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ABSTRACT 

Top level management is in the position of approval of the costing system used in the 

apportioning of the company’s overhead costs in any organization. Changing from the 

traditional volume-based costing system to implementing activity-based costing system will 

definitely requires the unflinching support of top management. Using a survey research 

design, this study examines the influence of top management support on activity-based 

costing implementation in the Nigerian manufacturing sector. Data were obtained using 

structured questionnaire administered to 500 Accountants, Cost Accountants, Management 

Accountants and Financial Managers who are in full-time employment of 24 randomly 

selected manufacturing firms listed in the Nigerian Stock Exchange. The result of regression 

analysis revealed that there is a significant relationship between the extent of activity-based 

costing implementation and top management support in the Nigerian manufacturing sector. It 

is recommended that future studies should seek to investigate the influence of other 

contextual factors such as competition and product diversity. 
 

KEYWORDS: Top Management, Product Costing, Activity-Based Costing, Manufacturing, 

Accounting. 
 

INTRODUCTION 

At the moment, accurate costing information is crucial for businesses to maintain a 

competitive advantage over its competitors. This has made businesses to change their costing 

system from the traditional absorption system to implementing activity-based costing system. 

The implementation of information systems generally and activity-based costing system in 

particular is usually resource intensive (Fei & Isa, 2010). Top level management is in the 

position of approval of the costing system used in the apportioning of the company’s 

overhead costs in any organization. Changing from the traditional volume-based costing 

system to implementing activity-based costing system will definitely requires the unflinching 

support of top management. 
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STATEMENT OF PROBLEM 

Among the factors identified in the literature which might exert influence on decision 

to implement activity-based costing systems are: firm size, level of competition, top 

management support and product diversity (Brown et al., 2004; Ahmadzadeh et al., 2011). 

Some of the previous researches did not include important contextual variables influencing 

activity-based costing implementation in their studies. For instance Ahmadzadeh et al., 

(2011) omitted some variables and recommended that besides attempting to improve the 

methods of measurement of the variables, future researchers should consider incorporating 

other important variables that have been omitted from their study, but which are likely to 

influence cost system implementation. Specifically, top management support was identified 

as part of the contextual factors which might exercise significant influence on cost system 

implementation.  

 

OBJECTIVE OF THE STUDY 

 Sequel to the problem identified above, the main objective of this study is to 

determine the influence of top management support on ABC system implementation in 

Nigerian Manufacturing Sector. In order to achieve the objective of this study, the following 

research question has been posed. What is the influence of top management support on ABC 

implementation in Nigerian Manufacturing Sector? Similarly, the hypothesis which this study 

seeks to test is as follows:  

Ho: There is no significant relationship between the extent of ABC implementation and top 

management support in the Nigerian Manufacturing Sector. 

 

MATERIAL AND METHOD 

The survey research design is employed in this study. The population comprises the 

86 manufacturing companies that are quoted in the Nigerian Stock Exchange, meanwhile, the 

sample comprise of 24 randomly selected manufacturing companies. Primary data were 

obtained through the administration of structured questionnaire to 500 accountants, cost 

accountants, management accountants, senior accountants and financial managers on full-

time employment in the Nigerian manufacturing sector. Data analysis is conducted using 

logistic regression analysis with this model: Y1 = b0 + b1 X1 + ε 

………..…………...………………………..………….....(1) 
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Literature Review 

Shields (1995) examined the relationships between diversity of behavioral, 

organizational and technical factors and the success of activity-based costing implementation. 

Particularly, the relationship between top management support and activity-based costing 

implementation was investigated. The result of the study revealed that top management 

support was one of the major significant predictors in explaining activity-based costing 

success. Similarly, McGowan and Klammer (1997) conducted a survey of 53 employees from 

4 targeted sites in the U.S. to examine their perceptions on the factors associated with 

activity-based costing implementation. Their results indicated that top management support 

has a positive and significant relationship with activity-based costing implementation in the 

United States of America.  

Krumweide (1998) carried out a survey on United States of America and reported that 

extent of top management support related to activity-based costing implementation. In other 

words, the organizations that enjoy supports of top level management are more likely to 

implement activity-based costing system. Unless such support is in place, any effort to 

implement modern costing systems generally and activity-based costing system in particular 

may suffer set-backs due to lack of resources which ought to have been approved by top 

management level of the organization. In the same vein, Anderson and Young (1999) 

investigated the relationship between organizational and contextual variables that influence 

activity-based costing implementation. The result established significant relationship between 

organizational factors particularly: top management support and activity-based costing 

implementation. According to Anderson and Young (1999) organizations that have the 

cooperation and support of the top level management are more likely to invest in 

sophisticated costing system, particularly activity-based costing.  

Innes et al. (2000) conducted a survey to determine and assess the factors which 

influence the implementation of activity-based costing system in the top one thousand United 

Kingdom’s companies. The result reported a significant relationship between activity-based 

implementation and top management support. The study revealed that those companies who 

had not considered implementing activity-based costing system reported that the most 

common reasons for not considering activity-based costing system was the lack of top 

management support. In South Africa, Sartorius, Eitzen and Kamala (2000) carried out a mail 

survey to investigate the effect of organizational factors such as top management, adequate 
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resources, coherence with organizational goals and strategy on ABC success. They found that 

top management support and resources were the crucial factors in explaining ABC success. 

Chongruksut (2002) carried out a mail questionnaire survey among firms listed on the 

Stock Exchange of Thailand. The study reported a low level of activity-based costing system 

in Thailand. One of the reasons for low level of activity-based costing system implementation 

in Thailand, according to the study was the lack of support by top management in the selected 

firms. In the same way, Pierce and Brown (2004) conducted a survey of manufacturing, 

service and financial sector organizations to investigate the implementation state of activity-

based costing systems in Ireland. The result reported in that study indicated that most of the 

firms that have not implemented activity-based costing lack support from the top 

management of their organizations. In other words, the unwillingness of the top management 

to support in the implementation of activity-based costing system in Ireland was a major 

factor why majority of firms have not implemented activity-based costing system.  

Maelah and Ibrahim (2007) investigated the status of activity-based costing adoption 

among manufacturing organizations in Malaysia, and the factors influencing its adoption. 

Mail survey questionnaires were distributed to manufacturing organizations throughout the 

country using purposive judgment sampling. The questionnaires were directed to the 

accountants or heads of accounts of selected manufacturing organizations. The study found 

that activity-based costing implementation in Malaysia was significantly influence by top 

organizational management support. Although Maelah and Ibrahim (2007) reported that only 

36% of the manufacturing organizations have implemented activity-based costing system, top 

management support ranked high amongst the factors that influence activity-based costing 

implementation in the organizations. Likewise, Lana and Fei (2007) examined some key 

success factors pertinent to activity-based costing implementation within Chinese 

organizational and cultural setting. The research findings showed that top management 

support was one of the significant factors in determining activity-based costing success 

implementation. 

Abdullah (2008) carried out a study aimed at demonstrating the reality of applying 

activity-based costing system in industrial companies in Yemen and the factors affecting it. 

The study found that 24% of the Yemeni industrial companies, mostly large companies 

applied the system; the study found that the support of senior management and ownership of 

non accounting information is directly linked to the application of activity-based costing 

system. 



JOURNAL OF INTERNATIONAL ACADEMIC RESEARCH FOR MULTIDISCIPLINARY 
Impact Factor 1.393, Volume 1, Issue 9, October 2013 

 

152 
www.jiarm.com 

Tupmongkol (2008) evaluated the implementation process of activity-based costing 

systems in Thai organizations, particularly Thai State Enterprises, in order to identify the 

factors influencing this implementation so as to make suggestions for its improvement. The 

study had two objectives: the first was to obtain a picture of cost accounting systems, both 

traditional costing systems and activity-based costing systems in Thai organizations, as the 

preliminary of the study. The second objective was to trace the activity-based costing 

implementation in selected Thai State Enterprises where activity-based costing systems have 

been implemented. The result of the study revealed a large number of sub-factors influencing 

implementations; however, these sub-factors were compiled as nine main factors including: 

(1) Top management support, (2) Computer systems, (3) Education and training, (4) Activity-

based costing team. 

Majid and Sulaiman (2008) carried out a study to document and highlight the 

problems and benefits of implementing activity-based costing in two companies in Malaysia. 

The results of the study revealed that although activity-based costing is not widely adopted by 

companies in Malaysia, it was recognized that many of the problems that hinder the 

implementation of activity-based costing are related to managerial factors. It was also 

highlighted that poor support from top management, explained the low level of activity-based 

costing usage in Malaysia. In other words, there is a positive and significant relationship 

between activity-based costing system implementation and top management support. 

Subasinghe and Fonseka (2009) conducted a survey on the factors affecting the low 

adoption of management accounting practices in Sri Lankan business organizations. Primary 

data were collected from a sample of 22 companies using questionnaire, in-depth interviews, 

and focus group discussions. Descriptive statistics was used for the analysis. The research 

findings revealed that the level of adoption of management accounting practices has (1) a 

strong positive correlation with top management awareness of the relevance and usefulness of 

management accounting practices. 

Fei and Isa (2010) investigated the main factors influencing the success of activity-

based costing implementation in China. These factors include top management support, 

adequate resources, training, non-accounting ownership and competition. The paper 

replicated Shields’s (1995) framework to examine the effect of behavioral and organizational 

variables on the activity-based costing success implementation by using a sample of 106 

Chinese manufacturing firms. The result showed that top management support significantly 

influenced the activity-based costing success implementation. However, no significant 
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relationship was observed between activity-based costing implementation and each of 

competition, adequate resources and training.  The findings of the study also provided 

implication for the implementation of activity-based costing for Chinese manufacturing 

firms. 

Byrne (2011) examined activity-based costing success determinants in mature 

activity-based costing sites. The study surveyed 65 managers of service and manufacturing 

organizations using activity-based costing in Australia. It was reported in the study that top 

management support has a significant relationship with activity-based costing system 

implementation in Australia.  

Fadzil and Rababa (2012) carried out a survey on management accounting change; 

particularly activity-based costing adoption and implementation in Jordan. Quantitative and 

qualitative data were obtained for the study. Data analysis was carried out using descriptive 

statistics and regression analysis. The findings revealed that factors that both facilitate and 

motivate activity-based costing implementation are: top management support, non-

accounting ownership, and higher information technology, amongst others.  

Salawu and Ayoola (2012) investigated activity-based costing adoption among 

manufacturing companies in South-West Nigeria. The study revealed that support by top 

management in the effort to change-over from the traditional costing system to activity-based 

costing system was one of the crucial factors that enhanced the use of the new costing 

system.  

 

RESULTS AND DISCUSSION 

The results of the data analysis carried out is hereby presented 

Table 1: Omnibus Tests of Model Coefficients 

  Chi-square df Sig. 

Step 1 Step 92.229 1 .000 

Block 92.229 1 .000 

Model 92.229 1 .000 

 

Table 1 above reports the “Omnibus Tests of Model Coefficients.” Omnibus means overall, 

and so this output is simply telling us whether the model with 1 predictor (Top management 

support) predicts the dependent variable better than chance alone. What the above table is 
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telling us is that the model with 1 predictor does better than chance at predicting the 

dependent variable, and is statistically significant at p < .000.  

Table 2: Model Summary 

Step -2 Log 

likelihood 

Cox & Snell 

R Square 

Nagelkerke R Square 

1 372.515a .203 .298 

a. Estimation terminated at iteration number 5 because parameter estimates 

changed by less than .001. 

Table 2 above is the “model summary” which is a summary statistics for the model at 

“Step 1,” which recall the model with 1 predictor. The first statistic should look familiar, it is 

the -2 Log likelihood value, and is equal to 372.515. Furthermore, table 2 above reports the 

Cox & Snell R Square value of .203. This statistic is referred to as a “pseudo-R2” statistic; in 

that it is designed to tell us something similar to what R-squared tells us in ordinary least 

squares regression, that of the proportion of variance accounted for in the dependent variable 

based on the predictive power of the independent variable (predictor) in the model. Overall, 

high values are better than low values here, with higher values suggesting that your model fits 

increasingly well. Next is the "Nagelkerke R Square" statistic, and like the "Cox & Snell R 

Square," purporting to tell us something along the lines of an OLS R-square, but not directly 

comparable to it.  

 

 

 

 

 

Table 3 above presents the Hosmer and Lemeshow Test, a measure of fit which 

evaluates the goodness of fit between predicted and observed probabilities in classifying on 

the DV. We see that the test is not statistically significant (p < .627), suggesting that the 

probabilities of predicted vs. observed do match up as nicely as we would like.  

 

 

 

 

Table 3: Hosmer and Lemeshow Test 

Step Chi-square df Sig. 

1 .933 2 .627 
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Table 4: Variables in the Equation 

  

B S.E. Wald df Sig. Exp(B) 

95% C.I. for 

EXP(B) 

  Lower Upper 

Step 1a Top management 1.103 .133 68.796 1 .000 3.012 2.321 3.908 

Constant -3.869 .589 43.070 1 .000 .021   

a. Variable(s) entered on step 1: Top management support. 

Table 4 above presents the variables in the Equation. The above table is a major part 

of the logistic regression output. First, we see that SPSS is reporting the Step number, which 

is "1," and noting that the variable in this step include Top management support. Let us look 

at the coefficient "B" under “Top management.” It is equal to 1.103. It means that given an 

increase of Top management support by one unit, we can expect the log odds (or "logit") of 

implementing ABC system to increase by 1.103. Next, we see "S.E." which stands for 

"standard error. Essentially, the standard error is a measure of how stable our estimate is. A 

large standard error means the estimated coefficient is not that well estimated, and a low 

standard error means we have a fairly precise estimate. For "Top management support," the 

standard error is equal to .133. The Wald statistic, as noted earlier, is very much like a t-

statistic conceptually, and is a test of the null hypothesis that the "B" population coefficient is 

equal to 0. Do we have good reason to reject the null hypothesis? Based on the p-value of 

.001, we have evidence to suggest that the "B" coefficient is not equal to 0 in the population 

from which these data were presumably drawn. That is, we have evidence to suggest that Top 

management support, predicts the response variable better than chance alone. Next, we see 

"Exp(B)," and for Top management support, the value is equal to 3.012. The number 3.0031 

has a very special meaning. It is called an "odds" and is interpreted as follows: an increase of 

1 unit on Top management support increases the odds of implementing ABC system by 

3.0031. The 95% confidence interval is also provided for the value of Exp(B).  

 From the analysis in tables above, particularly with the result of the Hosmer and 

Lemeshow test and other tests conducted above suggests that significant relationship exists 

between the extent of ABC implementation and Top management support in the Nigerian 

Manufacturing Sector as the p value (0.000 is less than the beta value 0.05). Thus the null 

hypothesis that “there is no significant relationship between the extent of ABC 

implementation and Top management support in the Nigerian Manufacturing Sector,” is 
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rejected.  It can be concluded therefore that “there is a significant relationship between the 

extent of ABC implementation and Top management support in the Nigerian Manufacturing 

Sector.” 

The section above presents the analysis as it relates to the objective, research question 

and the hypothesis of the current study. Overall, the result indicates that a significant 

relationship exists between activity-based costing system implementation and top 

management support in the Nigerian manufacturing sector. This result aligns with the result 

reported by Krumweide (1998), Pierce and Brown (2004), Maelah and Ibrahim (2007), 

Abdullah (2008), Fei and Isa (2010), Byrne (2011), Fadzi and Rababah (2012), Salawu and 

Ayoola (2012). Unless there is support by those in the helm of affairs in the various 

organizations, it becomes difficult, if not impossible to implement activity-based costing 

system in such organizations. Top management is responsible for the approval for the change 

over from the traditional costing system to the modern activity-based costing system. Also 

approval of funds for such implementation takes place on the desks of the top management 

level of the organizations. Therefore, as long as the top management level fails to give 

necessary support for activity-based costing implementation, it becomes impossible to 

implement it in such firms. 

 

CONCLUSION AND RECOMMENDATION 

This study examines the effects of top management support on activity-based costing 

system implementation in the Nigerian manufacturing sector. From the literature review and 

data analysis, a positive relationship is observed between top management support and 

activity-based costing system implementation. The result of this study reveals that most of the 

companies that have implemented activity-based costing system enjoyed all the necessary 

supports from top level management of their organizations. However, top management 

support is only one of the contextual factors influencing costing system implementation. 

Future studies should seek to investigate the influence of other contextual factors such as 

competition and product diversity, amongst others. 
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