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Abstract

This research explores the adoption of Activity-Based Costing (ABC) in a Saudi Arabian
construction company, highlighting its necessity due to the inadequacies of traditional cost
accounting systems in the face of globalization and technological advancements. While earlier
research has examined the adoption of ABC across different global settings, its
implementation within the construction industry remains a novel area of study. This research
examines the utilization of the ABC system within a construction firm, with a particular
emphasis on the factors that impacted the implementation. A case study has been conducted
to obtain a comprehensive image of the firm's experiment with ABC adoption. Data were
gathered through interviews with seven key personnel engaged in the ABC implementation
process, offering insights into the factors influencing its adoption. Utilizing Actor-network
theory (ANT), the research traced vital actors, both human and non-human, as they played
roles in adapting ABC, revealing a complex interplay of diverse actors that enabled the
effective integration and operation of the ABC system. Underscoring the complexity and the
necessity of a coordinated network of actors to effectively adopt sophisticated costing
methods such as ABC in the construction industry, this research contributes valuable insights.
It suggests that the success of such implementations depends heavily on a well-coordinated
network of actors who can dynamically interact and adapt to the evolving organizational and

technological landscape.
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1. Introduction

In the evolving landscape of management accounting, traditional cost
allocation methods have faced increasing criticism for their inability to
provide accurate and actionable insights in contemporary business
environments. As organizations grapple with the complexities of
globalization, technological advancements, and diversified product offerings,
the need for a more precise allocation of indirect costs to products and services
has become more apparent (Kaplan, 1994). In response, ABC emerged in the
late 1980s as a revolutionary approach to cost management, explicitly
addressing this need by offering a detailed analysis of organizational activities

for a more accurate cost allocation (Kaplan, 1994).

Actor-network theory (ANT), developed by Bruno Latour, Michael
Callon, and John Law, provides a robust analytical framework for
understanding the intricate networks that underpin social and technological
systems (O'Connell et al., 2014). Originating from the social study of science
and technology, ANT emphasizes the interconnectedness of both human and
non-human actors in shaping organizational practices and knowledge
construction. This theoretical perspective is particularly valuable in exploring
the adoption and implementation of ABC, as it highlights the dynamic
interactions and relationships that influence cost management innovations.
Despite its theoretical advantages and practical benefits, adopting ABC has
faced various challenges. These include the complexity of the system,
significant implementation costs, and organizational resistance. Understanding
the factors that influence the successful implementation of ABC is crucial for
organizations seeking to enhance their cost management practices and

maintain a competitive edge.

This research delves into implementing the ABC system within a Saudi
construction company, aiming to identify the key factors that impact its
adoption. By addressing what influences the implementation of ABC, this
study contributes to the broader discourse on cost management innovations

and their practical applications in diverse organizational contexts. The paper is
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organized as follows: Section (2) provides a background of the literature on
cost accounting systems development and in particular ABC. This is followed
by section (3), which discusses the adopted theoretical framework namely
ANT. Section (4) discusses the methodology and analysis approach. Section
(5) discusses the findings of the presented case study. Finally, section (6) offers

a discussion of the findings and the study’s main limitation.

2. Literature review

Traditional management accounting systems tend to allocate highly
aggregated cost information to products by simplistic and arbitrary methods,
often unrelated to demands made by the products on organizational resources
(Swenson, 1995). The traditional costing systems were designed to allocate
indirect costs to products, with an emphasis on direct labor; this results in
inaccurate indirect costs due to imprecise allocation criteria (Quesado & Silva,
2021). These systems were developed during a time when raw materials and
direct labor were the primary factors of production, technology was deemed
stable, and the range of products oftered to the market was limited (Quesado
& Silva, 2021). In the contemporary business landscape, traditional cost
accounting methods have become increasingly inadequate for delivering
precise insights into costs and pricing (Quesado & Silva, 2021). The
contemporary demands of organizations are not adequately addressed by
conventional information and management control models. This inadequacy
primarily arises from the rapid advancement of technology (Quesado & Silva,
2021; Enes & Kosgan, 2024), the globalization of markets, the proliferation of
products and services, and the overall globalization of the economy (Quesado
& Silva, 2021). This gap is exacerbated by the fast-paced evolution of business
landscapes, intensified competition, and rising consumer expectations
(Quesado & Silva, 2021). Consequently, traditional cost accounting systems
have proven insufficient in fulfilling the requirements of contemporary

business management (Baykasoglu & Kaplanoglu, 2008).
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By 1987, it was commonly recognized that traditional methods of cost
allocation, which relied on fundamental metrics such as direct labor or sales
revenue, or direct cost methods that disregarded overhead costs when
determining the costs of products, services, and clients, were outdated and no
longer effective (Kaplan, 1994). The changes in the competitive landscape
during the 1980s necessitated a reassessment of conventional cost accounting
and management control mechanisms (Kaplan, 1984). As new technologies
and advanced production methods emerged, competition and customer
demand increased, leading to a decrease in the importance of direct labor costs

in the overall production cost of organizations (Quesado & Silva, 2021).

Consequently, indirect costs became a significant component of most
organizations' cost structures (Quesado & Silva, 2021). In order to attain
competitive success, companies must effectively leverage both tangible and
intangible resources, swiftly adjust to environmental shifts, and anticipate and
meet evolving consumer demands ahead of rivals (Quesado & Silva, 2021).
Sustaining a competitive edge hinges on the capacity to deliver top-notch
products or services rapidly and cost-effectively (Baykasoglu & Kaplanoglu,
2008). Organizations in today's business environment require reliable and
timely information to stay ahead; therefore, having an appropriate costing
system is of utmost importance (Quesado & Silva, 2021). It enables
organizations to manage their resources effectively, control costs, and achieve
efficient management (Quesado & Silva, 2021). In the 1980s, the activity-
based costing system emerged to address the limitations of traditional costing
methods in the face of economic and technological changes (Quesado & Silva,
2021). The initial publications by Cooper & Kaplan caused ABC to quickly
disseminate across the United States, Canada, and Europe (Gosselin, 2007).
The interest in ABC grew rapidly in the early 1990s among management
accounting professionals (Gosselin, 2007). It has been adopted and
implemented by several private sector organizations as a cost management

innovation (Gosselin, 2007).
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Numerous organizations in the USA, UK, and Canada organized
workshops, training sessions, and conferences to discuss ABC (Gosselin,
2007). Many scientific publications have extensively researched ABC (Allain
& Laurin, 2018). The United States takes the lead in the number of papers and
citations (Sanchez-Rebull et al., 2023). Following suit are the United
Kingdom, Italy, and China, respectively, regarding the number of articles
published on ABC (Sanchez-Rebull et al., 2023). Also, it is noteworthy that
authors hailing from 83 developed and developing countries have contributed
to ABC, which confirms its wide-ranging reach and recognition (Sanchez-
Rebull et al., 2023). ABC has been studied primarily through case studies in
various sectors (Sanchez-Rebull et al., 2023). Healthcare and manufacturing
are two sectors that have seen a recent uptick in the application of ABC
(Sanchez-Rebull et al., 2023). This indicates that the ABC system has a strong
theoretical foundation and can be used in a variety of organizations (Sanchez-
Rebull et al., 2023). In recent times, the field of management accounting
systems has witnessed a swift pace of change, and few innovations have
garnered as much attention as ABC (Swenson, 1995). Many scholars and
professionals in the field of management accounting believe that ABC is the
most significant development in the 20" century (Gosselin, 2007). It has
remained a subject of interest for both researchers and practitioners even after

more than 30 years since its introduction (Sanchez-Rebull et al., 2023).

This shift in emphasis, noted by Kaplan (1994), moved away from
traditional cost allocation methods towards pinpointing cost flows stemming
from organizational expenditures on supply resources. These resources create
the capability required to perform difterent organizational activities (Kaplan,
1994). An ABC system can provide a more accurate representation of product
costs compared to traditional costing systems (Tran & Tran, 2022; Bhimani &
Pigottt, 1992). This is because the former system attributes indirect costs, such
as factory overhead and corporate overhead, to individual activities and then
to the products that require these resources (Cooper, 1988). The ABC system
focuses on activities that consume resources and cause costs (Tran & Tran,

2022) rather than products that consume activities (Quesado & Silva, 2021).
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The determination of product costs in the ABC system is based on the
activities performed by a company (Sanchez-Rebull et al., 2023). The system
assumes that these activities consume the company's resources rather than the
products themselves (Sanchez-Rebull et al., 2023). By identifying these
activities, the system can allocate costs more accurately, resulting in a
reduction of indirect costs and making them direct costs with ABC (Sanchez-
Rebull et al., 2023). Consequently, products consume these activities along
with other direct costs (Sanchez-Rebull et al., 2023). The costs of activities
are distributed among the products that consume them through cost drivers,
which can be any unit that links activities and costs, such as the number of
labor hours or completed orders (Sanchez-Rebull et al., 2023). In other
words, ABC systems allocate overhead costs to multiple cost pools and trace
them to products based on activity measures (Swenson, 1995). This creates
a cause-and-eftect relationship between activities and resource consumption

that supports product costing and cost control (Swenson, 1995).

Today, when we examine ABC, it presents itself as a pre-made costing
method renowned for its reliability and assurance (Jones & Dugdale, 2002).
Beyond being a mere accounting system, ABC stands as a strategic tool crucial
for corporations (Cooper, 1988). The decisions managers face, whether in
pricing, marketing, or product design, all hinge on a precise understanding of
product costs (Cooper, 1988). Indeed, without this foundational knowledge,
effective decision-making becomes an unattainable feat (Cooper, 1988).
Furthermore, ABC offers a strategic lens through which companies can assess
their strengths, weaknesses, and avenues for growth (Quesado & Silva, 2021).
ABC's costing method can be helpful in several ways, such as providing
accurate cost calculation and facilitating better decision-making by oftering
reliable information (Quesado & Silva, 2021). It can also help organizations
improve their overall performance by making them more efficient and
effective (Quesado & Silva, 2021; Tran & Tran, 2022). By identifying the
areas where resources are being spent and where the money is being earned or
lost, ABC costing method can help organizations determine which activities

add value to their products or services and which ones do not (Quesado &
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Silva, 2021). In addition, companies can use ABC in routine planning,
control (Velmurugan, 2010), and decision-making where management needs
precise, reliable, and fast cost information (Tran & Tran, 2022), especially
during economically uncertain and inflationary times (Sanchez-Rebull et al.,
2023). ABC can be particularly attractive to companies as it provides detailed
and valuable cost information useful for decision-making (Sanchez-Rebull et
al.

assessments of product costs and profitability in comparison to more basic

, 2023). Utilizing an ABC system can result in significantly diverse
methods (Cooper, 1988). Kaplan (1994) argues that managers can enhance
their organization's profitability by leveraging the insights provided by ABC
information. However, Gosselin (1997) raises a pertinent question: if ABC

offers demonstrable benefits, why aren't more firms actually employing it?

There are a variety of possible answers to this paradox (Kennedy &
Graves, 2001). The current research suggests that ABC might not suit every
company, as highlighted by Kennedy and Graves in 2001. They pointed out
that successful implementation hinges on various factors (Kennedy & Graves,
2001). Gosselin further supports this notion, emphasizing that the adoption
and execution of ABC are shaped by variables like organizational size,
strategic focus, environmental unpredictability, and product range (2007).
According to Gosselin (1997), many organizations had not given serious
thought to ABC, and a number of organizations that made the decision to
adopt and execute it in the 1990s have since abandoned it. This trend may
stem from a limited understanding of the practical applications of accounting

and control systems, as noted by Malmi (1997).

Additionally, there has been a notable lack of clarity within the
management accounting community about the exact nature of ABC, as
turther discussed by Gosselin in 2007. This confusion has been further
corroborated by survey studies, indicating a widespread misunderstanding of
ABC's fundamentals (Gosselin, 2007). The prevalence of confusion, coupled
with methodological challenges, such as ABC, was found to be more complex

than expected (Gosselin, 2007) and consumed a lot of time (Tran & Tran,
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2022). Velmurugan (2010) highlighted that the perceived complexities in
administering and managing the technical aspects of ABC often lead to its
rejection by businesses. Maurice and Marc have also emphasized the
complexity of ABC in their analysis from 2022. They found that the
complexity of ABC was initially underestimated, which led to difficulties in
its adoption (Maurice & Marc, 2022). Implementing ABC could present
challenges beyond its inherent complexity (Maurice & Marc, 2022). Research
by Swenson (1995), Enes & Kosan (2024), Kennedy & Graves (2001), and
Quesado & Silva (2021) highlighted the significant implementation costs
associated with ABC adoption, not to mention that its maintenance in
dynamic environments can be financially burdensome (Hoozée & Hansen,
2014). Despite these financial investments, the efticacy of ABC in enhancing
performance or adding value to a company is not always guaranteed (Gosselin,
2007). Gosselin's study (2007) underscored this uncertainty, suggesting that
the implementation of ABC does not consistently translate into improved
performance or increased company value. Kennedy & Graves (2001) further
argued that there's insufficient evidence to directly link ABC implementation
with enhanced shareholder value or firm profitability. This lack of concrete
proof, along with substantial investment requirements, might make some

companies hesitant to embrace ABC (Kennedy & Graves, 2001).

Another implementation challenge associated with ABC, as suggested in
various studies, is resistance (Bhimani &Pigott, 1992; Gosselin, 2007; Jones &
Dugdale, 2002; Major & Hopper, 2005; Malmi, 1997; Shield, 1995) rather
than technical or application flaws (Malmi, 1997). Organizational issues,
specifically resistance, have been identified as the main cause of
implementation problems in ABC, rather than technical flaws in the system or
its application (Velmurugan, 2010). The resistance to accounting changes,
specifically to ABC, is commonly attributed to a complex interplay of factors
(Velmurugan, 2010). Economic rationales and political motives often dictate
the acceptance or resistance to such changes (Velmurugan, 2010).
Organizational culture also plays a critical role (Malmi, 1997; Velmurugan,

2010). Additionally, Malmi (1997) identified other influential factors, such as
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the perceived costs and benefits of implementing ABC and power dynamics
within the organization, suggesting that resistance is fundamentally rooted in
the organization's structure. However, the success or failure of ABC is
strongly influenced by various behavioural and organizational factors, which
can vary in their significance across different stages of the process
(Velmurugan, 2010). Culture can also play a crucial role in determining the
most effective implementation strategies for ABC (Velmurugan, 2010). Many
researchers have emphasized that the successful execution of ABC relied
heavily on having the support of top management (e.g., Allain & Laurin;
2018; Anderson, 1995; Anderson & Young, 1999; Briers & Chua, 2001;
Gosselin, 1997; Gosselin, 2007; Gosselin & Journeault, 2022; Major &
Hopper, 2005; Malmi, 1997; Quesado & Silva, 2021; Shields, 1995;
Swenson, 1995). Cooperation from several departments, as well as the support
of business leaders and employees, also influence the successtful

implementation of ABC (Tran & Tran, 2022).

Training is another important factor in determining the success of ABC
implementation (Anderson, 1995; Anderson & Young, 1999; Gosselin, 1997;
Gosselin, 2007; Kennedy & Graves, 2001; Major & Hopper, 2005; Malmi,
1997; Quesado & Silva, 2021; Shields, 1995; Swenson, 1995). Many
researchers have explored firms experiment with ABC in various sectors such
as pharmaceutical firms (Tran & Tran, 2022), manufacturing (Anderson,
1995; Bhimani &Pigott, 1992; Swenson, 1995), restaurant (Enes & Kogan,
2024), land transportation (Baykasoglu &  Kaplanoglu, 2008),
telecommunications company (Major & Hopper, 2005) local government
(Gosselin & Journeault, 2022). However, ABC implementation in
construction companies remained under-explored. This research explores the
implementation of the ABC system in a Saudi construction company by
highlighting the factors that influenced the implementation. By answering the
research question, what are the factors influencing the implementation of

Activity-Based Costing?
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3.Theory

ANT 1is an analytical framework developed by Bruno Latour, Michael
Callon, and John Law in the late 1970s (O'Connell et al., 2014). It originated
from the social study of science and technology (Jones & Dugdale, 2002)

primarily to understand the social construction of science (O'Connell et al.,
2014). It serves as a material-semiotic method that maps relationships both
material (between things) and semiotic (between concepts), emphasizing how
everything in the social and natural worlds is interconnected through these

networks (O'Connell et al., 2014).

ANT examines how networks have been developed and maintained,
focusing on the roles of all actors, both human and non-human, such as
technology (O'Connell et al., 2014), providing a vocabulary for building
networks that describe the coordination of social and technical actors (Uden
& Francis, 2009). It has been particularly influential in accounting research
over the past two decades, allowing scholars to explore how accounting
practices, such as the rise of activity-based costing, influence and are
influenced by local actions and broader networks (O'Connell et al., 2014).
Drawing on actor-network theory, ABC is examined as a socio-technical

system (Jones & Dugdale, 2002).

This theory facilitates understanding of the dynamic interactions within
networks that contribute to the construction and reconstruction of
knowledge, thereby producing accepted facts and influencing organizational
practices and management accounting changes (O'Connell et al., 2014). The
professional literature on management accounting has shown an increasing
interest in new methods of costing products and activities (Bhimani & Pigottt,
1992). This surge coincides with a significant amount of criticism directed
towards traditional volume-based cost models in recent years, particularly
with regard to the accuracy of product costing (Kennedy & Graves, 2001;
Tran & Tran, 2022; Bhimani & Pigottt, 1992; Jones & Dugdale, 2002).
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4. Methodology

This study adopts a qualitative approach to examine the implementation
of ABC in a local firm to investigate factors that influenced ABC
implementation. The firm is located in Makkah Al-Mukaromah, Saudi
Arabia, and it will be referred to as Con. company to ensure confidentiality.
The company was established in 2000 with 1,500,000 Saudi Riyal invested
capital and has over 5000 employees operating in four main departments:
general construction, electromechanical contracting, operation and
maintenance services, and fire extinguishing and alarm works. The company
has carried out huge and numerous construction works in many cities across
Saudi Arabia. Over the years, the cost system used by this company has gone
through several changes since it was first put in place in 2000. Currently, it is
structured on an ABC model. The general management adopted ABC in
2023.

A case study helps to conduct a thorough and in-depth examination at the
necessary level to gain a better comprehension of the execution of cost
systems. (Allain & Laurin, 2018). Therefore, a case study has been conducted
to obtain a comprehensive image of the firm's experiment with ABC
implementation. Interviews usually have higher response rates and involve
verbal exchanges with the participants (Swenson, 1995). During these
interviews, the participants also provided explanations for most of their
responses, which resulted in a rich data set (Swenson, 1995). Verbal
communication also aids the researcher in understanding the participants'
accounting systems, plant operations, products, and customers (Swenson,
1995). This type of communication helps avoid potential misunderstandings,
as the researcher can respond to any questions the interviewees may have
(Swenson, 1995). Therefore, interviews were conducted with a total of 7
individuals during April and July 2024: one Purchase Manager, one Purchase
Officer, four Accountants, and a Field Engineer (Table 1). All the
interviewees were engaged in the ABC implementation process, so they

could provide valuable insight. The researcher has decided to utilize semi-
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structured interviews to gather data. This method offers the opportunity to
ask additional questions when a response is unclear, lacks depth, or when
technical jargon is not fully understood by the respondent (Najera Ruiz &
Collazzo, 2021). It also allows the researcher to explore any hidden meanings
that may be present within a response (Najera Ruiz & Collazzo, 2021).
Follow-up questions were asked. The follow-up questions have provided a
more in-depth understanding of the connections between the factors being
evaluated (Adams, 2017). Also, initial findings were shared with participants
to verify their accuracy and relevance (Miles et al, 2014). Interviews lasted
approximately 38 minutes to one hour. During the assessment, interviewees
were asked to understand why changes were made to the system and whether
it was capable of providing the necessary information (Allain & Laurin, 2018).
They were also asked about the system's intended purpose and whether it
tulfilled those purposes, as well as the important requirements needed to
achieve these objectives (Allain & Laurin, 2018). Following Miles et al. (2014)
and Adams's (2017) approaches, the author listened to the interview
recordings and read the transcripts multiple times to identify themes and issues
and organize the data around both the research questions and the themes and
issues that emerged during the interviews. Through inductive and deductive
coding approaches, three themes were identified: ‘Inside Actors,” ‘Outside
Actors,” and ‘Technology’ (Adams, 2017). From the broad codes, a set of
specific codes emerged entirely from the data (Adams, 2017).

Table 1: Interviewee Information

Interviewee Code | Interviewee Position Date Length of Interview

FE Field Engineer April 8 46 m
PM Purchase Manager April 3 1h12m

Acc. 1 Accountant April 4 1h09m

Acc. 2 Accountant April 6 58 m

Acc. 3 Accountant April 7 55m

Acc. 4 Accountant July 24 38m
PO Purchase Officer July 25 — July 26 42m

5.Findings

The themes and key findings for each specific code arising from the data

are summarized in Tables 2
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Table 2: Schema of Themes and Key Findings

Themes
(Deductive)

Specific codes
(Inductive)

Summary of key findings

Internal actors

Top Management

Management played a crucial role in providing
strategic direction and granting the necessary
approvals for financial investments. By offering
strategic oversight, championing the project, and
allocating  resources, they demonstrated their
commitment to driving the project forward. This
leadership is essential to overcoming resistance and
ensuring that the implementation of the ABC project
aligns with the broader strategic goals of the company

Managers

Facilitating communication between departments,
managing the transition, and utilizing ABC data for
operational improvements.

Managers act as intermediaries between top
management and frontline employees, ensuring that the
implementation is smooth and that the benefits of the
ABC system are fully realized in operational practices.

Employees

Employee buy-in is critical for the success of the new
ABC system, as they are directly involved in its daily
adoption and adaptation. Engaging with the system on
a daily basis, employees enter data and adapt to new
workflows, which ensures the quality of the data
collected and contributes to the overall effectiveness of
the system

Technology

Software

The software is the core of the ABC system, designed
to handle specific costing methodologies and complex
data inputs. This technology has significantly
influenced workflows and information processing
patterns within the company, ensuring that the ABC
system is tailored to the company’s specific needs.
With the right software, the system is well-equipped to
address  industry-specific ~ costing  challenges,
enhancing efficiency and accuracy in data
management.

Hardware

Having adequate hardware supports the necessary
software, manages large volumes of data, and provides
the computational power required to maintain high
performance. These technological elements integrate
to enhance overall productivity and effectiveness in
corporate environments
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Themes Specific codes

(Deductive) (Inductive) Summary of key findings

Yara Soft, serving as the technology provider, their
role extends beyond just providing the software; they
are also involved in assisting with system integration
and offering post-implementation support. This
Yara Soft Company, ongoing support from Yara Soft is vital for addressing
the technical aspects of the implementation, ensuring
the software continuously meets the specific needs of
External actors Con Company, and providing necessary maintenance
and updates.

Offering a comprehensive suite of services, including
implementation, staff training, and support for system
Consulting Company | customization. providing specialized knowledge that
helps avoid common pitfalls and tailor the system to
meet specific organizational needs.

Adaptation and strong linkages between human and non-human actors
are crucial for successtully implementing ABC projects, especially in complex
organizations (Gosselin & Journeault, 2022). According to Gosselin and
Journeault (2022), a network of various actors, including the implementation
team, managers, consultants, budgeting activities, and accounting and
information systems, must interact to facilitate the translation and
implementation of new cost management practices. In the case of Con.
Company, multiple internal and external actors, along with technology,
worked together to form a network that enabled the implementation of ABC.
Key actors included top management, managers, employees, technology,
Yara Soft, and consultants. Their alignment and cooperation were essential
for the successtul implementation of ABC, illustrating the interconnectedness
of various elements within an organizational network. The analysis
revealed that the top management of Con company played a pivotal role
in supporting the shift toward ABC implementation from the beginning
(PM, Acc.1, Acc.2, Acc.3, FE). Their leadership was instrumental in
conducting a thorough and comprehensive analysis of the company’s
project outcomes in 2022 (PM). The objective of the analysis was to
identify the reasons for the shortcomings of their projects (PM). The

company undertook an extensive search to determine the root cause of
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the problems (PM). After a careful examination, the company concluded
that the primary problem was the calculation of the cost of failed projects
(PM). The company found that the cost system was not accurately
accounting for the expenses of the failed projects, leading to inaccurate
reporting and misallocation of resources (PM). As a result of this, Con
Company realized the urgent need to revise their costing system and
procedures to prevent similar problems in the future and started to study their

possible options for a more accurate system (PM), according to FE:

"[...] the chaotic nature of the construction field makes it very hard to
determine the cost very precisely [...] our calculations were not 100%

accurate; we needed a new system for sure."

Chairman of the Board of Directors of the Saudi Contractors Authority,
Zakarya Al-Abdulqader, said that the size of the contracting sector during the
years 2023 and 2024 reached about 280 billion riyals annually ("The Head of
the Contractors," 2024). Al-Abdulqader expected, in statements during the
activities of the International Contracting Conference, that these numbers
would multiply, starting in 2025, by about three times to reach one trillion
riyals annually ("The Head of the Contractors,” 2024). He added that the
Kingdom will sign contracts for contracting projects worth 1.8 trillion riyals
until 2030, expecting this to be reflected in raising the sector’s contribution to
the gross domestic product from its current rate of 6% ("The Head of the
Contractors,” 2024). This projection underscores the intense competition
within the sector. According to Tran & Tran (2022), companies in highly
competitive environments are more likely to implement the ABC system.
Emphasizes the urgent need for Con to improve its performance and maintain

its reputation in light of this intense competition.

The senior management was facing a pressing issue that needed to be
urgently resolved, and they were determined to find a solution as soon as
possible to resolve this issue (PM). This was necessary to obtain a larger
number of projects, which would help to compensate for losses and return the

company to profitability (PM). The result of management’s research to reach
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the best solution was applying a new costing system that determines costs
more precisely (PM). This was after noticing that the costs that were expected
for a number of projects were much lower than the actual costs, which caused
huge losses in several projects (PM). PM gave some insights regarding this

1ssue.

"Often, in the field of construction, construction companies apply to a tender
and submit a bidding after calculating the expected costs of the project and
determining the appropriate profit margin. Accordingly, the construction
company must calculate its costs with high accuracy to ensure the profitability

of the project, and any error in calculating costs will lead to huge losses."

In order to enhance its financial performance, the company sought help
from Yara Soft to adopt a new cost system (PM, Acc.1, Acc.2, Acc.3, Acc.4,
PO, FE). With the strong backing of the senior management, the
implementation process was initiated at the beginning of 2023 (PM, Acc.1,
Acc.2, Acc.3, FE). The accountant and other managers from different
departments showed their support (PM, Acc.1, Acc.2, Acc.3). They
expressed their exhaustion over the mistakes and the wasted time that was
spent redoing their work (Acc.1). The support of the managers and employees
of different departments was significant, as they believed that the new system
would constitute a qualitative shift for the company as a whole (PM). They
were convinced that a system of this complexity and cost is expected to have
more accurate outputs, which will make their work easier (PM, Acc.1, Acc.2,
Acc.3, FE). As Acc.3 commented:

"Expectations of the new system were positive. It will be a tool for developing
the company, especially increasing internal control and the accuracy of
information that helps in making decisions, thus reducing costs in the long

term."

PM stated that:
"[the new system]| helps management make quality and timely decisions

Activity-based costing provides more accurate and detailed information about
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costs, enabling management to make strategic decisions and improve

operational performance."

On the other hand, Acc.2 believed that engineers were resistant,
especially at the beginning of the implementation process. The engineers
thought that it was not necessary to change the old system at all (Acc.2).

According to Acc. 2, some of those resisting the new system were saying.

"It [the new system] is too complex and hard to understand. The Excel sheet

[old system] was just fine."

Acc. 4 also asserted this fact as Acc. 4 noted that:

"There was dissatisfaction among the employees [...] They expressed concerns
regarding the extended implementation period required for the new program,
noting that it could potentially disrupt workflow. Additionally, they found
the program challenging to grasp."

This aligned with Gosselin's findings that one of the main difficulties
encountered regarding ABC implementation was resistance to change (2007).
Resistance to the new system could be attributed to factors reported by
Adams and McNicholas in 2007. They indicated that resistance often arises
from a lack of time to prepare reports and insufficient resources (Adams &
McNicholas, 2007). Implementing a training program could be beneficial in
addressing these issues (Shield, 1995). Such a program should cover the logic,
design, implementation, and usage of ABC systems (Shield, 1995). This
approach not only helps in reducing resistance but also provides non-
accountants with the necessary foundation to accept, understand, and
effectively use ABC information (Shield, 1995). Also, many researchers have
claimed that training is an important factor in implementing ABC successtully
(Anderson, 1995; Anderson & Young, 1999; Gosselin, 1997; Gosselin,
2007; Kennedy & Graves, 2001; Major & Hopper, 2005; Malmi, 1997,
Quesado & Silva, 2021; Shields, 1995; Swenson, 1995). According to all
interviewees, the company trained its employees to ensure adequate

knowledge and understanding to use the new system eftectively (PM, Acc.1,
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Acc.2, Acc.3, Acc.4, PO, FE). Intensive training courses were held for all
employees working on the system, as it took a lot of time, and employees
exerted huge effort (PM, Acc.1, Acc.2, Acc.3, Acc.4, PO, FE). As PO

commented on that

"The most challenging aspect of adopting ABC was managing the extensive
workload while attending training sessions and working on the project

concurrently”.

The training was not limited to understanding how the new system works
but also how the new technology should be used (PM). The previous
technology used by the company was quite basic and involved an Excel file
that was updated sporadically (PM, Acc.1, Acc.2, Acc.3, Acc.4, PO, FE). The
old system was primitive for a company of its size (PM), and it resulted in
numerous errors (PM, Acc.1, Acc.2, Acc.3, Acc.4). These errors led to a
waste of multiple company resources (PM, Acc.1, Acc.2, Acc.3). Many
meetings were held between department managers, senior management, and
Yara Soft company over a period of several weeks in order to identify the key
components for the development of the ABC model, including activities and
cost drivers (PM, FE), along with the performance measures to monitor (PM).
As PM stated:

"[...] It was challenging to identify the overall activities that influence costs,
and it was not easy to select the most suitable cost driver; it would not be

"

efficient if the choices of the cost drivers were not precise |...]

The adoption process for the new cost system necessitated several
modifications to the existing financial system for effective integration (PM,
Acc.1, Acc.2, Acc.3, FE). This included a substantial financial investment and
required the approval and support of top management (PM). Key changes
highlighted by Acc.1 include:

"Establishing new departments to keep up with the system, like the quality

and support department, purchasing a high-quality server, creating an internal
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network with a high level of protection, and training users on the system

Enrolling an information system is a multifaceted process that requires
careful consideration and planning (PM). Based on the insights from
Bloomfield et al. (1992), this process necessitates expanding an actor-network
to incorporate essential personnel and technology. The company has engaged
in a strategic partnership by signing full-time contracts with Yara Soft to
ensure the system's operational integrity and periodic maintenance (Acc. 3,
Acc.4). The company also hired technical experts such as computer engineers,
electricians, quality specialists, and systems analysts (Acc. 3). In alignment with
the system upgrade, there has been a comprehensive renewal of devices (PM,
Acc.1, Acc.2, Acc.3, Acc.4, PO, FE). This renewal process is critical to
maintain compatibility with the new system and to leverage the latest

technological advances (PM).

Alongside significant investment in obtaining sophisticated software and
compatible hardware, Con company also invested heavily in consulting
services (PM, Acc.1, Acc.2, Acc.3, Acc.4, PO, FE). They recognized that for
the implementation to be eftective, they would need to obtain consulting
services to guide them through the process (PM). They made a substantial
investment in acquiring consulting services from a consulting firm that had
expertise in operating such systems, especially in the field of construction
where ABC systems were not commonly used (PM). The consulting services
helped Con Company to successfully implement the ABC system and
improve the data or information that they could obtain from it (PM, Acc. 1).
Consulting services provided important details and oversight that played a
distinctive role in achieving the desired results (PM). This also helped to avoid
errors and improve the level of their work (Acc.2). Con Company believed
that obtaining external opinions was important to control the company's
internal workings directly (PM). Therefore, they actively sought external

input from consulting firms (PM). By doing so, they were able to improve the
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performance of their business and better control their internal operations
(PM, Acc.1).

Acc. 1 reported on the implementation's progress, highlighting the
significant costs incurred due to the need for upgraded software and
compatible hardware and the costs of consulting services. However, the
investment in consulting services paid off, as the ABC system was successfully

implemented and improved the business's performance (Acc.1):

"The costs associated with implementing the new ABC system were very
high, including software, hardware, and consulting services. However, we
deemed these costs necessary to ensure an effective and successful
implementation of the system. I believe that these costs have paid oft in the

end."

The successtul implementation of Con Company's ABC system
exemplifies the application of Actor-Network Theory, highlighting the
interplay among various human and non-human actors. This network
includes top management, department managers, employees, technological
systems, the consulting firm, and Yara Soft, each playing a crucial role in the

system's integration and operation.

Management spearheaded the initiative, providing strategic direction and
necessary approvals for financial investments. Their leadership was vital in
advocating for the change and securing the required resources. Department
managers and employees, as operational actors, were directly involved in the
day-to-day adoption and adaptation of the new system. Their acceptance and
practical engagement were crucial for the ABC system to effectively reflect
the actual costs and activities within the company. The technology, including
new software and hardware, acted as a non-human actor within ANT. It
required configuration and integration into existing systems, which computer
engineers and IT specialists facilitated. The role of technology went beyond
mere tools, influencing workflows and information processing patterns within
Con Company. The consulting firm and Yara Soft were external but integral

actors in this network. The consulting firm brought expertise in ABC
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systems, particularly in the construction industry, guiding Con Company
through the nuances of implementation and helping to tailor the system to
their needs. Yara Soft's role was critical in providing the software solution and
necessary support, ensuring the system was robust and capable of handling the
company's complex costing needs, thereby instilling confidence in the

system's success.

The diverse actor network's collaborative effort was instrumental in the
ABC system's successful implementation. The interactions between these
actors, negotiating, adapting, and aligning their efforts toward a common
goal, underscored the system's success. This collaborative effort allowed Con
Company to overcome resistance, manage the complexity of the new system,
and achieve a more accurate and transparent costing process. The ANT
perspective highlights that the success of such a system is not merely about the
technology but about the dynamic and continuous relationships among all

actors involved, emphasizing the importance of ongoing collaboration.

6. Conclusion

This study's findings align with numerous researchers who have
emphasized that the successful execution of ABC heavily relies on the support
of top management (Allain & Laurin, 2018; Anderson, 1995; Anderson &
Young, 1999; Briers & Chua, 2001; Gosselin, 1997, 2007; Gosselin &
Journeault, 2022; Major & Hopper, 2005; Malmi, 1997; Quesado & Silva,
2021; Shields, 1995; Swenson, 1995). However, successful ABC
implementation is not solely dependent on support from business leaders but
also requires the cooperation of various departments and employees, as noted
by Tran & Tran (2022). This was evident at Con. company, where all
departments collaborated eftectively with Yara Soft to ensure a seamless

transition and optimize the implementation process.

This study demonstrates the factors that influence the adoption and
implementation of ABC in an industry that does not commonly apply it to
have an adequate system that would ofter outcomes that aid the company in

planning, controlling, and decision-making processes. The interview findings
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show that many human and non-human actors impacted this change. As
actor-network theory suggests, adopting an innovation involves adapting it,
achieved through a collective construction eftfort of both human and non-
human actors (Alcouffe et al., 2008). The eftective utilization of Con.
Company's ABC system serves as a prime example of applying the ANT,
highlighting the interaction among different human and non-human
elements. This network comprises senior management, department heads,
staft, technological infrastructure, the consulting company, and Yara Soft,
each fulfilling a vital role in integrating and operating the system. Through
collaborative teamwork and dynamic connections, the diverse actor network
significantly contributed to the successful implementation of the ABC system,
enabling Con. company to overcome opposition, handle complexity, and
establish a more precise and transparent cost estimation process. This research
provides valuable insights into adopting sophisticated costing methods in the
construction industry, highlighting that successful implementation depends on
a well-coordinated network of actors capable of dynamically interacting and

adapting to the evolving organizational and technological landscape.

Although some tentative conclusions can be highlighted from the
presented case study, the small sample size typical of such research must be
considered. The study faced time and interview-related limitations, and with
more time and a larger sample size, a broader range of perspectives and
experiences could have been captured, adding depth to the findings.
Additionally, incorporating secondary documents like internal reports could
have enriched the research, offering a more layered understanding of the
company's practices and the broader aspects of ABC implementation. To
address these limitations, a longitudinal study following the company over
several years is recommended, as it would provide insights into the long-term
impacts of ABC implementation, changes in cost management effectiveness,
and strategic decision-making while uncovering the evolving nature of

challenges and benefits associated with ABC over time.
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