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Abstract

This study examines the extent of Activity-Based Costing (ABC)
implementation in Libyan industrial companies and tests how ABC maturity
affects pricing decision effectiveness. The topic is motivated by rising
indirect cost intensity and product variety, which make traditional overhead
allocation prone to unit-cost distortion. A descriptive—analytical, cross-
sectional design was employed during May—June 2025 using a five-point
Likert survey administered to managers 1in cost accounting,
production/operations, marketing/pricing, and quality, complemented by
“hard” operational indicators from company records: time-to-price (T price)
and gross-margin volatility (GM_volatility). ABC maturity is
operationalized as a latent construct with five dimensions: activity/pool
definition, cost-driver suitability, data quality and indirect-cost tracing,
integration of ABC reports into pricing, and TDABC readiness/use. Pricing
effectiveness is measured via cost-estimation accuracy, decision speed,
margin stability, price—strategy/value fit, and product/customer profitability.
The analysis includes descriptive statistics, reliability and validity tests
(Cronbach’s o, KMO), exploratory/confirmatory factor analysis, and
multiple regression with controls (firm size, age, automation, IS maturity,
product complexity, competition). The practical chapter provides an applied
design at LISCO—covering activity centers, cost drivers, reporting
templates, ABC/TDABC costing, price fences, and an RFQ calculator. The
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study expects a positive, statistically significant association between ABC
maturity and pricing effectiveness, mediated by the integration of ABC
reports into pricing governance. It contributes theoretically by modeling the
ABC-pricing pathway, and practically by enabling more accurate pricing
and reducing cross-subsidization among products and customers.
Keywords: Activity-Based Costing (ABC); Time-Driven ABC (TDABC);
Pricing decisions; Cost drivers; Libyan industry.
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).0.50< dbeni ¢« (KMO>0.70 5540
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ABC Cost Breakdown — LISCO (Batch HS-145)
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(Price Fences): 4 s Jlgul 2
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41.9 67 (100-249)ikaus sic AS L, aas
30.6 49 (>250)5 28 A8l aaal
19.4 31 @l 51 10 A, ac
28.8 46 43s10-19 A, yae
51.9 83 4> 20 AN ae
20.0 32 EEREC sy
47.5 76 L 54 aaay
32.5 52 (3% Y

Gilaglaall alai il

18.1 29 Im5e g (ERP)

Gilaslaall alad il

39.4 63 s (ERP)

Gilaglaall ol g

425 68 Jalia (ERP)

N = 160

() ol g 48 6 gall : R2 g

AVE S,d) GLAYICR | gligSo  dsid) dae Al

0.56 0.86 0.84 4 ol YAk iy miA ]
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Bartlett ¥*=1961.0, p<0.001.tKMO = 0.92
HTMT < ¢AVE = 0.73-0.82- 4 5l ) 53all) 2 Sl laiFornell-Larcker & HTMT
0.85).
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0.29% (0.07) _ | o i)
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0.07 (0.05) 0.08 (0.05) 0.09* (0.05) el ain

0.04 (0.05) 0.04 (0.05)  0.05 (0.05) Adliall 528

0.48 0.42 0.28 R

+0.06* +0.14* — AR?
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e Berisha Drangolli, V., & Miftari, I. (2025). Determinants of
managerial accounting technique adoption in manufacturing
enterprises: A structural equation modeling

e Atkinson, A. A., Kaplan, R. S., Matsumura, E. M., & Young, S. M. —
Management Accounting: Information for Decision Making and
Strategy Execution (6th ed., Pearson, 2012): Discusses cost
behavior, overhead, ABC, and pricing decisions within management
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e Atkinson, A. A., Kaplan, R. S., & Young, S. M. — Management
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Books.

e Kaplan, Robert S. — Time-Driven Activity-Based Costing: A Simpler
and More Powerful Path to Higher Profits: A book explaining
TDABC and simplified ABC applications, benefits, and limitations —
Amazon.

e Rajabi, A, et al. — “Applying Activity-Based Costing (ABC) Method
to Calculate Cost Price of Remedial Services in Hospitals” (2012):
An Empirical Study Demonstrating Activity-Based Costing in
Healthcare Services — PMC.

e Quesado, P, et al. — “Activity-Based Costing (ABC) and Its
Implication for Open...”: A Recent Analysis of the Adoption,
Implementation, and Criticisms of ABC — ScienceDirect.

e The Effect of Activity-Based Costing (ABC) System on Corporate
Pricing Decisions in the Jordanian Industrial Sector: A Study of the
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e Cardinaels, E., et al. — “The Value of Activity-Based Costing in
Competitive Pricing Decisions”: An Empirical Paper Comparing
ABC with Traditional Systems from a Pricing Perspective in
Competitive Markets — ResearchGate.
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