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The Development of Standard Costing System to Meet Requirements of
Modern Manufacturing Environment

Field Study on Saudi Manufacturing Firms in Jeddah
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ABSTRACT

The problem of research is that the standard costing system was designed to
suit the traditional manufacturing environment. But, as a result of the
technological developments, and the increasing global competition, the system
become unable to fulfill the requirements of this new environment. So the system
should be developed to satisty the needs of rapid, sequential and innovated
management.

The research aims at identifying the various objectives of the standard
costing system within the modern manufacturing environment, and the most
important features of standard costing system to meet the changes in the modern
manufacturing environment, It also shows some proposed techniques to develop
the standard costing system to meet requirements of modern manufacturing
environment to improve the tools of performance evaluation.

To achieve the previous objectives, a field study was conducted on some
Saudi manufacturing firms in Jeddah to know the extent of their application of the
standard costing system, to determine the requirements to develop the applied
system to increase the efficiency and effectiveness of its role in planning,
controlling, performance measuring and evaluating, and decision-making. Data
were collected using questionnaires. Data were tested using a set of statistical
techniques, such as frequencies, percentages, mode, chi-square test, and Mann-
Whitney test. Tests were used for the following research hypotheses:

1- There is no significant difference between the objectives of traditional
standard costing system and the objectives of standard costing system
within the modern manufacturing environment .

2- The traditional standard costing system is flexible to meet the changes
within the modern manufacturing environment .

3- There is no significant difference between the quality concept in the
traditional standard costing system and its concept within the modern
manufacturing environment.

The research include four chapters, the first chapter handled the main
framework and literature review, while the second chapter presents environmental
changes and their effect on the standard costing system. In the third chapter the
proposed approach to develop the standard costing system within the modern
manufacturing environment was presented. The fourth chapter handled the field
study that was conducted on some Saudi manufacturing firms in Jeddah. One of
the most important results was the lack of awareness of importance and benefits of
the standartf costing system in the most firms of the sample that led them not to
apply the system. As for the firms applying the system, they apply the traditional
standard costing system, and they are required to redesign and develop the
system, in order to be able to provide costing data and information necessary to
achieve the right measurement of costs of activities and products. It also helps
planning and controlling costs rationalize the various managerial decisions.
Consequently, the system would be able to meet the requirements of modern
manufacturing environment.
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