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Abstract - There has been little researches concerning the practices and challenges in implementing  the activity based 
costing system-ABC- by Algerian firms., the aim of this study is to explore the most important barriers that face the Algerian 
companies when they adopt  ABC  system. 
The sample of our study consists of  14 enterprises  in Sidi Bel Abbes, we focus on   questionnaire as an essential tool to gain 
as much  information as possible , about the obstacles of applying  ABC system. However, despite the availability of 
supportive conditions for its application, there was a lack of awareness of the difficulties that prevent the adoption of this 
system in practice. 
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I. INTRODUCTION 
 
The activity  based costing system ABC is one of the 
most important modern cost systems, developed to 
meet the administrative needs under immediate 
working conditions. Its adoption achieves multiple 
advantages for economic enterprises and serves the 
overall management process, but its success depends 
on the balance between the cost of implementation 
and the objectives of its adoption. The need to apply 
it is linked to the organization business environment 
and to the availability of a set of requirements to 
support its use. The high cost and difficulty of 
implementing the system, the resistance of change by 
the workers, and the immaturity of the economic 
environment, are one of the most difficult barriers to 
the adoption of the system, which we seek through 
this study to analyze and highlight them. 
The ABC system emerged in the 1980s in some 
American enterprises, when the real beginning of 
ABC was in the mid-1980s in the United States of 
America, to be seen later in the rest of the world. 
In 1987 Robert Kaplan and Robin Cooper published 
an article titled "How Cost Accounting Distorts 
product costs" 
 
The ABC system is based on activities cause  costs, 
while products and services consume those activities.  
So Activity Based Costing is based on the belief that 
activities cause costs and therefore a link should be 
established between activities and product 
In 1996, Mitchell introduced the ABC system as an 
approach to allocate indirect costs, identify activities 
in different sections, then explain how these activities 
consumed the resources, and what were the causes of 
these activities. 
Horngren defined the ABC system as an approach to 
developing the cost numbers used in job costing or 
process costing systems. The distinctive feature of 
ABC is its focus on activities as the fundamental cost 

objects, and uses the cost of these activities as a basis 
for determining the costs of other objectives such as 
goods, services, and clients... 
Hicks (1999) see that The concept of ABC is actually 
easy and simple. The costs of the activities are 
calculated after the costs are charged to products or 
services benefiting from these activities by using 
appropriate loading bases called the cost driver (The 
cost driver is the link between the activities and the 
cost.), thus obtaining a clear and accurate cost of each 
product or service. 
 
The ABC system helps to determine costs of product 
or services accurately, through the use of cost driver. 
The ABC can reflect many indirect costs to direct 
costs by allocating costs to a cost driver, that making 
more confidence in information getting by the ABC 
system, This makes the system help to identify 
opportunities for cost reduction by eliminating costs 
associate with non-value-added activities 
 
The industrial companies that produce more than one 
product and has a high indirect cost are the most 
concerned to adopt the ABC that it spread in various 
theoretical researches compared with its real adopt 
because of many factors that prevent its adoption 
such as ::  The senior management  is not convinced 
with the importance of ABC system, and does not 
give enough support for its adoption, considering that 
the traditional cost systems are effective and do not 
need substitutional , Lack of experts to design the 
system in addition to the high cost of implementing 
this system as well as cultural barriers as an obstacle 
to the adoption of ABC and the staff disagreement for 
change 
 
II. METHODOLOGICAL PROCEDURES 
 
Through this study we have tried  to spot light on the  
analyses and the evaluation of  the most important 
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difficulties that prevent the algerian companies in 
Sidi Bel Abbes to adopt ABC system. . 
The study included the financial directorate (financial 
managers and accountants) in the industrial 
companies. 20 questionnaires were distributed, with 
one questionnaire per enterprise , all in all we 
received  14 questionnaires out of 20 giving a 
response rate of 70%. All responses were given in the 
work place which give us an opportunity to learn 
more about cost accounting in the current companies 
and to know to what extent do they adopt the ABC 
system. 

After examining the received questionnaires, none of 
them have excluded due to meeting the requirements 
of the questionnaire, Thus 14 questionnaires have 
analyzed. 
 
The Kronbach alpha coefficient has used to measure 
the stability of the questionnaire and to ensure that 
the units investigated were free of irregular errors. 
The table shows that the stability coefficients are 
appropriate, which makes sure that the questionnaire 
is used. 

 
Table1: Stability coefficients 

 Number of Paragraphs Stability Coefficient- 
A. Kronbach 

Obstacles to the application of 
ABC 08 0.661 

 
- Test of modération: 
Since the size of the sample is 14, the researcher used the Shapiro wilk test to determine the nature of the data 
distribution of the phenomenon if it follows the normal distribution or not. 
 

Table2: Test of modération 
 Number of Paragraphs Statistical Value Level of Significance 

Obstacles to the 
application of ABC 08 0.858 0.028 

 
From the analyses of Table 2, It seems that the phenomenon does not follow normal distribution (the probability 
value is less than 0.05) and therefore should be use Non-parametric tests.A Non-parametric test, the Sign Test, 
was used. 
 

Table3: paragraphs analysis. 
 

n  Arithmetic 
Average 

Standard 
Deviation Percentage% Degree of 

Approval 
Probability 

Value 
1 High cost 3,71 1,139 74,28 Agree 0,057 

2 Difficult to apply 3,21 1,188 64,28 neutral 
 0,179 

3 Lack of sufficient staff 3,50 ,941 70 agree 0,423 

4 Resistance to change 2,79 1,122 55,71 neutral 
 0,423 

5 Lack of training of staff 
on modern cost systems 3,36 1,336 67,14 neutral 

 0,423 

6 
difficulty of dividing 

into homogeneous 
activities 

3,00 1,038 60 neutral 
 0,423 

7 Difficulty in 
determining cost drivers 3,29 1,139 65,71 neutral 

 0,423 

8 immaturity of the 
economic environment 3,79 1,188 75,71 agree 1 

Obstacles to the application 
of ABC 3,330 ,621 66,60 neutral 

 0,423 

 
Our findings in Table (03) show the views of the study sample members on the paragraphs It has founded that 
the  relative weight of all paragraphs equals 66.60% (greater than 60%)  However, the level of significance is 
estimated at 0.423 which is greater than 0.05, This refers to neutral answers  while the mean is 3.330 which 
confirms the above. 
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CONCLUSIONS 
 
According to the responders’ answers it seems that 
the high cost to apply the ABC and the lack of 
enough  staff who are Capable of operating the 
system efficiently and effectively, in addition to 
immaturity of the economic environment are the most 
important obstacles that prevent the application of the 
system in this enterprises. 
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