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Abstract 

The aim of this research is to implement the Performance Focused Activity Based Costing System in scientific and 
consultancy offices at the The University of Technology. The purpose is to measure the cost of services provided by these 
offices in order to reduce expenses and calculate the cost of consultancy services according to traditional systems. 
Additionally, the study seeks to calculate the cost of consultancy services based on the proposed model, which relies on 
the Performance Focused Activity Based Costing System to achieve more accurate cost calculations. To test the research 
hypothesis, the study was conducted in the consultancy offices of the The University of Technology. The most significant 
findings reveal that relying on traditional cost measurement methods and techniques renders these offices unable to keep 
pace with the developments in the business environment. In contrast, adopting the Performance Focused Activity Based 
Costing System is capable of reducing costs and enabling these offices to sustain their operations over the years. 
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Introduction 

The contemporary business environment in various economic and service sectors has witnessed significant 
developments, along with advancements in information technology. This has prompted businesses to take 
measures to ensure their survival and continuity in the competitive market. Various competitive priorities, such 
as time, flexibility, cost, and quality, have been adopted by these businesses to meet the needs and requirements 
of their customers. Consequently, large industries have emerged, producing a diverse range of goods and 
services, aligned with technological advancements. (Almasarweh et al., 2022)  

As a result of this progress, the significance of cost accounting in providing detailed data and 
real-time information to manage these economic and service units efficiently has become 
evident. Management in these diverse units has begun to seek modern cost management 
methods to achieve their objectives, including the adoption of the Performance Focused 
Activity Based Costing (PFABC) technique (Pinem & Listyorini, 2022). 
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Conceptual Framework - Performance Focused Activity Based Costing (PFABC) 

The definition of Performance Focused Activity Based Costing (PFABC) can be described as a 
system that identifies the actual costs of each activity separately and with high precision. It takes 
into consideration the appropriate cost drivers, providing flexibility as some activities may have 
non-time-related cost drivers. Furthermore, PFABC serves as a tool for allocating indirect costs, 
evaluating performance, and providing accurate and suitable information for control and decision-
making (Mansour et al., 2016, p. 165; (Ginting et al., 2022). On the other hand, Naaman defines it 
as a cost method distinguished by its high accuracy in calculating the cost of the produced unit and 
furnishing management with precise and relevant information for control, performance evaluation, 
and improvement of various decisions (Naaman, 2017, p. 6; (Zhang et al., 2022). 

The researcher believes that PFABC relies on computing the actual cost of each activity 
independently, using the appropriate cost drivers. It differentiates itself by depending on 
multiple cost drivers, setting it apart from its predecessors. 

Steps for implementing the (PFABC) technique 

To apply the (PFABC) approach, the following steps must be followed: 

Step One: Determining Major Activities 

This stage bears resemblance to the initial step of the ABC system (first generation). During 
this phase, the characteristics and expenditure patterns associated with each activity are 
discerned, aspects that were excluded in the TDABC system (second generation) later on. 
(Namazi, 2009:36; (Dierksmeier, 2022). 

Step Two: Identifying the Actual Resources Utilized for Each Activity 

Employees responsible for executing and designing specific activities determine the exact type 
and quantity of resources actually used for each activity. 
(Al-Shiblie, 2017:49; (Kasim et al., 2023). 

Step Three: Determining the Real Rate of Each Resource Activity 

In the (PFABC) system, the actual rate for each activity is individually computed based on 
various operational programs and factual data acquired from the facility. This is accomplished 
by dividing the actual costs by the appropriate cost driver assigned to each activity. 
(Al-Obaidi, 2020:27; (Syaufi et al., 2023). 

Step Four: Calculating the Actual Cost of Resources Consumed for Each Activity 

The precise cost of resources consumed for each activity is established by considering the cost 
behavior of the resource in question. If the resource's behavior is adaptable, it results in variable 
costs, which can be computed using the following formula: 

Actual cost of resources consumed for each activity = Actual resource consumed for each 
activity * Actual rate of the resource consumed for each activity. 
(Namazi, 2009:37-39; (Idan, 2023). 

The first approach: Flexible Costs Assignment Approach 

Under this method, mandatory costs, such as machinery, labor, and information technology, 
are allocated as shared costs that should be distributed across multiple activities that share these 
expenses. The cost driver used to allocate or distribute costs under this approach is the flexible 
cost for each activity. 
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The second approach: Cost-Driver Assignment Approach 

In this method, the cost manager of the cost center determines the cost driver for each activity, 
which can be achieved through the accounting information system, other systems, prior 
experience, and statistical methods. 

The third approach: Weighted Average 

The weight here is based on the quantity of resource consumption for each activity, and several 
factors are considered in determining the weight, such as the complexity of activity 
performance, the time required to perform a specific activity, or the amount of resources 
consumed. 

The fourth approach: Net Realizable Value 

This approach focuses on estimating the revenues and profits that activities can potentially 
generate. While these estimates can be challenging for accountants, they are not difficult or 
complex tasks for employees and management involved in the process. 
(Namazi: 2009, 37-40; Tolmay, 2022). 

The Fifth Approach: Multi-Criteria Decision Model 

This approach involves multiple activities that require various cost drivers, including 
quantitative, qualitative, or descriptive factors. The final choice among these five approaches 
for resource allocation depends on several factors, such as the amount of available information, 
management preference for a particular method, and the level of accuracy required for cost 
allocation. (Al-Mayali, 2020:32; Phuong, 2023). 

Step Five: Calculating Activity Standard Rate 

The activity standard rate is estimated using various means, such as work measurement 
techniques, market mechanisms, internal and external benchmarks, and the potential use of 
statistical methods like regression analysis and time series. (Al-Mayali, 2020:33). 

Step Six: Calculating Activity Price Variance 

The price variance is calculated by multiplying the actual resources required for each activity 
by the standard rate of the consumed resources. The resulting value is then subtracted from 
the actual cost of the activity, determining the price variance by comparing actual costs with 
the flexible budget in the following ways: 

If Flexible Budget > Actual Cost, it signifies an unfavorable variance. 

If Flexible Budget < Actual Cost, it denotes a favorable variance. 

If Flexible Budget = Actual Cost, it indicates no variance. (Al-Obaidi, 2020:29). 

Step Seven: Calculating the Costs of Implemented Activities 

This step is similar to the Time-Driven Activity-Based Costing (TDABC) approach. However, 
the Performance-Focused Activity-Based Costing (PFABC) approach explicitly studies the 
behavior of consumed resources, classifying them as either flexible or committed resources, as 
illustrated in the following equation: (Al-Obaidi, 2020): 

Cost charged for obligated resources = (standard quantity of resources * quantity of actual 
work) * standard price of obligated resources 
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The load is calculated according to the following relationship: 

Cost of implemented obligatory resources = (standard resource for unit production * quantity 
of actual work) * standard price of obligatory resources 

8- Step Eight: Calculating the Quantity Variance 

This stage entails evaluating whether the production manager has utilized resource quantities 
in the actual production of a particular product or service that surpass the standard amounts. 
It serves as an assessment of the production manager's performance. (Melani, 2013:294). 

This variance is unique to the PFABC system and is determined by considering the flexible 
budget and actual resources utilized. There are three scenarios for this evaluation: 

If FB < AR, it indicates an undesirable deviation and a negative performance evaluation. 
If FB > AR, it indicates a desirable deviation and a positive performance evaluation. 
If FB = AR, it indicates no deviation. 

Step Nine: Calculating the Productivity of Each Activity The productivity of each activity is 
considered one of the most crucial pieces of information in the process of evaluating 
management performance, which is not present in both (ABC\TDABC). However, it is 
deemed a vital step in the activity-based performance-focused cost approach. Productivity is 
measured through (Namazi, 2009:41): 

Productivity = Efficiency + Effectiveness 

If the actual < budget, it indicates a desirable deviation and positive efficiency. 
If the actual > budget, it indicates an undesirable deviation and negative efficiency. 
If the actual = budget, it indicates no deviation 

The difference in efficiency reveals whether the designated resources, such as time, have been 
used effectively or not. As a result, it provides insight into the effectiveness of managers 
responsible for setting wage and salary rates, as well as the efficiency of the production 
manager. Conversely, the variance in effectiveness indicates whether the planning manager has 
achieved the predetermined objectives or not. (Namazi, 2009:41). 

Secondly – Consultancy Services 

Diverse definitions of consultancy services have been presented by authors, researchers, and 
organizations. The American Institute of Certified Public Accountants (AICPA) categorizes it 
as professional management consultations with a primary focus on improving clients' efficiency 
and effectiveness in achieving organizational goals through the optimal use of available 
resources and efforts (Enforceable MAS Standard Draft Issued 1981:3). Conversely, the Iraqi 
Business Management Association views it as professional work conducted by trained and 
qualified individuals who offer scientific assistance and support to managers in various 
institutions and establishments (Journal of Iraqi Business Management, 1970:10). Arthur 
Schulte's perspective, however, depicts it as qualified individuals providing managerial services 
by offering guidance and support based on established rules without decision-making authority 
(Arthur Schulte, 1966:723). 

The Applied Aspect - Application Steps for the University of Technology’s Scientific 
and Consultancy Services Office. 

Step One: Identifying Core Activities: The following table outlines the activities carried out by 
the Consultancy Office at the The University of Technology: 
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Table (3): Core Activities and Utilized Resources in the Scientific and Consultancy Services 
Office – The University of Technology 

Resources used in the activity Activities  

Engineering experts - materials - machinery 
and equipment 

designs numbers 1 

Engineering experts - materials - machinery 
and equipment 

Operating laboratories and conducting tests 2 

Engineering experts 
Checking the technical specifications of roads 
and bridges 

3 

Engineering experts Consultancy and construction services 4 

Engineering experts Consultancy services for auditing studies 5 

Engineering experts Consultancy services for preparing studies 6 

Engineering experts - materials - machinery 
and equipment 

Carrying out design calculations for 
tanksLPG) capacity of 10 tons 

7 

Engineering experts - materials - machinery 
and equipment 

Installation of gas units No8 8 

Consultants - machinery and equipment 
Consultancy services for the installation of 
gas units 

9 

Engineering experts - materials - machinery 
and equipment 

Project survey services 10 

Engineering experts - materials - machinery 
and equipment 

Conducting soil investigations and approving 
plans 

11 

Consultants 
Providing Consultancy services for the design 
of a rest house 

12 

Engineering experts - machinery and 
equipment 

Conducting soil investigations for residential 
complexes 

13 

Engineering experts - machinery and 
equipment 

Various services/oil companies 14 

Source: prepared by the researcher based on the data of the Office of Scientific and 
Consultancy services - University of Technology. 

Each activity executed in the sample represents contracts undertaken by the Scientific and 
Consultancy Services Office at the University of Technology the year 2017, totaling 14 
contracts, all of which represent core activities of the office. 

3-2-1-2 Step Two: Identifying the Actual Resources Used for Each Activity 

This step focuses on selecting the bases for cost allocation to allocate indirect costs to products 
or services. 

Table (4): Identifying the Actual Resources Used for Each Activity 
 Basis for allocation  

10,000 Direct working hours 1 

2000 Scanning times 2 

1000 Machine operating hours 3 

3000 setup times 4 

5,000,000 Equipment cost 5 

50 audit times 6 

20 design times 7 

500 design hours 8 

2000 square meters space 9 

50 Number of employees 10 
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 Basis for allocation  

200,000,000 cost of buildings 11 

100 maintenance times 12 

20 Installation times 13 

500 maintenance hours 14 

100 Installation hours 15 

200 setup hours 16 

80 audit hours 17 

300 examination hours 18 

70 scanning times 19 

350 scanning hours 20 

Source: The researcher based on the data of the Consultancy office - University of Technology 
From the above table, the allocation bases adopted by the Scientific and Consultancy Services 
Office at the The University of Technology for each activity undertaken by the office are 
observed. 

3-2-1-3 Step Three: Determine the Actual Cost of Resources Consumed for Each 
Activity 

The actual cost of each activity is calculated based on the data obtained from consultancy 
offices, including both flexible and fixed elements. 

Table (5): Determining the Actual Cost of Resources Consumed for Each Activity (Flexible 
and Fixed). 

Inflexible 
costs 

Flexible costs 2017 dinars/total productivity Details 
Directory 
number 

    
Maintenance 
Services: 

331 

300,000 700,000 2500250 1,000,000 
Building 
Maintenance 

33121 

3,000,000 2,000,000 5,686,000 5,000,000 
Maintenance of 
machinery and 
equipment 

3313 

0 0 829,000 0 
Transportation 
maintenance 

3314 

700,000,000 500,000,000 1538495186 1200000000 
Research and 
Consultancy 
services 

332 

    
Advertising and 
hospitality 

333 

0 0 11,272,000 0 Advertising 3331 

0 0 924,000 0 Publish and print 3332 

0 0 2484950  hospitality 3334 

    
Transfer, dispatch 
and 
communication 

334 

0 0 1,639,000  General contacts 3344 

    Fixed asset rental 335 

0 0 2,688,000 0 
Transport and 
transportation 
rental 

3354 

    
Miscellaneous 
service expenses 

336 

0 0 2,915,000  
Bonus for non-
working people 

3363 
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Inflexible 
costs 

Flexible costs 2017 dinars/total productivity Details 
Directory 
number 

75,000 0 375,000 375,000 
Training and 
qualification fees 

3367 

  2446892  Other expenses 3369 

 0 5025000  Audit fees  

 0 6,399,000  
Conferences and 
seminars 

 

    
Depreciation of 
fixed assets 

 

 0 6,165,625 0 

Extinction of 
means of 
transportation 
and transmission 

 

3,000,000 0 10511113 3,000,000 
Depreciation of 
Furniture 

 

    
Miscellaneous 
transfer expenses 

 

10,000,000 0 10,000,000  
Donations to 
others 

383 

19944497 20,000,000 59944497 30,000,000 taxes and fees 384 

Source: The researcher based on the data of the Office of Scientific and Consultancy services 
- University of Technology 

It is noted from the above table that the third step of the Progressive Formulation and Activity-
Based Costing (PFABC) technique involves calculating the production costs from the total 
actual consumed resources and dividing the production costs into flexible and fixed costs. 

Table (6): Flexible and Fixed Costs 

cost purposes 

Flexible material 
Inflexible 
materials fuel and oils 

Supplies and 
missions 

Stationery 

Contract for design preparation 0 50,000 70,000 30,000 

Contract for laboratory 
operation and conducting tests 

600,000 30,000 90,000 160,000 

Contract for technical 
specifications auditing of roads 
and bridges 

0 60,000 20,000 40,000 

Consultancy and construction 
services contract 

0 90,000 30,000 70,000 

Contract for consultancy 
services to review studies 

0 30,000 40,000 50,000 

Contract for consultancy 
services to prepare studies 

0 80,000 60,000 100,000 

Consultancy contract for 
conducting design calculations 
for a 10-ton LPG tank 

0 70,000 10,000 40,000 

Consultancy and construction 
services project for the 
installation of 8 gas units by the 
International Free Company 

1,700,000 75,000 120,000 500,000 

Consultancy and construction 
services project for the 
installation of gas units by the 
International Free Company 

500,000 65,000 60,000 60,000 
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cost purposes 

Flexible material 
Inflexible 
materials fuel and oils 

Supplies and 
missions 

Stationery 

Contract for surveys of the 
Abu Ghreib project in Maysan 
Governorate 

400,000 30,000 50,000 80,000 

Contract for soil investigations, 
verification, and approval of 
telecommunications tower 
foundations for the installation 
of 76m tall communication 
towers project sites 

300,000 10,000 100,000 200,000 

Provision of engineering 
consultancy services for 
designing a rest house at the 
Holy Karbala branch 

0 30,000 80,000 50,000 

Contract for soil investigations 
for a horizontal residential 
complex project in Salah al-Din 
Governorate 

500,000 10,000 70,000 130,000 

Oil company contracts 1,000,000 370,000 1,200,000 5447050 

Total direct and indirect 
materials for all contracts. 

5,000,000 1,000,000 2,000,000 6957050 

Source: The researcher based on the data of the Office of Scientific and Consultancy services 
- University of Technology 

Table (7) Flexible and inflexible wages 

Cost purposes 
Flexible wages / 
incentive bonuses 

Inflexible 
wages 

 

Contract for design preparation 15,000,000 1,000,000 1 

Contract for laboratory operation and conducting tests 1,200,000 800,000 2 

Contract for auditing technical specifications of roads and 
bridges 

900,000 500,000 3 

Consultancy and construction services contract 11,500,000 800,000 4 

Contract for consultancy services to review studies 10,500,000 1,000,000 5 

Contract for consultancy services to prepare studies 5,100,000 900,000 6 

Consultancy contract for conducting design calculations for a 
10-ton LPG tank 

7,000,000 800,000 7 

Consultancy and construction services project for the 
installation of 8 gas units by the International Free Company 

0 - 8 

Consultancy and construction services project for the 
installation of gas units by the International Free Company 

3,000,000 1,000,000 9 

Contract for surveys of the Abu Ghreib project in Maysan 
Governorate 

12,000,000 1,200,000 10 

Contract for soil investigations, verification, and approval of 
telecommunications tower foundations for the installation of 
76m tall communication towers project sites 

0 - 11 

Provision of engineering consultancy services for designing a 
rest house at the Holy Karbala branch 

12,000,000 800,000 12 

Contract for soil investigations for a horizontal residential 
complex project in Salah al-Din Governorate 

11,000,000 1,500,000 13 

Oil company contracts 60,800,000 11376806 14 

Total direct and indirect expenses. 150,000,000 21676806  

Source: The researcher based on the data of the Office of Scientific and Consultancy services 
- University of Technology 
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The table above demonstrates that the wage costs have been divided into flexible wage costs 
and fixed wage costs for the implementation of the Progressive Formulation and Activity-
Based Costing (PFABC) technique in the third step, to determine all direct and indirect cost 
elements. 

3-2-1-4 Step Four: Determining the Actual Rate of Each Resource Activity 

The actual rate of each activity’s cost is calculated by dividing the actual costs of each activity 
by the cost driver and the three cost elements, as illustrated in the following equation: 

Actual Activity Rate = Actual Costs of the Activity / Activity Cost Driver 

Table (8): Actual Activity Rate 

Directory 
number 

Details 
indirect 

production 
costs 

Inflexible 
costs 

Cost driver 
Activity 
amount 

Actual load 
rate 

3000 
Building 

maintenance 
300,000 

maintenance 
times 

100 33121 

6000 
Machinery and 

equipment 
maintenance 

3,000,000 
maintenance 

hours 
500 3313 

700,000 
Research and 
consultancy 

services 
700,000,000 

Direct working 
hours 

1000 332 

7.5 
Training and 
qualification 

wages 
75,000 

Direct working 
hours 

10,000 3367 

0.1 
Depreciation 
of furniture 

3,000,000 Furniture cost 30,000,000  

1000 
Donations to 

others 
10,000,000 

Direct working 
hours 

10,000 383 

9972 Taxes and fees 19944497 space 
2000 square 

meters 
384 

Source: The researcher based on the data of the Office of Scientific and Consultancy services 
- University of Technology. 

Through the above table, the actual rate for each activity cost has been calculated as follows: 
(Actual Costs / Activity Cost Driver). For instance, the building maintenance costs were 
calculated as (300,000 / 100) = 3,000 per load, and the same process was applied to all other 
costs. 

3-2-1-5 Step Five: Calculating the Activity Standard Rate 

The standard rate for each activity is determined through various methods, including relying 
on estimations provided by accountants and administrators. The researcher sought the input 
of experts to establish these rates. Additionally, this step requires estimating the standard 
resources needed for each activity. 
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Table (9): Activity Standard Rate 

Standard load rate cost driver 
Details/indirect production 

costs 

3500 maintenance times Building Maintenance 

5000 maintenance hours 
Maintenance of machinery and 
equipment 

500,000 Direct working hours Research and Consultancy services 

6 Direct working hours Training and qualification fees 

0.1 Furniture cost Depreciation of Furniture 

900 Direct working hours Donations to others 

10,000 space taxes and fees 

Source: The researcher based on the data of the Office of Scientific and Consultancy services 
- University of Technology. 

After calculating the standard rate for each activity, the expertise of specialists was relied upon 
to determine the standard rates and identify the standard resources required for applying 
Performance-Focused Activity-Based Costing (PFABC) technique. Additionally, the data from 
Step Two was utilized to determine the cost driver. 

3-2-1-6 Step Six: Calculating Activity Price Variance 

The activity price variance is calculated by multiplying the actual resources for each activity by 
the standard rate and then subtracting the result from the actual costs. Subsequently, the actual 
cost is compared to the flexible budget cost to determine the extent of the price variance's 
appropriateness. This comparison is illustrated in the following tables: 

Table (10): Activity Price Variance for Flexible Costs 

Nature Of 
Deviation 

Standard 
load rate 

Activity 
Quantity 

Standard 
cost 

Actual 
flexible 
costs 

Deviation 
Details/indirect 

production 
costs 

Suitable 3500 100 350,000 300,000 50,000+ 
Building 
Maintenance 

Not 
suitable 

5000 500 2,500,000 3,000,000 -500,000 
Maintenance of 
machinery and 
equipment 

Not 
suitable 

500,000 1000 500,000,000 700,000,000 -200,000,000 
Research and 
Consultancy 
services 

Not 
suitable 

6 10,000 60,000 75,000 -15,000 
Training and 
qualification fees 

nothing 0.1 30,000,000 3,000,000 3,000,000 0 
Depreciation of 
Furniture 

Not 
suitable 

900 10,000 9,000,000 10,000,000 -1,000,000 
Donations to 
others 

suitable 10,000 
2000 square 

meters 
20,000,000 19944497 55503+ taxes and fees 

suitable 5000 2000 10,000,000 8,000,000 2,000,000 Flexible materials 

Not 
suitable 

97500 1000 97,500,000 150,000,000 52500000)) Flexible wages 

Source: The researcher based on the data of Table (4) and Table (9) 
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Through the table above, the deviation of activity prices has been calculated as follows: 
(Standard loading rate calculated in step five X quantity of activity in step four) to determine 
the standard cost and compare it with the actual inflexible costs. For instance, the maintenance 
costs for buildings were calculated as (3500 * 100) = £350,000 as the standard cost, and the 
deviation for building maintenance was determined as (£350,000 - £300,000) = £50,000, a 
favorable deviation. The same process was applied for all flexible costs. 

Table (11): Deviation of Activity Prices for Inflexible Costs 
Nature of 
deviation 

Standard 
load rate 

Activity 
Quantity 

Standard costs Actual costs Deviation Cost details 

Not suitable 7000 1000 7,000,000 6957050 42950 
direct materials 
(inflexible) 

Not suitable 11,000 2000 22,000,000 21676806 323194 
direct wages 
(inflexible) 

Not suitable 7500 100 750,000 700,000 50,000 
Building 
Maintenance 

Not suitable 450 5000 2,250,000 2,000,000 250,000 
Maintenance of 
machinery and 
equipment 

suitable 490,000 1000 490,000,000 500,000,000 50,000,000 Research services 

Not suitable 10500 2000 21,000,000 19944497 1855503 taxes and fees 

Source: The researcher based on the data of Table (4) and Table (10). 

The above table illustrates the standard loading rate for materials, wages, and inflexible indirect 
costs, along with the quantity of activity for each of them, determining the standard costs. 

Step 7: Calculating the Costs of Implemented Activities 

In this step, the costs of implemented activities are determined using the following equation: 

Implemented Activity Costs = (Standard quantity of resources * Actual quantity of work) * 
Standard price of resources. The following table presents the results: 

Table (12): Deviation of Activity Prices for Inflexible Costs 

Total 
standard 
quantity 

actual work 
amount 

The standard 
price of 

resources 

Inflexible (fixed) 
costs. 

38,500,000 110 100 3500 Building Maintenance 

1200000000 480 500 5000 
Maintenance of 
machinery and 
equipment 

450000000000 900 1000 500,000 
Research and 
Consultancy services 

57,000,000 9500 10,000 6 
Training and 
qualification fees 

93,000,000 31,000,000 30,000,000 0,1 
Depreciation of 
furniture 

108000000000 12,000 10,000 900 Donations to others 
300,000,000,000 1500 2000 10,000 taxes and fees 

6650000000 950 1000 7000 
Inflexible direct 
materials 

46200000000 2100 2000 11,000 Inflexible direct wages 

Source: The researcher based on the data of Table (4) and Table (8). 
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The above table shows the inflexible costs applied, their standard and actual quantities, and the 
standard price for each activity. The costs of the applied activities were calculated according to 
the following 

Total costs for inflexible building maintenance = (standard quantityX actual quantity) X 
standard price 

= (110 x 100) x 3500 
385000 = 

And so on for the rest of the inflexible costs of materials, wages and indirect costs 

Table  (13): Flexible Incurred activity costs 

Total 
standard 
quantity 

actual workload 
The standard 

price of 
resources 

Flexible costs 

73,500,000 98 100 7500 Building Maintenance 

123,750,000 550 500 450 
Maintenance of 
machinery and 
equipment 

539000000000 1100 1000 490,000 
Research and 
Consultancy services 

43050000000 2050 2000 10500 taxes and fees 

22000000000 2200 2000 5000 
direct (flexible) 
materials 

10237500000 1050 1000 9750 direct wages (flexible) 

Source: The researcher based on Table (4) and Table (9). 

3-2-1-8 Step Eight: Calculating Quantity Variance: 

The performance of consultancy offices is measured, which were not present in the previous 
entries of ABC. In this context, the Flexible Budget and Applied Resources are taken into 
account to calculate the quantity variance using the following equation: 

QV=(AQ*SP)-(SQa*SP) 
Where: 
QV = quantity deviation 
AQ = Amount of Actual Resources Used 
SP = resource standard price 
SQa = standard resource quantity for actual production 

The following tables show the results 

Table (14): Calculating the Quantity Variance for Inflexible Resources. 

nature of 
deviation 

standard quantity× 
Standard rate 

Standard 
costs 

standard quantity 
for actual 

productionx 
standard rate 

Incurred 
costs 

deviation costs 

suitable 110 3500 385,000 100 3500 350,000 35,000 
Building 
Maintenance 

Not suitable 480 5000 2,400,000 500 5000 2,500,000 (100,000) 

Maintenance 
of 
machinery 
and 
equipment 
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nature of 
deviation 

standard quantity× 
Standard rate 

Standard 
costs 

standard quantity 
for actual 

productionx 
standard rate 

Incurred 
costs 

deviation costs 

suitable 900 500,000 450,000,000 1000 500,000 500,000,000 50,000,000)) 
Research 
services 

Not suitable 9500 6 57,000 10,000 6 60,000 3000)) 
Training and 
qualification 
fees 

suitable 31,000,000 0,1 3,100,000 30,000,000 0.1 3,000,000 100,000 
Depreciation 
of furniture 

suitable 12,000 900 10,800,000 10,000 900 9,000,000 1,800,000 
Donations 
to others 

Not suitable 1500 10,000 15,000,000 2000 10,000 20,000,000 5000000)) 
taxes and 
fees 

Not suitable 950 7000 6,650,000 1000 7000 7,000,000 350000)) 
Inflexible 
direct 
materials 

suitable 2100 11,000 23,100,000 2000 11,000 22,000,000 1,100,000 
Inflexible 
direct wages 

Source: The researcher based on the data of Table (5) and Table (12). 

Table (15) Calculating quantity deviation for flexible resources 

Nature of 
Deviation 

standard 
quantity× 

Standard rate 
Standard costs 

Standard 
quantity for 

actual 
productionx 
standard rate 

Incurred costs deviation Costs 

Not suitable 98 7500 735,000 100 7500 750,000 15000)) 
Building 
Maintenance 

Not suitable 550 450 247,500 500 450 225,000 22500)) 
Maintenance of 
machinery and 
equipment 

suitable 1100 490,000 539,000,000 1000 490,000 490,000,000 49,000,000 
Research 
services 

suitable 2050 10500 21,525,000 2000 10500 21,000,000 525,000 taxes and fees 

suitable 2200 5000 11,000,000 2000 5000 10,000,000 1,000,000 
Flexible direct 
materials 

 1050 9750 10,237,500 1000 9750 9,750,000 487,500 suitable 

Source: The researcher based on the data of Table (9) and Table (12). 

Through the above table, the standard costs for the cost elements (materials, wages, flexible 
indirect costs) were calculated through the standard quantity multiplied by the standard rate 
and compared with the charged costs that were calculated for the cost elements (materials, 
wages, flexible indirect costs) calculated through (the standard quantity multiplied by the 
standard rate). PFABC. 

3-2-1-9 The ninth step: Calculating the productivity of each activityCalculating the 
Productivity Each Activity) 

It is the last step in the performance-based activity-based costing methodPFABC, in which the 
productivity of each activity is calculated by adding the efficiency deviation and the 
effectiveness deviation as follows: 

Efficiency skew = price skew + quantity skew 
Effectiveness deviation = costs of implemented activities - costs of planned activities 
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And as in the table below 

Table: (16): Efficiency deviation 

Nature of Deviation price deviation 
quantity 
deviation 

Efficiency deviation costs 

Preferred 50,000 35,000 85,000 
Building 
Maintenance 

Not preferred (500,000) (100,000) (600,000) 
Maintenance of 
machinery and 
equipment 

Not preferred (20,000,000) (50,000,000) (70,000,000) Research services 

Not preferred (15000) (3000) (18000) 
Training and 
qualification fees 

Preferred 0 100,000 100,000 
Depreciation of 
furniture 

Preferred (1000000) 1,800,000 800,000 Donations to others 

Preferred 55503 525,000 580503 taxes and fees 

Not preferred 42950 (350,000) 307050)) 
Inflexible direct 
materials 

Preferred 323194 487,500 164,306 
Inflexible direct 
wages 

Source: Based on Table (10) and Table (14). 

The table above illustrates the efficiency deviation of the Scientific and Consultancy Services 
Office at the Technological University for Resources in the year 2017, based on the data of 
Step (6) indicating the deviation of activity prices, and the data of Step (8) revealing the quantity 
deviation. Productivity deviation is calculated using the following equation: 

Productivity = efficiency deviation + effectiveness deviation 

Table: (17) Calculating productivity deviation 

Nature of 
Deviation 

Efficiency 
deviation 

efficacy deviation 
The amount of 

productivity 
deviation 

costs 

Preferred 85,000 35,000 120,000 
Building 
Maintenance 

Not preferred (60,000) (100,000 700,000) 
Maintenance of 
machinery and 
equipment 

Not preferred (70,000,000) 50,000,000)) (120,000,000) Research services 

Not preferred (18000) 3000)) (21000) 
Training and 
qualification fees 

Preferred 100,000 100,000 200,000 
Depreciation of 
furniture 

Preferred 800,000 1,800,000 2,600,000 
Donations to 
others 

Preferred 580503 5000000)) 80503 taxes and fees 

Not preferred (30705) 350,000 (657050) 
Inflexible direct 
materials 

Preferred 164,306 1,100,000 1264303 
Inflexible direct 
wages 

Source: Based on Table (11) and table (15). 
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Based on the information provided in the previous investigations (both theoretical and 
practical), it can be demonstrated that the fundamental hypothesis “the implementation of 
Performance-Focused Activity-Based Costing (PFABC) technique in the sample of research 
consultancy offices contributes to improving the measurement of consultancy services costs.” 

Conclusions 

1. The theoretical study reveals that the activity-based performance-focused cost approach 
provides measures for price, quantity, and efficiency variances for flexible resources, as 
well as budget and capacity variances for committed resources. It aids in measuring the 
productivity of each activity through the analysis of efficiency and effectiveness elements. 

2. Implementing the PFABC technique in consultancy offices can lead to the establishment 
of an efficient administrative system that contributes to planning, controlling, and 
evaluating performance. 

3. The application of PFABC in consultancy offices helps in accurately determining the cost 
of services 

4. The practical aspect of PFABC in consultancy offices demonstrates the accurate cost 
determination of activities and working towards reducing them, leading to increased 
profitability. 

5. The implementation of the activity-based performance-focused cost approach aids in 
measuring the cost of consultancy services with greater accuracy for contracts and projects 
in the researched consultancy offices, thereby increasing profits. 

6. The intensifying competition among units has encouraged the continued pursuit of 
discovering new techniques such as PFABC to reduce costs, increase profits, and enhance 
performance, indicating that cost accounting is undergoing continuous development. 
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