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improving a new method for cost measurement, that is activity
basis cost {ABC).

. Traditional cost system adopted in Pubic Company for Cables and
Electrical Products leads to inaccurate determination of product
costing because of fewness of cost centers, and application of
allocation basis which don’t reflect clear relatjon between costs and
products.

- There are many basic elements to design and apply activity cost
systems, and as these elements are available in the Company under
study, then it is possible to apply activity cost system 1o maintain
the advantages of this system,

4. Application of activity cost system can guarantee advantages
including: decreasing indirect cost through finding out obvious
causal relation between products and activities, and improving the
level of accuracy in determining product costing, a matter which
may help the Company. Contrary 10 the adopted traditional cost
system which gives unreal results about production cost, the
activity cost system can help the Company to determine
appropriate prices for its products and avoid wrong pricing of
preducts.

Considering the findings of the study. the researcher's
recommendations included the following points:

I.  Beside traditional cost system, educational institutes and

universities should give priorities to teaching modern cosi systems

including ABC to find out points of weakness and for more
development of this field accounting cost.

To overcome problems subsequently resulted of applving

traditional cost systemn and effect negatively on decision making

process. the Public Company of Cables and Electrical Products is
advised 10 adopt activity cost svstem with respect to 1ts products
to substitute the traditional system.
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Abstract

The 1ssue of accuracy in cost measuring is one of the chief concern
of recent accounting thought. Information provided by traditional cost
systems lack objectivity and effeets negatively on decision making
process and may lead either to companies ability to compete or their
withdrawal from such completion, To support decision making process |
researches in the field of cost accounting were directed to reconsider cost
measuring methods which promote and advance levels of accuracy
In cost measuring.

Cost determination on activity basis cost (ABC), is one of the
important contributions to improve accuracy levels in cost measuring.
Reviewing previous studies on working industrial companies in Libya,
we assert 1nevitability of reconsidering cost system adopted in these
companies. So one of the aims of this study is to explain how to deal
with indirect cost according to traditional cost svstem ( cost centers
theory). To see the role of cost system with respect 1o cost center method
in improving accuracy level of cost measurement, the study also aims at
explaining the change that takes place.

The method of case study is used in this research and applied
on the Public Company of Cables and Electric Products for its
accessible elements that can be applicable in such studies.

To realize objectives of the study. it has been divided into he following
chapters:

Chapter one: Defines the problem of the study. its imporiance,

and its objectives, the methodoiogy, as weil as the
scope of the study,

Chapter two: Enhances cost allocation with respect to traditional

method ( Cost centers theory).

Chapter three: Enhances ABC system as anew method in the field

indirect cost allocation.

Chapter four: Includes a brief idea about the Public Company of

Cables and Electric Products and its costing system.

The study concluded to many findings. the most important ones are:

1. Traditional cost system has many advanlages such as its
applicability, appropriateness to production units which use
traditional methods. However this system is subjected 10 number of
eriticism including inaccuracy in product costs measurement which
is attributed to unsuitable apportionment and distribution methods
to allocate product costing, This criticism in addition 1o changes in
modern manufacturing environment, Justified ainguire about a
system for cost measurement that may help to escape such
critiques. So the accounting thought was dirccted towards
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