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Feasibility of Applying Activity- Based Costing and its Impact on Cost Reduction
in Sudanese Oil Industry
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Abstract

The study dealt with one of the most important modern systems for the
allocation of indirect costs, which is the activity-based costing system, and the
possibility of implementing this system on petrol sector in Sudan and its effect in
reducing the cost. The research problem is represented in the extent applied by
companies working in petrol industry sector in Sudan of costing system that
enables adoption of activity-based costing system and the scope of main
constituents necessary for implementing this system by these companies, and what
are the difficulties and hindrances that prevent the implementation of activity-
based costing system at this important economic sector.

The study aimed at recognizing the extent of availability of the main
constituents necessary for adopting activity-based costing system at petrol industry
companies in Sudan, and what are the obstacles that prevent implementing this
system and utilize it.

To achieve the goals of the study, the following hypotheses have been
tested:

- The apprehension of costing systems by top management assists positively
in implementing activity-based costing system.

- The availability of efficient accountancy systems participate positively in
implementing activity-based costing system.

- The implementation of activity-based costing system participates in reducing
costs of petrol industry.

The study methodology:

The study adopted deductive approach in specifying research's axis and
stating hypotheses, and inductive method to test hypotheses' validity, and historical
method to follow-up previous studies related to the subject, and analytical method
to analyze the questionnaire.

The research sample was represented in financial trainers at petrol
companies in Sudan, costing and accounts head departments, accountants at
financial departments, costing departments and some related staffs.
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The research concluded the following results:

The main advantage in an environment of the oil industry is the variety of
production operations, which strongly propels to implement modern costing
systems, in front of which is the Activity-based Costing (ABC).

The apprehension of petrol industry companies' top management to the
concepts of costing systems and its importance assists seriously in
implementing Activity-based Costing (ABC).

The availability of efficient accountancy systems, as well as expert qualified
cadres at these advanced accounts systems participate positively in
implementing Activity-based Costing (ABC).

There is possibility to implement Activity-based Costing (ABC) by petrol
industry companies in Sudan, for these companies possess basic constituents
to implement this system.

The implementation of Activity-based Costing at petrol companies in Sudan
participates in reducing costs.

The research recommended the following recommendations:

The need to overcome the constrains that prevent the implementation of
Activity-based costing, such as the fear of switching from conventional
systems into modern systems, at economical fields in general, and at petrol
industry in particular.

Good planning for the process of implementing Activity-based Costing at
petrol industry sector in Sudan through utilizing experts, specialists and
qualitative in this system.

The establishment of separate departments of costing at petrol industry
companies in Sudan.

Make further efforts to introduce this system and its importance and
contribution, which represent an advanced model for the allocation of
indirect costs.



