic averages greater than 3 and
observed significance levels less than 0.05 for each one which means that it exists in a
statistically significant degree, except for item (12). Item (11) which measures the ability of
staff in various departments to interact with the system, comes first with 4.06 arithmetic
average followed by item (15) which measures Workers ' interest in the success of what's new,
in the second rank with an arithmetic average of 3.94. In the last rank within the statistically
accepted items and with arithmetic average of 3.63 comes item (16) which measures the
existence of enough moral and material motivation for the success of the system.
Although item (12) has got arithmetic average greater than 3.00, the observed significance
level was greater than 0.05, i.e., the Management does not hold training courses for staff
members continuously and timely appropriate for keeping pace with what's new.
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All items which measured the dimension of human cadres have an arithmetic average of 3.67
and the observed level of significance is 0.00, i.e., it is statistically significant and so the second
hypothesis is accepted, which means that the human cadres in Jordanian tourism companies
support the application of activity-based costing system.
Table 4. Arithmetic average, standard deviation, t-value and the observed level of significance
of human cadres' dimension
Item

Item

Arithmetic

No.
10

s.d.

t-value

average
The staff concerned with costing systems is able to

Observed
α

3.88

0.49

19.04

0.00

4.06

0.66

17.00

0.00

3.07

1.06

0.71

0.48

for

3.88

0.78

11.81

0.00

Accountants have the advantage of adequate mental

3.88

0.70

13.25

0.00

apply the system.
11

Staff in various departments are able to interact with
the system

12

Training sessions are continually held for staff at the
appropriate time keep abreast of what's new

13

There

is

sufficient

scientific

potential

accountants
14

skills for applying the system
15

The staff is interested in the success of what's new

3.94

0.83

11.95

0.00

16

There is enough moral and material motivation for

3.63

1.00

6.64

0.00

3.76

0.48

16.92

0.00

the success of the system
Total

11.3 Test and Analysis of the Third Hypothesis
The available technology in Jordanian tourism companies supports the application of
activity-based costing system.
It has been shown from table (5) that all items have arithmetic averages greater than 3 and
observed significance levels less than 0.05 for each one which means that it exists in a
statistically significant degree, except for item (19) and item (24). Item (22) which measures
the ability of hardware to produce and to store information, comes first with 4.08 arithmetic
average followed by item (21) which measures the flexibility and the ability of hardware to
cope with emergencies, in the second rank with an arithmetic average of 4.04. In the last rank
within the statistically accepted items and with arithmetic average of 3.56 comes item (18)
which measures the extent of modernization and development of used continuously software.
Item (19) which has got an arithmetic average less than 3, i.e., Software available does not
cover all company activities. Item (24) also got an arithmetic average less than 3, i.e.,
ongoing technical support is not available for users of hardware and software.
All items which measured the dimension of human cadres have an arithmetic average of 3.81
and the observed level of significance is 0.00, i.e., it is statistically significant and so the third
hypothesis is accepted, which means that the available technology in Jordanian tourism
companies supports the application of activity-based costing system.
159

www.macrothink.org/jmr

Journal of Management Research
ISSN 1941-899X
2012, Vol. 4, No. 2

Table 5. Arithmetic average, standard deviation, t-value and the observed level of significance
of the available technology dimension
Item

Item

Arithmetic

No.
17

s.d.

t-value

Observed

average
There are sophisticated computer hardware and

α
3.81

0.53

16.26

0.00

software
18

The software used are updated and constantly

3.56

0.71

8.41

0.00

19

Available software covers all company activities

2.90

1.25

-0.83

0.41

20

Computers is maintained periodically

3.88

0.60

15.38

0.00

21

Computers are Flexible and able to cope with

4.06

0.43

26.13

0.00

4.06

0.24

46.25

0.00

3.94

0.56

17.78

0.00

2.81

1.13

-1.76

0.08

3.87

0.89

10.35

0.00

3.81

0.53

16.26

0.00

emergencies
22

Computers has the capacity to produce and store
information

23

Computers has the ability to retrieve information
quickly and accurately

24

Technical support is available for users of hardware
and software

25

Software is capable of delivering information to the
sections and departments quickly and accurately
Total

11.4 Test and Analysis of the Fourth Hypothesis
The Nature of the business in Jordanian tourism companies supports the application of
activity-based costing system.
It has been shown from table (5) that all items have arithmetic averages greater than 3 and
observed significance levels less than 0.05 for each one which means that it exists in a
statistically significant degree. Item (28) which measures whether indirect costs represent a
large part of the cost structure, comes first with 4.13 arithmetic average followed by item (30)
which measures the difficulty in linking services activities under traditional costing systems. In
the last rank within the statistically accepted items and with arithmetic average of 3.81 comes
item (29) which measures The existence of joint activities for tourism services.
All items which measured the dimension of nature of the business have an arithmetic average
of 3.95 and the observed level of significance is 0.00, i.e., it is statistically significant and so the
fourth hypothesis is accepted, which means that the nature of the business in Jordanian tourism
companies supports the application of activity-based costing system.
Table (6). Arithmetic average, standard deviation, t-value and the observed level of
significance of the nature of the business dimension
Item

Item

Arithmetic

No.
26

s.d.

t-value

average
Touristic

services

are

characterized
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quantitative diversity
27

tourism services are qualitatively different

3.94

0.83

11.95

0.00

28

Indirect costs represent a large part of the cost

4.13

0.49

24.48

0.41

structure
29

There are joint activities of tourism services

3.81

0.89

9.71

0.00

30

There is difficulty in linking services activities

4.00

0.62

17.21

0.00

3.95

0.57

17.49

0.00

under traditional systems cost
Total

12 Results
The study found the following results:
1. The management's perspective supports the application of activity-based costing in
Jordanian tourism companies. As the management is convinced of the importance of the
system to determine costs and improve performance, and helps to give better explanation of the
profitability and increases the ability of competitiveness of the organization, and helps to
reduce the costs of activities. The management is aware of the limitations of traditional cost
systems, and considers that the businesses of the organization can be divided into
homogeneous activities. But the management believes that the costs of application of activities
system outweigh the benefits, and fears that the system could not be applied efficiently.
2. The human cadres in Jordanian tourism companies support the application of activity-based
costing system. Since staff concerned with costing systems are able to apply the system, and
staff in various sections are capable of interaction with this system, the accountants have
possibilities of scientific and intellectual skills sufficient to apply the system, and the
employees are interested in the success of what is new, and there is adequate physical and
moral motives to make this system a success. But training courses for staff members are not
continuously and timely held for keeping pace with what is new.
3. The available technology in Jordanian tourism companies supports the application of
activity-based costing system. Where there is a sophisticated computer hardware and software,
software used and are updated constantly, and hardware are maintained periodically, and
Computers are Flexible and able to cope with emergencies, and Computers has the capacity to
produce and store information, and Computers has the ability to retrieve information quickly
and accurately, and Software is capable of delivering information to the sections and
departments quickly and accurately. While software available do not cover all company
activities, and ongoing technical support is not available for users of hardware and software.
4. The Nature of the business in Jordanian tourism companies supports the application of
activity-based costing system. Where Touristic services are characterized by quantitative
diversity and are qualitatively different, furthermore indirect costs represent a large part of the
cost structure, also there are joint activities of tourism services, and there is difficulty in linking
the activities under the traditional costs of systems.
17. Recommendations
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The study recommends that:
1. Jordanian tourism companies should move to application of activity-based costing systems
since the fundamental components of the application are available.
2. It is necessary for the management of Jordanian tourism companies to start in depth studying
of the benefits of the application of activity-based costing system and consulting the experts to
reach an accurate comparison between application costs of the system and its benefits.
3. Management of Jordanian touristic firms should not fear from implementing the system
inefficiently since the essential and the necessary ingredients for its application are existed.
4. Jordanian tourism companies should hold training courses for staff members continuously
and in the appropriate time to keep pace with what is new.
5. Jordanian tourism companies should provide software that covers all company activities.
6. Jordanian tourism companies should provide technical support for users of hardware and
software.
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