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Abstract

This study aims at exploring the effect of implementing Activity Based
Budgeting (ABB) with its sub-elements: sales budget, raw material budget, direct
labor budget, overhead and other industrial expenses budget on increasing the

performance efficiency.

This is underlined by two elements: Return on Assets (ROA) and Return of Equity

(ROE) in industrial Jordanian corporations.

The sample of the study consisted of 12 industrial corporations; four of them were
excluded because of their negative financial ratio, which negatively affects the

analysis results.



Accordingly, 127 questionnaires were distributed (40 of which were excluded that
represent corporations from the financial lists of the sample of the study from the

industrial corporations.

This sample was selected from corporations that have all data needed to test the study

hypotheses.

The questionnaires were distributed among 127 accountants, account managers, and
management accountants working at Jordanian industrial corporations; these
employees were qualified and eligible to represent the corporation in enhancing

performance efficiency.

Based on the responses, a content analysis was used based on the financial

statements issued during the time of the study.

The results indicat that there is no statistical significant impact at the significance
level 0.05 for the Activity Based Budgeting with its sub-elements: sales budget, raw
material budget, direct labor budget, overhead and other industrial expenses budget

on increasing “Return on Assets” in the industrial Jordanian corporations.

On the other hand, the results indicat that there is a statistical significant impact at
the significance level 0.05 for the Activity Based Budgeting with its sub-elements:

sales budget, raw material budget, direct labor budget, overhead and other industrial



expenses budget on increasing “Return on Assets” in the industrial Jordanian

corporations.

Based on the above results, the study suggests a number of recommendations:

1. The necessity of adopting a scientific methodology when planning operating
budgets as it is significant in planning to set the general rules of the budget,
separating its items to indicate the fixed and variable costs and to help prepare

standard estimates that help in making the budget a success.

2. The necessity of updating the objectives of the budget throughout a long-term

strategic plan that the corporation adopted when it was first established.

3. The necessity to take the required measures where the use of the operating budgets
do not prevent the supreme management of corporations from having flexibility that
enables them to benefit from positive opportunities whether or not stated in the

budget, opportunities that are extremely beneficial for corporations.

4. Implementing the Activity Based Budgeting (ABB) system since it provides more
accurate data that can help in planning and monitoring fields in addition to good

decision making.

5. The necessity of conducting more studies on how to enhance the concept and

culture of budgets in all corporations in all sectors; a successful management relies



on figures and statistics of its corporations' budgets in making decisions related to

these sectors.



