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This study attempts to determine the problems of ABC implementation and the 

level of ABC success in Jordanian companies. To achieve the aim of the research, the 
research methodology included both quantitative and qualitative data. The 
questionnaire survey was developed and the primary aims were to determine the 
current state of ABC adoption and implementation. Three criteria were used to 
determine the adoption and implementation rate of ABC. They are adopters, 
implementers, and users or implementers. Findings indicate that ABC implementation 
among Jordanian manufacturing companies is about 20.7% based on the third criteria i.e. 
implementers or users. In the second stage, semi-structured interviews were used to 
determine the barriers and problems of ABC adoption and implementation. The analysis 
of the data was run by using both within company and cross-company analysis. The 
results from semi-structured interviews show that the barriers of ABC relate to 
behavioral, organizational and technical issues. These finding does not agree with some 
of previous studies, which said that only behavioral and organizational factors influence 
to ABC adoption and implementation. 
Introduction  

In the past two decades, many changes had happened in business environment. 
Most companies such as Jordanian companies had faced strong competition which has 
been complemented by shortened product life cycles and new kind of customers. In this 
environment, the number of products produced had increased with more complexity 
and diversity in the production process. In addition, huge technology and machines 
caused decreasing of direct labors cost and increasing of overhead costs, which need 
accurate allocation to products and services. These economic challenges have motivated 
many companies to adopt new strategic innovations such as ABC to provide low-cost- 
high-quality services and to be more responsive to investor and customer needs. 

Many academics and practitioners considered ABC to be the most significant 
innovation in management accounting of the 20th century. ABC system has been 
described as an improved method of allocating overhead costs, evaluating product 
profitability, and managing operating costs.  In addition, the results of these studies 
show that using volume based costing to calculate products cost will produce error 
reports, which is unsuitable for decision making. On the other hand, the practitioners of 
ABC have been expected to reduce costs by 3% to 5% and to increase revenue growth by 
5 % to 15 %. 
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Activity-based costing system received substantial attention by accounting 
researchers. This area of accounting has been studied from a wide range of perspectives. 
These include the motivators factors to the adoption, factors associated with successful 
implementation, benefits that have been associated with ABC adoption, and barriers of 
ABC adoption and implementation. The rise of ABC adoption has been linked to the 
technological improvement and strong competition. These factors make traditional 
costing system unable to determine accurate costs of products and services. 

Numerous studies criticized traditional cost accounting systems because these 
systems adhered to the hypothesis that products or services are the main reason for 
creating costs. Other researchers stated that costs are often allocated based on single-
volume measures such as direct-labor costs, or machine hours. They also argued for 
possibility of distortions due to this fact in determining or calculating many types of cost. 
Further added that traditional cost systems do not give an accurate measure for activity 
performance and the reports do not give us any information about the value added 
activities. 

Many advantages to the ABC adoption rates exposed by studies show that ABC 
is implemented only by 20% to 30% of organizations. However, other studies revealed 
that many companies adopting ABC are still at the early stage of ABC implementation. 
These studies also revealed that most of the attempts to implement it ended in the 
narrow application of ABC in trivial services or in unused systems. Moreover, there is 
rising proof to suggest that most of these companies faced problems during the 
implementation of  ABC and, in extreme cases, did not have success with it, which later 
resulted in abandoning the ABC system altogether. On the other hand, TCS continues to 
be increasingly implemented in most of the companies. This hassled to the basic question 
why management accounting innovations, such as ABC have been slow to change with 
the ever evolving, fast-pace change in organizational and technological environment 
throughout the previous two decades. 

However, the empirical evidence from ABC research is problematic. Firstly, the 
degree of ABC implementation in a variety of countries varies extensively; some 
countries shows an increasing trend in ABC implementation while other countries show 
a decreasing one. Moreover, researchers in the same country have found extensively 
different results about the adoption rate. Secondly, the barriers and problems of ABC 
implementation show wide variation in results among different studies.  

Considering these flaws in existing findings, the similar issues need more 
investigation in Jordan. Majority of empirical research has been carried out in Western 
countries, but very little empirical research has been done in developing countries on 
ABC adoption and implementation.  So far, little is known about Jordanian 
manufacturing sector concerning the level of ABC adoption and implementation and 
related factors such as motivating, facilitating, and factors that create barriers to 
implementation. Thus, it is necessary to examine whether ABC could be successfully 
implemented in Jordan in light of its distinct culture.  
Research Objectives 

The aim of the present research is to contribute and enhance the design of ABC 
implementation in Jordan. The objectives of this research are outlined below: 

To examine the extent of ABC implementation system within the Jordanian 
manufacturing shareholding sector. 

To identify the reasons for non- system. 
To determine factors that impact against ABC implementation.  
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To identify the problems faced in ABC implementation.  
To ascertain the views of the user companies on the degree of success of ABC 

system and to encourage the non-users for using this system.  
2.1  Theories Used in the Current Study (Diffusion of Innovations)  

Previous studies defined diffusion as a method or process by which an 
innovation is communicated through certain channels over time among the members of 
a social system. However, they defined the innovation as a new idea, or old idea 
perceived as new by the individual or other unit of adoption. Diffusion of Innovations 
can be defined as a theory of how, why, and at what rate new ideas and technology 
spread through cultures. 
2.2  Empirical Literatures  
2.2.1  The Reasons For Non-Adoption of ABC 

Despite the advantages of ABC over Traditional Accounting Systems, the 
adoption rate of ABC in different countries is still not very satisfactory.  Many studies 
described the reasons for non-considering or non-adoption of ABC. Most common 
reasons for not considering ABC were the lack of its suitability to the company’s 
business, the existence of a cost management system that operated satisfactorily, and the 
lack of top management support.  

In this regard, a survey was conducted in different sectors in Ireland 
(manufacturing, service and financial sector organizations) to investigate the state of 
implementation of activity based costing systems. The results are divided into three 
parts. The first part relates to the factors that inhibit the implementation of the system. 
These include the lack of support, experience, training and resources, software support, 
human resource availability, and perceived complexity. The second category relates to 
reasons for rejecting the system. These include the lack of significant difference in the 
product costs compared with the traditional systems, which results in the current system 
to be seen as a better management tool, and lack of relevance to the business. The 
findings also indicate that there is difficulty in establishing the key cost drivers and 
indeterminate benefits. The last category is related to reasons for never considering the 
system. These include satisfaction with current system, lack of knowledge and 
experience, simplicity of the manufacturing process, small size of organization, and the 
irrelevance of ABC to the nature of the business.  

A study found that the major difficulties perceived by UK companies 
considering the adoption of ABC were the amount of work involved in installing the 
system combined with a lack of suitable accounting staff resources, lack of computer 
resources, and difficulties in selecting suitable cost drivers. Regarding the companies 
which had rejected ABC, identify the following issues: difficulty of collecting data on cost 
drivers, difficulty of linking cost drivers to individual product lines, and other higher 
priorities. Furthermore, they indicate that those companies adopting ABC faced some 
difficulties during the initial ABC implementation stage, including: the choice of 
activities, the selection of cost drivers, as well as the uncertainty over using ABC for stock 
valuation for external financial reporting. 

In their study in Australia explained the reasons why ABC adoption rate is very 
low. They concluded two surveys, which found the main reasons of not implementing 
ABC. The reasons were; lack of appropriate cost accounting skills and adequacy of 
current system.  

A survey was conducted in South Africa to study the implementation of ABC. 
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They conducted their study in different sectors. The results reported the problems and 
reasons for not implementing ABC. The findings report that difficulty with identifying 
and defining activity and cost drivers was the most effective reason for not 
implementing ABC. Furthermore, the results showed that satisfaction with current 
systems, inadequate marketing of ABC, and negative advertising about ABC were other 
reasons for the non adoption of ABC systems. 

Numerous studies suggested that ABC is very complex and there are many 
barriers such as internal resistance, lack of top management support, human resource 
availability, lack of knowledge, expressed satisfaction with current systems, and claimed 
lack of resources such as a qualified work force, time, and effort. Finally, some 
companies have not adopted ABC because of their perception that ABC is less accurate 
than traditional costing system or that ABC is a mere fad or fashion. 
2.2.2  Problems of ABC Implementation  

Several problems may be faced by the companies during the implementation of 
ABC, especially at the first stage of implementation. Numerous studies suggested that 
ABC is very complex and there are many administrative and technical difficulties such as 
internal resistance, lack of top management support, human resource availability, lack of 
knowledge, and expressed satisfaction with current systems. Technical difficulties also 
include the problem of identification of cost driver. Other difficulties include the 
identification and selection of activities, assigning resources to activities, assigning costs 
to products and the problems of collecting the necessary data. 
2.2.3 Implementation Stages of ABC System 

ABC is an administrative innovation. At first, implementation researchers 
focused on a factor-based approach. More recently, researchers have recognized that the 
implementation of ABC is better explained by studying the process stages as well as 
specific factors. Only a few studies have segmented ABC implementation to stages. ABC 
is an information technology (IT) innovation, which provides accurate information for 
managers to make their decisions. Accordingly, managers need to understand the stages 
of the IT implementation process for implementing ABC successfully. The IT 
implementation process is categorized into six sequential stages: initiation, adoption, 
adaptation, acceptance, reutilization, and infusion. Researchers adapted IT stage model 
to describe each stage of ABC implementation process. The search for factors that 
influence ABC implementation success was guided by information technology (IT) and 
organizational change literature. 

A survey on U.S manufacturing firms to study how contextual factors, such as 
size of firms, and organizational factors, such as top management support, and training 
affect each stage of the ABC implementation process and the adoption and 
implementation of ABC segmented to ten stages. These stages were: Not considered, 
Considering, Considered then rejected, Approved for implementation (adoption), 
Analysis, Getting acceptance, Implemented then abandoned, Used somewhat, Used 
extensively, and Integrated with another system.  A cross-sectional survey in Australia 
was conducted to know the impact of seven organizational and technological factors on 
the adoption and implementation of activity based costing system, and segmented ABC 
adoption and implementation to ten stages. It showed that the first four stages are 
related to the adoption decision, and that the last six stages are related to the 
implementation decision.  In the current study, the researcher will segment ABC 
adoption and implementation to four stages. Table 1 shows these stages.  
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Table 1: ABC Implementation Stages in the Current Study 

Stage Name of Stage Definition of the Stages 

A Non- Adoption 
stage 
 

The stage interprets as: The Company do not gets 
approval from top management to invest the 
resources necessary for implementing ABC.  

B Adoption stage 
 

The stage interprets as: The Company gets approval 
to invest the resources necessary for implementing 
ABC.  

C Implementation 
stage: 
 
 
 
 

The stage describes as: The companies have begun 
implementing ABC systems, and the company in the 
process of forming a team of ABC implementation, 
determining project scope and objectives, designing 
training and workshops, collecting data or/and 
analyzing activities and cost drivers and 
organizational members’ commitment to use ABC  

D  Usage stage  
 

This stage means: the implementation of ABC was 
finished and the companies have starting using of 
ABC information as a part of daily practices or 
integrating with other systems. 

  
2.2.4  ABC Success 

Many studies suggested that worldwide ABC adoption rate is very low. 
Researchers suggested many reasons to this rate. One reason could be ABC adopters not 
finding it successful in delivering predictable net benefits. If ABC implementers could 
find it unsuccessful, then that could justify the low adoption rates. 

Previous studies found some variable to measure ABC success. Examples of 
ABC success measures tested in prior studies include use and satisfaction of ABC 
system, and workers satisfaction  and these studies shows that staff or users satisfaction 
may be the most critical success factor because it can lead changes in decision making. 
Also management evaluation and dollar improvements are success measures used by 
some of the previous studies. 

A study used different attributes around four measures to know the level of 
success in 166 sites of 132 companies. However, it did not segment adoption and 
implementation to stages. This means that it did not focus on the ABC maturity at using 
stage. The measures used are ABC information, decision actions, dollar improvement 
and management evaluation to the overall success of ABC. Firstly ABC information can 
help the managers in the area of decision making, determine accurate cost of products or 
services, determine the customer profitability, pricing decisions, measure performance, 
plan and budget.  Secondly, decision actions are also aided by ABC information. If ABC 
information can lead to change of decision making, the system is successful, but if the 
ABC information cannot change the decision this means the system is not successful. 
Thirdly, the measure of dollar improvement resulting from ABC is an open dollar 
comparison of revenues and costs with and without using activity based costing system 
during specified period. Finally, management evaluation can measure the overall success 
of ABC. This measure is typically based on an unspecified description as to how success 
is to be interpreted.  
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3.  Research Design and Methodology 
Mixed method methodology was used in the current study, initial survey was 

adopted to evaluate the current state of ABC adoption and implementation and the level 
of ABC success. This followed by Semi-structured interviews were conducted with 
Financial Managers/assistant financial manager and Heads of accounting 
Departments/Heads of Costing Departments of companies within the Jordanian 
manufacturing companies to know the barriers and problems of ABC implementation. 
4.  Data Analysis  
4.1  Quantitative Data Analysis 

The aim of the questionnaire was to know the implementation rate in the 
Jordanian manufacturing companies, and to overcome the problem of implementation 
definition. This process took place from 9th May to 3rd July 2011. Ninety–two 
questionnaires were distributed and eighty-two questionnaires returned, giving a 
response rate of 89%. 
4.1.1  Adoption and Implementation Rate 

 Based on the results of the questionnaire survey, companies are classified as 
follows: 

Table 2: Number of Companies in Each Category of ABC Implementation 
Name of the Stage Number of the Companies 

Non-adopters 50 
Adopters 15 

Implementers 10 
Users 7 
Total 82 

 

The previous studies used three criteria to determine the rate of ABC adoption 
and implementation and the first criterion was used to know the adoption rate in 
Malaysian manufacturing companies. Based on these criteria, 30 companies out of 82 
companies adopted ABC, which means that the adoption rate was around 39% in the 
Jordanian manufacturing companies.  

The second and third criteria used two methods to determine the 
implementation rate. The second criterion is based on usage and related to full 
implementation and using ABC information for various purposes in the company. 
Currently, 7 companies out of 82 were using ABC information as part of daily practice or 
integrated with other systems. Accordingly, the rate of ABC implementation within the 
Jordanian manufacturing companies based on this criterion is about 8.5%. The rate of 
ABC implementation (8.5%) is less than the rates found in the previous studies. 
However, the usage rate was 10.7%. The definition of using was not clear because neither 
studies segment ABC into stages. 

The third criterion is based on implementation as a process rather than using 
ABC information as a part of daily practices or integrating ABC with other systems. 
Accordingly, the rate of ABC implementation within the Jordanian manufacturing 
companies based on this criterion is about 20.7%. 
4.1.2  Level of ABC Success 

Three success measurements of ABC implementation used in the current study 
considering observed ABC maturity and using stage, this measure comprises the overall 
success of ABC implementation, ABC information characteristic rating, and satisfaction 
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with ABC implementation. Most of the previous studies measured success at different 
stages and not based on ABC maturity. 
4.1.2.1  ABC Information Characteristic Rating 

The second measurement of ABC success was based on the technical 
characteristics of ABC information. This ABC information characteristic rating comprises 
of accuracy, accessibility, reliability, timeliness and understandability. This measure was 
used to compare between ABC information characteristic rating and TCS information 
characteristic rating. The current study assumes that the higher the ABC information 
characteristic rating, the more successful will be the implementation. The respondents 
were asked to indicate on a five-point scale from 1 = very low to 5 = extremely high, the 
frequency of ABC information characteristic rating for each of the five ABC information 
characteristic listed in the question. The findings are reported in Table 3 below. 

Table 3:  Frequency of ABC Information Characteristic 

 N Min Max Mean Std. 
Deviation 

1 Accuracy 7 4 5 4.29 .488 

3 Reliability 7 4 5 4.29 .488 

4 Timeliness 7 3 5 4.00 .577 

5 Understandabilit
y 7 3 5 4.00 .816 

2 Accessibility 7 3 4 3.57 .535 

Table 3 shows that accuracy (mean score = 4.29), and reliability (mean score = 
4.29) were the highest ABC information characteristic rating. This is followed by the 
timeliness (mean score = 4.00), understandability (mean score = 4.00) and accessibility 
(mean score = 3.57). Table 4 below shows that the majority of users answered that ABC 
information characteristic rating in the following levels: average, high and extremely 
high. 

Table 4:  ABC Information Characteristic Rating Among User Companies 

 Average High Extremely High 
 Count % Count % Count % 
Accuracy   5 71.4 2 28.6 
Accessibility 3 42.9 4 57.1   
Reliability   5 71.4 2 28.6 
Timeliness 1 14.3 5 71.4 1 14.3 
Understandabili
ty 2 28.6 3 42.9 2 28.6 

 
4.1.2.2 The Degree of Using ABC in Decision Making 

Third measurement of ABC success was based on the use of ABC information in 
decision-making. This measure assumes that the more extensive the use of ABC 
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information, the more successful the implementation. The respondents were asked to 
indicate on a five-point scale (from 1 = Never to 5 = Always) the frequency of using ABC 
information for each of the 7 different purposes listed in the question. The findings are 
reported in Table 5. 

Table 5: Frequency of Using ABC Information by User Companies 

 N Min Max Mean Std. 
1 Product costing 7 3 5 4.43 .787 
2 Determine customer 

profitability 7 4 5 4.43 .535 

6 Pricing decision 7 4 5 4.43 .535 
3 Decision-making 7 3 4 3.43 .535 
4 Planning 7 2 4 2.86 .690 
7 Performance measurement 7 2 4 2.86 .690 
5 Budgeting 7 2 4 2.71 .951 

 

Table 5 shows that ABC was widely used for many different purposes started 
with using ABC in product costing (mean score = 4.43), determine customer profitability 
(mean score = 4.43), pricing decision (mean score = 4.43) and decision-making (mean 
score = 3.43) represents the most widely used applications. The use of ABC in Planning 
(mean score =2.86), performance measurement (mean score =2.86) and Budgeting (mean 
score = 2.71) represents the least widely used in Jordanian manufacturing companies. 
Table 6 shows that the majority of users used ABC information for different purposes in 
the following degrees: rarely, sometimes, very often and always. 

 

Table 6:  Using ABC Information Among User Companies 

 Rarely Sometimes Very Often Always 

 Count % Count % 
Coun
t % 

Coun
t % 

Product costing   1 14.3 2 28.6 4 57.1 
Customer 
profitability     4 57.1 3 42.9 

Decision-making   4 57.1 3 42.9   
Planning 2 28.6 4 57.1 1 14.3   
Budgeting 4 57.1 1 14.3 2 28.6   
Pricing decision     4 57.1 3 42.9 
Performance 
measurement 2 28.6 4 57.1 1 14.3   

 

4.2  Qualitative Data Analysis 
4.2.1  Data Analysis for Non-Adopters Companies 
4.2.1.1  Within-Company Analysis for Non-Adopters Companies 

This section describes within-company analysis. Firstly, it provides a summary 
of background information which gives an overall picture of each company. It includes 
the universal background information, such as the type of sector and the number of 
employees of the company and its capital. 
4.2.1.2 Cross-company Analysis 

This section provides an outline of a cross-company analysis. It includes all 
barriers and problems identified by companies and their overall assessments in each 
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individual company. To help in arriving at an overall assessment of the important factors 
that impact the implementation of ABC within the Jordanian manufacturing companies, 
the analysis of the four companies has been summarized in Table 7 Qualitative analyses 
together with quantitative ratings were done to generate the summary.  

Table 7:  Summary of Cross-Company Analysis 

Factors  Company 1 2 3 4 5 
Reasons for non- adoption of ABC      
High cost of ABC implementation � X X � � 
High cost consultants X X X � � 
Lack of accounting bodies X X � X X 
Satisfied with current system � X � � � 
Lack of top management support X � � X X 
small percentage of overhead costs X � X X X 

 

Legend: �= the factor that are supported by interviewee    X= the factors that are not 
supported by interviewee 
4.2.2  Data Analysis for Non-Implementer Companies/Adopters 
4.2.2.1  Within-Company Analysis for Non-Implementer Companies/ Adopters  

This section describes within-company analysis. Firstly, it provides a summary 
of background information which gives an overall picture of each company. It includes 
the universal background information, such as the type of sector and the number of 
employees of the company and its capital. 
4.2.2.2 Cross-company Analysis for Non-Implementing Companies 

This section provides an outline of a cross-company analysis. It includes all 
barriers and problems identified by companies and their overall assessments in each 
individual company. To help in arriving at an overall assessment of the important factors 
that impact the implementation of ABC within the Jordanian manufacturing companies, 
the analysis of the three companies has been summarized in Table 4.8.  

Table 7: Reasons for Non- implementation of ABC 

Factors Company 1 2 3 
Reasons for non- implementation of ABC    

Lack of expertise to implement ABC � � X 

Too complex and Too time-consuming � X � 

High cost of ABC implementation � X � 

High cost consultants X � � 

Lack of internal resources X X � 

Lack of top management support X � X 
 

Legend: �= the factor that are supported by interviewee    X= the factors that are not 
supported by interviewee 
4.2.3  Data Analysis for Implementer and User Companies  
4.2.3.1  Within-Company Analysis for Implementer and User Companies  

This section describes within-company analysis. Firstly, it provides a summary 
of background information which gives an overall picture of each company. It includes 
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the universal background information, such as the type of sector and the number of 
employees of the company and its capital. 
4.2.3.2  Cross-company Analysis for Implementers and Users 

The current section provides an outline of a cross-company analysis. It includes 
all factors and problems identified by companies and their overall assessments in each 
individual company. To help in arriving at an overall assessment of the important factors 
that impact the implementation of ABC within the Jordanian manufacturing companies, 
the analysis of the six implementers and user companies has been summarized in Table 8  

Table 8:  Summary of Cross-Company Analysis 

Factors  Company 1 2 3 4 5 
Problems of ABC implementation       
Lack of software packages � X � X X � 
Takes up a lot of computer staff time X X X X � X 
High cost of ABC implementation X X X � X X 
High cost consultants X � � � X X 
Lack of local consultants X � � X X X 
Difficulty in identifying activities X X X � � X 
Difficulty in gathering data on cost-
drivers 

X � X X X � 

Difficulties of selection of cost drivers � � X X � � 
Changes required for company 
structure to fit Activities Selected 

X � X � X X 

 

Legend: �= the factor that are supported by interviewee   X= the factors that are not 
supported by interviewee 
5.0  Conclusions 

In this paper the data collected from questionnaire and interviews with 
representative of five companies that have not adopted ABC yet, in order to know the 
reasons for non-adoption of ABC. This is followed by interviews with three companies 
that have currently adopted ABC to know the reasons for not starting the 
implementation process yet. These interviews are followed by six companies that have 
currently implemented ABC and currently using ABC information for different 
purposes. The analysis of the data was set by using both within company and cross-
company analysis. The interviews finding shows that behavioral and organizational 
factors rather than technical factors working as a barriers and problems to  ABC 
adoption and implementation and this does not agree with some of previous studies 
which said that only behavioral and organizational factors influence to ABC adoption 
and implementation. 

The questionnaire data analysis shows three types of adoption and 
implementation rates based on the previous studies perspectives and this will help to 
overcome to the problem of ABC implementation definition used by previous studies. 
However, two measures are used in the current study to know the level of ABC success. 
The first measurement of ABC success was based on the technical characteristics of ABC 
information. The data analysis finding shows that accuracy and reliability were the 
highest ABC information characteristic rating. This is followed by timeliness, 
understandability and finally, accessibility. The finding also shows that majority of users 
answered the ABC information characteristic rating in the following increasing levels: 
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average, high and extremely high. Second measurement of ABC success was based on 
the use of ABC information in decision-making. The data analysis finding show that 
ABC was widely used for many different purposes. The results also show that product 
costing, determining customer profitability, pricing, and decision-making represent the 
most widely used applications in Jordanian manufacturing companies. The data analysis 
reveals that the majority of users used ABC information for different purposes in the 
following degrees: rarely, sometimes, very often and always. 

However future studies should segment ABC adoption and implementation to 
stages and it must measure the level of ABC success at site of ABC maturity at using 
stage. Also future studies recommended adopting case study with users companies to 
know the relation between using ABC system and the improvement in financial 
performance. 
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