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The quality of cost accounting systems in

manufacturing firms: A literature review
Qais Yaser Saleh™, Munther Barakat AL-Nimer® and Sinan S. Abbadi?

Abstract: The objective of this research is to review and synthesize the existing
literature on the quality of Cost Accounting Systems (CAS) by manufacturing firms.
A Systematic Literature Review (SLR) approach was used by adopting (170) articles
in this field published from (2015) to (2023) and obtained from the Scopus data-
base. The research found that traditional CAS is the main determinant of manu-
facturing firms. Therefore, the current research focuses on the quality of CAS, the
benefits of the modern quality of CAS, and the challenges and methods of practicing
the quality of CAS in manufacturing firms. This review comes to the idea that
implementing CAS will enhance the performance of manufacturing firms and will
assist with the preparation of various financial statements and decision-making.
The results of the research shed light on the importance of the skills that accoun-
tants must possess in the current era and what is the role assigned. Thus, the
contribution of this research is to provide integrated knowledge about the effects of
recent technology innovations on the accountant’s job and skills. Professional firms
and requlators consider the findings when reporting on the adaptation of guide-
lines, policies, and laws for the new environment.

Subjects: Cost Accounting
Keywords: Quality; cost accounting systems; manufacturing firms; cost information;
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1. Introduction

The quality of Cost Accounting Systems (CAS) in providing information that supports managers’
decisions is a significant research question in the management accounting literature. Much research
has backed the deployment of more sophisticated CAS during the past few decades by improving the
data these systems give (Amicarelli et al., 2022; Bux & Amicarelli, 2022; Weber & Wiegmann, 2021).
Similar to this, many business consultants are urging firms to implement recently developed MAS,
such as ABC, and a balanced scorecard to raise the quality of the information available that improves
the decision-making technique (Mainar-Causapé et al,, 2018; Erasmus, 2021; Teklay et al,, 2021).
Furthermore, the literature continues to focus on whether CAS can deliver high-quality information.
In addition, competition in the markets requires the adoption of modern manufacturing techniques,
the rise in fixed manufacturing costs as a percentage of the total cost of the product, the intensifying
competition, particularly in the low-cost markets, necessitate the use of a cost system that offers
relevant information, improves adaptability, and aids in more efficient managerial and strategic
control (M. Chen et al.,, 2022; Moon et al., 2022; Parsamehr et al., 2022). The modern CAS, which
overcomes the limitations of the traditional CAS and offers more representative cost measurements
for improved decision-making, is one of the most crucial modern CAS (Mahal & Hossain, 2015). The
Activity-Based Costing (ABC) method has even been hailed as one of the most significant managerial
advancements in the last 100 years (Parker, 2016). It is a method of cost management that focuses
on internal cost structures to be more integrated, strategic, and sensitive to competition than the
conventional methods of short-term planning, control and decision-making, and product costing
(Greer, 2015). As efforts are made to implement new methods of allocating overhead costs while
calculating the costs of products or any other cost objects, the CAS has grown into an essential tool
for increasing competitiveness in manufacturing firms.

According to Percevi¢ and Hladika (2016), the modern CAS focuses on accurately allocating
overhead costs to products. Activities consume resource prices and cost objects (such as goods or
services) in the process of cost allocation (Mahesha, 2022). In actuality, this means that in the first
step, resource drivers are used to allocating resource costs to various activity centers. A collection
of related activities that are typically organized by function or procedure make up an activity
center. The factor for estimating resource consumption by events in activity areas is the resource
drivers’ group. A cost item is added to the activity cost pool for each resource type designated to
an activity center. Furthermore, each activity cost pool is tracked to cost objects in the second step
using an activity engine that measures activity usage by cost objects (Elshaer, 2022). The overall
cost of a specific product can then be determined by adding the costs of all the activities related to
it. According to Shields (2018), Jiang (2019), and Nik Abdullah et al. (2022), research on cost/
management accounting was the primary focus of the previous literature. The emphasis, however,
moved to performance evaluation and reward. In related research, Xie (2019) reviewed the major
themes for the period (2015-2017). The following topics were highlighted: development and
integration of management accounting and control systems, performance evaluation, and com-
pensation and incentives. On the other hand, CAS was one of the least covered subjects.

During the last two decades, the number of publications on CAS have grown significantly. As
a result, the research on the factors that influence the quality of CAS has evolved and is currently
a hot topic. Numerous studies in this area emphasize the variety of topics related to CAS and
recommend reviewing the most recent data and identifying new research opportunities. Few
publications have comprehensively assessed previous research, and the majority of these studies
concentrated on a particular topic of CAS (Elshaer, 2022; Farkhodovna, 2022). Therefore, it is
evident that a comprehensive and systematic examination of the factors that influence the quality
of CAS is required in order to examine the current situation of providing a review and to suggest
a potential research agenda. In contrast to earlier assessments, this work is not limited to
particular regions, nations, or variables. The purpose of this research is to determine whether
the quality of CAS has an impact on the quality of information used to make decisions. The
research innovation is in the creation of a comprehensive framework that takes into account
both the efficacy of cost information and the characteristics of how cost systems are structured. As
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a result, our research goes beyond earlier studies that usually concentrate on particular topics of
cost system design and use (Alahdal, 2016; Busachi et al., 2017; Raghavan, 2019). Managers need
precise and timely information to make decisions for the business. Consequently, the CAS needs to
be improved. Additionally, the viability of creating CAS for manufacturing firms that would accu-
rately depict their cost centers and financial success is investigated. Additionally, since nations
that have adopted a form of CAS have done so in the industrial sector, this research concentrates
on CAS as a tool for budgeting and costing.

The Systematic Literature Review (SLR) on CAS seems to be helpful in this situation for
addressing the ongoing issues regarding system effectiveness in manufacturing firms. In addi-
tion, to reveal the diversity of the information, SLR is useful for manufacturing firms in the
different facets of research interests since it offers conceptual frameworks for comprehending
the subject. In order to locate papers relevant to this review in the Scopus database, a research
series was devised for this investigation containing the terms “costing systems”, “quality costing
“, “Manufacturing Firms” and “costing activities.” The research was not restricted to a specific
period or journal. The screening was done on the original sample of (390) articles. The final
sample consists of (170) publications after the list had been trimmed down. In addition to
costing systems, this research also looked at the literature theoretical frameworks, the yearly
trend, and regional distribution. Given the aforementioned changes in the industrial sector in the
past decades, the authors’ opinion is important to know the state of the art in the quality of CAS
in a specific context—the context of manufacturing firms. And to the best of our knowledge, this
is the first research to address this topic in this specific setting. To do this, the following research
questions are derived:

Q1. What is the annual trend of the literature review?
Q2. What is the distribution of the earlier studies?

Q3. What are the most important findings of the studies on the quality of CAS in manufacturing
firms?

Moreover, there is additional justification, as most of the previous literature focuses on individual
aspects that lead to accounting reforms (De George et al., 2016; Grossi et al., 2020; Scarpellini,
2022). However, there are no studies examining both triggers and barriers to CAS implementation.
Thus, the aim is to fill a gap in the existing literature, for theoretical development. This is the
rationale for conducting this research.

Consequently, the current research seeks to add the following contributions to the existing
literature.

= First: Provide an overview of the main studies on the CAS in manufacturing firms through SLR,
with some indications for future research.

= Second: Exploring the impact of the quality of CAS in all developing and non-developing
economies of the world.

= Third: The provide integrated knowledge about the effects of recent technology innovations
on the accountants’ jobs and skills, which have not been discussed in the literature so far.

The remainder of this research is divided into the following sections. After the introduction,
a section on literature is followed by a section on research techniques, which describes methods
for gathering and analyzing samples. The search results are discussed in the results section. The
recommendations section discusses possible research directions. The research conclusions and
consequences, as well as their limitations, are discussed in the last part.
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2. Background

A systematic framework used by a business to calculate the cost of its goods and measure its
revenue is known as a CAS (Appelbaum et al., 2017; Feng et al., 2015). Additionally, CAS includes
ABC, break-even analysis (BEA), full and variable cost analysis, variance analysis (VA), the simple
cost of products sold, and inventory valuation. The pertinent literature (Antony et al., 2019; Noh
et al,, 2015) confirmed the value of using CAS as a database to fully understand the cost of the
resources used. According to Teixeira et al. (2022); Dodor and Akolgo (2022), companies that use
CAS effectively beat companies that don’t in terms of their ability to compete globally. In addition,
markets in developing nations vary structurally from those in developed nations where the
majority of earlier studies have been done. And there are few prior studies on CAS in developing
nations in the literature (Gonzalez & Pefa-Vinces, 2022), and the majority of study on these
nations only focuses on financial accounting (Gao, 2022; He et al., 2022; Sadiq et al., 2022). The
main source of information for business management, which is dependent on many strategic
choices, particularly pricing, is the CAS (Hiromoto, 2019). Since the decision-making process has
been ongoing and ingrained in the business before its founding, the inaccuracy of the information
indicates that the decision is not sound. The production process is the core activity of manufactur-
ing firms, and cost systems play a role in providing quality management information that can be
relied upon to make the right decisions and cover the target period (Wang et al,, 2018). As a result,
the research sheds light on this subject, which will improve the role that cost systems play, thus
the information produced will become reliable.

As a crucial first step in manufacturing finance reforms, the adoption of CAS in manufacturing
firms gained traction in the late 1980s (Krishnan, 2023). These systems obtain unprocessed
accounting service providers’ financial and human resource data and then summarize the infor-
mation in cost terms using a set of predetermined cost units (Gusc et al., 2022). An efficient CAS
can be used to determine average unit costs at the firm level, according to evidence from higher
income settings (Vaughan et al., 2015). The resulting economic data such as the average cost per
product is used to guide efforts for cost control and price setting (Kubasiewicz et al., 2016). In
terms of data collection (scope, frequency, data sources, rules for determining cost centers, and
evaluation approaches), a recent study restricted to high-income countries found substantial
differences in cost accounting procedures in the industrial sector (Kihuba et al., 2016).

The cultures of developing economies differ from those of developed economies in terms of
differences in per capita income, degree of industrialization, community attitudes and behaviors,
and the living standards of economic agents (Fang et al., 2022; Orlando et al., 2022). Each of these
factors affects how CAS is applied in a specific country. Therefore, economic agents in developing
countries typically adhere to different accounting standards than those in developed economies.
Thus, examining the impact of the quality of CAS in all developing and non-developing economies
is one aspect of this research’s originality. Previous studies have used a variety of informational
characteristics, including relevance and utility, as indicators of how well the quality of CAS is
performing (Pedroso et al., 2020). Additionally, it is possible to see how well the CAS delivers high-
quality data for making decisions. CAS gives managers the information they require to make
choices about the launch of new goods or services, pricing, and operational redesign. It measures
the extent to which managers depend on cost information when making decisions in terms of
benefits (Chapman et al,, 2021; Ren & Chen, 2022).

Besides the above-mentioned attributes, the quality and effectiveness of CAS have been mea-
sured in relevant research papers in terms of satisfying user needs, accuracy, comprehensiveness,
and timeliness (Jansirani et al., 2020). More specifically, Rahmawati et al. (2019) measured the use
of a CAS in terms of its suitability for monitoring the organizational activities of a company, such as
recognizing non-value-added activities, evaluating inventory, analyzing customer profitability,
designing production and sales strategy, and so on. Further, the researchers examined how
important a CAS is in price and cost reduction decisions, and it must possess a level of reliability
data so that a business unit can successfully compete in the market. Additionally, the use of
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information technology to guarantee data collection and quality is one of the main factors that
determine how they will be implemented the CAS to guarantee cost centers are found for all of the
business’s goods (Alsharari, 2022).

Contrarily, CAS in manufacturing systems in low- and middle-income nations is frequently
ineffective or non-existent (Kihuba et al., 2016). Furthermore, the absence of accurate cost and
resource use data creates difficulties for costing and obscures the significance of economic factors
in industrial sector decision-making (Kineber et al., 2023; Pokhilenko et al., 2023). As a result,
accurate and timely economic data are crucial for managerial control processes like planning,
budgeting, pricing, and performance assessment. Decision-makers can devise cost-control policies
with the aid of reliable cost data.

3. Theoretical framework

Different information had been used by research to gauge the quality of CAS in manufacturing
firms. First off, the relevance and usefulness of the information for making decisions can be a good
indicator of the quality of CAS. As well, the degree to which a cost system provides supervisors with
the required data to make decisions about the launch of new goods or services, pricing, or process
reform is another indicator of the quality of this system (Rocha & Zavale, 2021; Tu & Huang, 2019).
In other words, the extent to which supervisors rely on cost information while making decisions is
an indicator of its usefulness (Stern & Stiglitz, 2021).

Previous research emphasized the relevance of the quality of CAS about the importance of the
information for planning and control choices, which eventually increase the worth of the manu-
facturing firms (Rindfleisch, 2020; Al-Baghdadi et al., 2021; Asiaei et al., 2022). According to Banka
et al. (2022), cost systems are employed as business strategy tools. According to Hristov et al.
(2022), the quality of CAS in manufacturing firms can serve as a trustworthy barometer of how well
the system is built to serve the strategic and operational decision demands essential for the
adoption of strategic orientation. Due to more precise information on operations, support pro-
cesses, and item costs, management concentrates its attention on the products and procedures
that have the most potential to increase earnings. Additionally, having additional information
about product costs will improve the decision-making process for product design, pricing, and
promoting ongoing operational improvements (Dahmani et al., 2021; Rosdrio & Raimundo, 2021).
Similarly, Da Silva Etges et al. (2019) discovered that CAS performs better than other systems in
terms of providing detail and classifying expenses to produce more pertinent and valuable data,
which enhances profitability. In other words, effective cost systems appear to provide managers
with worth data needed to make decisions that will improve performance.

Conventional product cost accounting techniques are based on discrete direct cost elements like
labor, resources, or a residual indirect cost. The residual indirect cost is often known as the
overhead is either written off as period cost (expenses) or allocated to products on an arbitrary
basis (Bara et al, 2021; Shahzadi et al., 2018; Wojtowicz et al., 2019). The ABC system was
established to determine the financial viability of the products, the most valuable customers, the
value-added of the processes, and areas that require development. In other words, it examines the
activities that are related to the production of a product (Teklay et al., 2021).

Afonso et al. (2021) Claimed that the ABC system improves decision-making by removing biases
from the conventional CAS and offering more representative cost measures. The ABC system has
even been hailed as one of the most significant administrative advancements in the last 100 years
(Larbi, 2021). It is a method of cost management that shifts the planning, control, and decision-
making from a conventional short-term process toward a more integrated, strategic, and compe-
titive manner of seeing internal cost structures (Dugi, 2021). The ABC system has been successfully
employed by several businesses to alter their pricing strategy or allocate their resources more
effectively. A well-designed ABC system has advantages beyond a precise grasp of costs. The ABC
system motivates managers to enhance activity efficiency by eliminating activities that did not
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add value and focusing on the activities that are needed to achieve firm objectives (D. C. Pham,
2021).

While many studies have investigated the quality of CAS in the commercial sector, and public
and non-profit sectors, there hasn’t been a lot of research done on manufacturing firms (M. Chen
et al,, 2022; Z. Chen et al., 2021). As a result, this research analyzed previous studies that related to
the quality of CAS in manufacturing firms and offered some recommendations for future SLR-
based studies.

4. Literature review and hypotheses development

The adoption of a contemporary CAS was found to be positively correlated with business perfor-
mance in several earlier research because these techniques are used in the production process at
various stages, which contributes to cost reduction, product quality improvement, and customer
satisfaction (Singh & Ahuja, 2015). Modern CAS can give businesses a strong and unique advantage
because they allow for cost-cutting while preserving quality (Chiarini & Vagnoni, 2015). These
techniques allow businesses to perform well and gain a competitive edge. Companies are forced to
use these strategies as a result of the rapid development and competitiveness in global markets,
where they have turned to the best management accounting tools and approaches to assist grow
their businesses and survive in the market (Saleh & Al-Nimer, 2022).

A study was conducted by Jadid (2015) on Syrian oil companies to investigate how the costing
method affected the performance and to clarify the significance, goals, and potential contribution
of the CAS to control. The study is predicated on the suppositions that the deployment of the
created CAS permits the evaluation of performance objectives and that it may effectively control
the costs of oil production. The study found that the reality of the cost of the applied company
system does not keep pace with the modern manufacturing environment, and a modern CAS can
be applied to achieve good control over and provide information that enables performance
evaluation compared to the actual outline.

Elagili (2015) looked at how the CAS affected the management and financial choices made by
Sudanese manufacturing companies. The study highlighted the issue of using actual expenses to
measure the operational efficiency of manufacturing operations in the majority of Sudanese
manufacturing companies, which makes it impossible to appropriately assess performance. Thus,
a contemporary CAS is required to use the actual and planned data to monitor and assess
performance. The purpose of the study was to provide insight into the value of the CAS, the effects
of its implementation on the control process, and the effects of these factors on the rationalization
of financial decisions in manufacturing firms.

Ahmad (2018) studied the CAS and its role in cost control in manufacturing firms in Sudan. The
problem of the study is the inability of grain mills to control costs under the complex economic,
environmental, and manufacturing conditions in Sudan. Therefore, the study aimed to identify the
extent to which the CAS is used in grain mills in Sudan, shed light on the obstacles to using this
system, study the ability of grain companies to set accurate standards based on scientific princi-
ples of costs, and explain the effect of using the CAS on the efficiency and quality of cost control.
The study hypothesized that there was a statistically significant correlation between the efficacy of
cost control in Sudanese grain mills and the use of CAS. And the results showed that there is
a statistically significant correlation between the profitability of Sudanese grain mills and the use
of the CAS. The study came to several conclusions, the most significant of which is that the quality
of cost control is determined by how well the CAS is applied and that the CAS aids management in
focusing on problems and pinpointing their root causes.

According to experts in the field of accounting cost, firms should train their employees to
become more specialized. The justification for this notion is that appropriately trained personnel

are more likely to minimize negative operational impacts while costing projects (Al-Swidi et al,,
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2021). Employees must be familiar with the procedures associated with various CAS in order to use
them efficiently and address any problems that might occur (Ellway & Walsham, 2015).

Other studies were summarized in (Table 1) based on the basic information about the research,
which includes the following: (1) author(s), (2) publication year, (3) paper topic, (4) the number of
citations, and (5) paper results.

Accordingly, the following hypotheses were proposed to be verified by the results of previous
studies:

H1: Implementing CAS may enhance the performance of manufacturing firms.

H2: CAS may assist with the preparation of various financial statements, decision-making, budget-
ing for the future, and providing cost data that helps more in determining product prices.

H3: Implementing the modern CAS has an important role in the functions and skills of the
accountant.

H4: CAS may face several difficulties, e.g. the CAS cannot reflect the current situation of the firm.
5. Methodology

5.1. Research design

This research presents SLR on the current state of research associated with the quality of CAS in
manufacturing firms. Research in managerial accounting and economics frequently employs the
SLR approach (Zakrzewska-Bielawska et al.,, 2022). A SLR may offer more objective conclusions
compared to a regular review (Hazaea et al., 2022). Results that are subjective and biased may be
lessened, and the inquiry status may be improved SLR (Khatib et al., 2022; Massaro et al.,, 2016). As
a result, the SLR approach and the Scopus database were both used in this research. Utilizing
Scopus, the largest abstract indexing database, prohibited us from skipping or excluding significant
papers from our inquiry (Abbas et al., 2020; Abbas, Jusoh, et al., 2022; Abbas, Qureshi, et al., 2022;
Hatzijordanou et al., 2019; Khatib et al., 2021). Additionally, this database contains data on a wide
range of topics and has sophisticated search capabilities that help academics create search strings
that yield trustworthy results, especially in broad fields like management accounting and econom-
ics (Ascani et al., 2021; Kroon et al.,, 2021).

The literature was searched using several keywords associated with the quality of CAS employed by
manufacturing firms. Along with the keywords, a search for synonyms of the primary ideas was done
to cover a wide range of potentially relevant terms. The final search string utilized in this research
includes the terms “cost systems”, “Quality of cost systems*”, “managerial accounting”, “cost
accounting*” cost accounting system “AND “Industrial companies*”, “Industrial sector*”, “manufac-
turing firms *” OR “activity-based costing”. All of the word derivatives were searched for using
asterisks, such as those in “cost*”. These terms have been used in a number of earlier studies on

management accounting and manufacturing firms (Al-Baghdadi et al., 2021; Saleh & Al-Nimer, 2022).

5.2. Article collection

(Figure 1) displays the inclusion and exclusion standards used to search the literature in the Scopus
database. For the initial sample, a search of the research titles and abstracts using the aforemen-
tioned keywords produced (390) articles. Given the aim of comprehensively analyzing the devel-
opment of the topic and incorporating a wide range of publications from the field of this research.
Due to the researcher’s linguistic competence, publications that were not published in English or
included in journals were excluded. The sample was reduced to (220) publications after deleting
works that did not deal with business, management accounting, cost systems, or economics. The
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Table 1. Summary of different papers related to the CAS in manufacturing firms

Author (s) Year Topic Citation Results
Alahdal Alahdal, (2016) The role of CAS in 15 The findings show
the pricing decision- that manufacturing
making in industrial firms can obtain
companies of Taiz accurate
city, Yemen accounting
information for
a reasonable price
by using their
accounting system.
Almatarn, Jarah & | Almatarneh et al. The role of 15 The results revealed
Jarrah (2022) management a relationship
accounting in the between
development of management
supply chain accounting and
performance in target costing and
logistics quality costing in
manufacturing manufacturing
companies companies.
Ascani, Ciccola & Ascani et al. (2021) | A structured 34 The amount of
Chiucchi literature review management
about the role of accountant
management participation is
accountants in lower than that of
sustainability non-accountants,
accounting and and there is general
reporting agreement in
academia and
practice that unified
cost accounting
and reporting in
firms require
increased
management
accountant
involvement.
Busachi et al. Busachi et al. A review of Additive 125 The study found
(2017) manufacturing that ABC is the
technology and most widely used
cost estimation technique for
techniques for the conducting product
defense sector costing
Chapman et al. Chapman et al. Managing quality of 2 In regulating the
(2021) cost information in quality of cost
clinical costing: information at the
evidence across policy and provider
seven countries levels, costing
systems can
support intricate
trade-offs.
Chen et al. M. Chen et al. Environmental cost 69 A summary of the
(2022) control system of experience with

manufacturing
enterprises using
artificial intelligence
based on the value
chain of circular
economy

value chain-based
environmental cost
control serves as

a guide for
manufacturing
firms looking to
implement
environmental cost
control.

(Continued)
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Author (s) Year Topic Citation Results
Dugi Dugci (2021) The relationship 11 Strategic
between management has
management as its primary goal
accounting, the efficient use of
strategic all resources while
management focusing on the
accounting, and competitive
strategic cost advantage of an
management organization.
Elhossade, Abdo & | Elhossade et al. Impact of 5 Depending on the
Mas’ud (2020) institutional and size of the
contingent factors organization, there
on adopting are different
environmental relationships
management between
accounting institutional
systems: the case pressures and the
of manufacturing use of
companies in Libya management
accounting
systems.
Jansirani, Jansirani et al. CAS structure and 63 Most CAS structural
Purusothaman & (2020) information quality traits have
Muthukumaravel properties: an a statistically
empirical analysis significant positive
impact on the
dimensions of cost
information quality.
Larbi Larbi (2021) Activity based- 3 The initial
costing system application of the
through three ABC system allowed
generations: Time- organizations to
Driven Activity- achieve
Based Costing a competitive
ABC-TDABC- advantage by
Performance- focusing on
Focused ABC customers who
achieve the highest
returns.
Pedroso et al., Pedroso et al. Management 30 The management
(2020) accounting accounting systems
systems: an are directly
organizational influenced by users’
competitive training and
performance satisfaction, task
perspective uncertainty, and
decentralization of
decisions.
Percevi¢ & Hladika | Percevi¢ and Movement from 13 The results are

Hladika (2016)

traditional to
modern cost
accounting
methods in
manufacturing
companies

showing that
modern cost
accounting
methods enable
more confidential
determination of
the real product
profitability.

(Continued)
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Table 1. (Continued)

Author (s) Year Topic Citation Results

Pham, D. C. Pham (2021) | The influence of 1 The application of
ABC ABC shows that it
implementation on has a favorable and
firm performance: considerable impact
empirical evidence on raising
from Vietnam manufacturing

firms.

Teklay et al,, Teklay et al. (2021) | ABC applied to 1 With a cost savings
automotive of around 3%, the
manufacturing outcome
a case of Mesfin demonstrates that
industrial ABC is superior to
engineering conventional cost

analysis.

Al-Baghdadi et al,, | Al-Baghdadi et al. Sustainable 25 This study showed

(2021) business model and that the association
corporate between BMI and
performance: the financial
mediating role of performance is
sustainable mediated by
orientation and management
mac in the United accounting control
Arab Emirates systems.

Chichan & Chichan et al. The role of 51 The study urges the

Alabdullah (2021) environmental application of
management management
accounting in accounting in Iragi
promoting industrial
sustainable businesses because
development in of its crucial role in
Iraq providing

information that
results in lowering
the negative
environmental
impacts caused by
its practice,

Elshaer Elshaer (2022) Analysis of 9 The results show
restaurants’ that TDABC appears
operations using to be a very
TDABC: a case study practical approach

for determining the
correct costing of
operations

Appelbaum et al. Appelbaum et al. Impact of business 496 Management

(2017)

analytics and
enterprise systems
on managerial
accounting

accountants now
have access to
more types of data,
more data storage,
and better
computational
capacity thanks to
evolving corporate
technologies.

(Continued)
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Figure 1. The flowchart shows
how samples are collected.

X: cogent.-business & management

Author (s) Year Topic Citation Results
Dana et al. Dana et al. (2021) Increasing 20 The usage of
productivity and management
sustainability of control systems in
corporate the area of quality
performance by management is
using intellectual found to help
capital accounting describe what
approach adjustments are
required to
maintain high-
quality levels.
[ Criteria of mining the Literature ]
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F—————— -’[ Limit to journal articles ] _____ A
: ’[ 280 Articles ]
1 T
:— ->[ Limit to English articles ] _____ —~
1 T 250 Articles ]
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1
I [ Limit to business and economic fields ] _____ v
: ’[ 220 Articles ]
1 T
:— - "[ Title & abstract screening ]_ I <
1 ’[ 190 Articles ]
1
1
1
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Limited to Scopus-indexed
journals 2015-2023

v
} - »[ 170 Articles ]

quality of CAS used by manufacturing firms must be addressed in each research for it to be
included in this examination. Selected research papers were either: Archives: which provides
a review related to the
impact of the CAS in

manufacturing  firms
as main content
(including a literature
review).

+ Behavioral: which uses empirical or observational methods to identify and analyze specific issues
related to the impact of modern CAS on accountants’ roles and skills (including case studies,
surveys, interviews, and empirical).

+ Concepts: which provide a discussion of challenges, issues, or trends related to the effects of recent
technical innovations on the functions and skills of the accountant, which have not been discussed
much in the literature so far.

The extensive search string used in this research led to the exclusion of many papers, which were

then reviewed by looking at the sample titles and abstracts. After being screened, (190) articles
that dealt with the subject of the research were found.
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Figure 2. Publication trend of
prior studies.

Following several SLRs (Farah et al., 2021; Mahdi Sahi et al., 2022), only journals included in the
academic directory Scopus-indexed journals 2015-2023 made up the research sample. By solely
taking into account publications from prestigious journals, we aimed to base our rating on the
most thorough and significant research. Hladika (2022) focused on journals in the first quartile
(Q1) while (M. Chen et al, 2022) concentrated on ABS-rated journals. Following the quality
assessment, 20 papers were eliminated, leaving (170) studies in excellent publications, as
shown in (Figure 1) .

5.3. Quantitative analysis of selected literature

According to (Figure 2), the annual publishing trend shows that interest in this topic has increased
over time. The significance of a survey is highlighted by the fact that more than (72%) of the papers
in this research date from the most recent time quantile, 2015-2023. After 2020, the quantity of
research increased significantly. The advancement of technology and legislation are two potential
practical drivers for this rise. The technological revolution has affected how manufacturing firms’
business and process information is presented, in addition to changing the public’s mindset. The
COVID-19 pandemic brought environmental problems to the forefront of academics’ attention. In
2020, (19) papers were published which is the largest number of publications in recent years.
Concerns have also been raised about the effects of COVID-19 on the economy. Velayutham et al.
(2021) for instance, examined how COVID-19 affects supply networks and how accounting data may
be utilized to confront the interruptions. They found that COVID-19 affected production. By giving
managers accurate accounting information at every step of the supply chain, such interruptions may
be avoided. This accounting data may also be helpful to external stakeholders to lower the risks.

5.4. Geographical distribution analysis of selected literature
The analysis of geographical distribution showed that the majority of earlier investigations were
carried out in developed nations. Data from advanced economies, like the US and the UK, were more
prevalent there, as shown in (Figure 3). Cost accounting methods have recently been mandated for
use in the industrial sector of developing and transitional economies all over the world.

Overall, 44% of the empirical publications in the sample were supported by data from a cross-

country sample group. Only one cross-country research was done on the African market, with
Asian and European companies receiving the majority of the attention (Bai et al., 2018). A larger
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Figure 3. Geographical distribu-
tion analysis of selected
literature.
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cross-country comparative investigation of these systems was conducted in this research including
Asia, Africa, Europe, South America, and North America. However, there no research has been
research on Latin America to the best of our knowledge. The results of this research shed light on
how economic policy, regulatory and legal restrictions, and the size of economies affect detection
attempts when using a modern CAS, which may differ by country. Accounting methods (e.g.,
applicable cost systems) may differ not only across countries but also within countries (Bai et al.,
2018; Raimo et al., 2021). Therefore, the quality of CAS is revealed to provide reliable information
to stakeholders for decision-making. The results of the analysis according to (Figure 3) indicate
that Africa included 19 articles, Asia 62 articles, Europe 52 articles, North America 5 articles, and

Page 13 of 24



Yaser Saleh et al.,, Cogent Business & Management (2023), 10: 2209980 O;K-: cogent P b us | Nness & mana ge me nt

https://doi.org/10.1080/23311975.2023.2209980

South America 13 articles. In addition, the studies that were applied to all countries globally
amounted to 19 articles.

6. Presentation and synthesis of the extracted findings

6.1. Cost accounting systems in manufacturing firms

Cost accounting, one area of accounting that had previously been employed primarily by the
corporate sector, has recently undergone many improvements because of the attention of aca-
demics, and it is commonly used in the industrial sector (Alahdal, 2016). Some public sector
businesses are gradually adopting cost accounting (Carlsson-wall et al., 2022). The management
community became aware of the growing worldwide competition among private firms (Aguinis
et al., 2020; Azimovna et al., 2022). It is necessary to keep production costs under control for a firm
to compete with other entities doing business in the same industry. This information was men-
tioned earlier (A. Sharma et al., 2021; Alvarez et al,, 2021; Nani & Sdfitri, 2021).

It has been criticized that the standard architecture of CAS establishes a separation between
fixed and variable costs (Da Silva Stefano et al,, 2022; M. Chen et al., 2022). Assisting the manage-
ment of the business in performing its different planning, control, and decision-making functions
when it requires accurate, timely, and reliable cost information is the goal of the CAS (Asiaei et al.,
2022; Ren & Chen, 2022; Yang et al., 2022). The CAS is a crucial resource for many administrative
choices, including those involving pricing, determining the best product mix, measuring opera-
tional costs for the business, and ultimately assessing performance (Jahani et al., 2021; Paustian
et al,, 2019).

There is no doubt that the existence of CAS is necessary to provide suitable information to make
judgments. However, with the amazing development of accounting systems, the decision-maker is
no longer constrained by a lack of information (Biraro et al., 2021; Flayyih et al., 2021). In addition,
there is an enormous of information that needs to be categorized and tabulated, which is the main
issue. To make the best administrative judgments, the proper information must be chosen for the
appropriate decision to make and assess the trade-offs of the numerous accessible options
(Alahdal, 2016; Rahmawati et al., 2019).

6.2. Cost management practice in manufacturing firms

The practice of cost management involves properly classifying and dividing costs in order to
determine the final price of the goods and services provided by the industrial unit. It also involves
appropriately adjusting and providing pertinent information so that managers and business own-
ers use it to guide the unit operations (Erasmus, 2021; Vallecillo et al., 2019). Additionally, costing
is the process of calculating the expenses associated with each component of production or
service (Busachi et al., 2017). Each product’s profit is determined by the difference between its
sale price and its overall production costs (Palulun et al., 2021; Sarkar et al., 2022). In addition, the
most important main rules of CAS are recording, classifying, and summarizing expenses to
calculate the firm’s costs and profits. Also, to manage the firm’s finances and make informed
decisions about where to allocate resources. CAS is essential for firms because it allows for
accurate financial planning and management (Jansirani et al., 2020).

Cost is therefore very important to the product’s design and profitability (Shaturaev, 2022). For
the project to be successful, the product must be manufactured according to the required pro-
cesses in the first degree and be possible within the initial cost estimates in the second degree
(Oluyisola et al., 2022; Pan & Zhang, 2021; Stauder & Kiihl, 2022). There is now a lack of accurate
and adequate costing systems because of the rapid expansion of information technology
(Erasmus, 2021; Heidari et al., 2022). Therefore, it appears that a comprehensive costing informa-
tion system is required.
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6.3. Disadvantages of cost accounting systems

The term “cost accounting system” refers to the process of documenting transactions involving
expenses paid and income received by a firm. This system also assists with the preparation of
various financial statements and cost management (Nani & Safitri, 2021). Thus, this area of
accounting helps managers adopt firm plans that are focused on efficiency and cost (Setyowati
et al,, 2021). However, the CAS faces several difficulties. For example, all of the recorded data is
a historical analysis of recent transactions; the CAS cannot reflect the current situation of the firm
(Yildiz & Ahi, 2022). Particularly considering that firm records serve as the foundation for the
decision-making process. Therefore, based on the above discussion, the decision is to accept Hé.

Moreover, several factors contribute to the constant variation in the price of raw materials, and
other commodities (Rodrigue & Picard, 2022). These variations in cost are caused by a variety of
factors, including economic and governmental regulations. The CAS is a complicated procedure.
Without learning the procedures of it, a person cannot easily comprehend the process. Even for
specialists, determining the accurate cost might be challenging at times (Walz & Guenther, 2021).

6.4. Advantages of cost accounting systems

Cost management and determining unit costs are the primary concerns of cost accounting in the
industrial sector. Cost systems have been created in particular to calculate the total cost of the
production for each unit of manufacturing (Han et al,, 2021; Lund et al.,, 2021). According to Cao
et al. (2021), cost accounting is a system that calculates expenses and profit, performance,
assesses inventories and manages individual behavior. In 1960, managerial accounting was
originally introduced in response to the need to produce accounting information for managerial
decision-making, particularly for both planning and control. Managerial accounting places a strong
emphasis on appreciating the appropriate cost of particular decisions (Ghandour, 2021; Nielsen,
2022).

According to Kumar et al. (2022), the contemporary CAS aids managers in planning for both the
immediate and long-term future. Additionally, the CAS is essential for enhancing private-sector
financial management (Raimo et al., 2021; Setyowati et al., 2021). A major result of private sector
changes has been the emphasis on “service management” as opposed to “management” together
with a parallel shift in emphasis from the traditional supervisory role of accounting towards cost
management (Easterby-Smith et al., 2015; Hood & Dixon, 2015; Ojogiwa, 2021). The main purposes
of CAS for the industrial sector are to improve decision-making, measure, and control performance,
and help managers carry out planning and control functions (Shaqgour, 2022). In addition, the most
important characteristics of modern CAS are that it is easy to operate and easy to understand. It
contributes to providing information to the management to assist in decision-making and budget-
ing for the future (Ren & Chen, 2022). It is also used in future planning and decision-making
processes by the firm. Also, it contributes to providing cost data that helps more in determining
product prices, and it also helps to predict the amount of time and resources wasted. Therefore,
based on the above discussion, the decision is to accept H2.

6.5. Benefits of cost accounting systems

Cost accounting is now a common practice across most firms and enterprises (Dana et al., 2021).
Most medium and large-sized businesses utilize a CAS to enrich the information provided by
financial accounting (Elhossade et al., 2020; Lutfi et al.,, 2022; Ren & Chen, 2022; Salvy Goel &
Berrones-Flemmig, 2022). In reality, the CAS is important for management, businesses, and the
economy (Abou Taleb & Al Farooque, 2021; Hilorme et al., 2019 Keel et al.,, 2017). A CAS records
how a firm interacts with its revenues and expenses to produce different financial statements and
control costs (Chichan et al,, 2021; Luo, 2021). A sound, effective CAS aids in discovering any
unproductive activities, losses, or inefficiencies (Epelle & Gerogiorgis, 2020). In order to achieve the
goal of the economy in a firm’s operations, cost reduction strategies, operations research techni-
ques, and value analysis techniques are applied (Goli & Mohammadi, 2022; Grover et al., 2020).
Manufacturing firms are making ongoing efforts to identify fresh and better ways to reduce costs
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(Azizi et al.,, 2021). CAS is also helpful for pinpointing the precise reasons behind changes in a firm
profit or loss (Tran & Tran, 2022; Zhang, 2021). Additionally, it aids in identifying underperforming
items or product lines so it can be discontinued, or substitute actions can be done.

Additionally, it gives management information and statistics to use as a reference for making
financial decisions (Donthu et al., 2021; Huy & Hang, 2021; Tuffour et al., 2022). The CAS can also
offer advice on a wide range of issues, including purchasing products, accepting orders that are
below cost, and choosing a machine to buy from a variety of options. CAS is also very helpful for
determining prices. It acts as a benchmark for measuring the suitability of selling prices. The
computed price could help create estimates (Palo et al., 2020). According to Choong and Islam
(2020), the application of the variance analysis cost accounting technique identifies deviations
from the pre-determined level and the appropriate action to eliminate such deviations in the
future. CAS comparison also aids in cost management. Such a comparison can be done over time
utilizing data from the same unit of businesses or many units within a single industry using
approaches like uniform costing and inter-firm comparison (Reklitis et al., 2021; Veile et al,
2019). It is possible to compare the costs of jobs, processes, or cost centers. Additionally,
a system of costing gives results that can be used by the government, wage tribunals, and other
authorities to address different issues. Pricing fixation, price regulation, tariff protection, and pay
level fixation are a few examples of these issues (Hofmarcher et al., 2020).

6.6. The importance of training employees on modern cost accounting systems

The training has been conceptualized from a variety of perspectives. For example, Van der Steen
(2022) defines it as a process that contributes to developing the capabilities and knowledge
necessary for employees, in order to implement the various activities that serve the firm manage-
ment. In other words, training equips workers with the skills that are necessary to perform their
tasks more effectively. It is a costly but essential issue that will help firms become more productive
and effective (Sal & Raja, 2016). Similar to this, staff members in Borshalina (2021) research stated
that training in the operation of modern CAS helped to be more confident and reduced errors.

According to experts in the field of accounting cost, firms should educate their employees to
become more specialized. The justification for this notion is that appropriately trained personnel
are more likely to minimize negative operational impacts while costing projects (Al-Swidi et al,,
2021). Employees must be familiar with the procedures associated with various CAS in order to use
them efficiently and address any problems that might occur (Ellway & Walsham, 2015). Training
gives participants the skills necessary to apply real fix the issues they meet on the ground.
Therefore, based on the above results, the decision is to accept H3.

According to Austin-Egole et al. (2020), training contributes to raising employee motivation
levels and organizational profitability. Additionally, it decreases the levels of stress and absentee-
ism. Similar to this, training decreases costs (work satisfaction, and loyalty to the business), and
promotes knowledge transfer (Woldman et al, 2018). In conclusion, training enhances work
performance and has a beneficial impact on production levels, user satisfaction, and decision-
making that is appropriate for the firm needs (N. T. Pham et al., 2020). Jasim and Raewf (2020)
contend that manufacturing firms should allocate a portion of their revenues toward the creation
of accounting software, the improvement of human resources, and the instruction of accountants
in cost accounting methods.

7. Discussion and conclusion

Investigation into the quality of CAS has revealed several issues that require further research. The
majority of studies about the quality of CAS focused on commercial firms (e.g., Dutta et al., 2021).
That assessment indicates that several challenges and implications of the quality of CAS in
manufacturing firms require further research. Some of these directions are outlined as follows.
Sometimes researchers can’t access the data from underdeveloped countries because many
annual reports are not available in English (Gligor et al., 2018; Omar & Inaba, 2020). However,
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since businesses now publish their annual reports in English, more essential data is now more
readily available. Therefore, the research conducted in emerging markets and cross-country
research should be increased. In order to account for differences in accounting, cultural, economic,
legal, and political systems, most research chooses to collect data from one country. In terms of
the presence of specific information, the computation of variance, and the frequency of reporting,
the structure of the CAS has an impact on the relevance, correctness, timeliness, usability,
compatibility, reliability, and accuracy of the information for decision-making (Chapman et al,,
2021; Ren & Chen, 2022). Furthermore, it was found that cost analysis by cost center, product, and
activity had a negative impact on the utility of cost information, which was unexpected. It can be
inferred that a CAS that analyzes data using broad nature criteria, including cost centers, products,
and activities, may not always give accurate data for decision-making that serves several pur-
poses, such as carrying out a range of administrative tasks.

Overall, the consensus supports the theoretical assertion made in the management accounting
literature that more functional CAS yields higher-quality information. For example, Jansirani et al.
(2020); R. Sharma and Villanyi (2022); Ifada and Saleh (2022) all concurred that cost systems that
provide exact information and more clearly define expenses have useable data and eventually
help managers make decisions that would increase performance. Therefore, based on all the
above results and discussion, the decision is to accept H1. The projected impact of decisions
based on aggregate information is reportedly less than that of decisions based on specific
information, according to (Ulfert et al., 2022). In the same vein, Lutfi (2022) asserted that the
opinions about the quality of CAS could serve as a reliable gauge of how well the system is crafted
to support decision-making. Elagili (2015) and Almatarneh et al. (2022) emphasize the need of
using CAS that provides helpful information for making planning and control decisions.
Additionally, there are strong relationships between the fundamental dimension of the structure
of CAS (Asiaei et al., 2022; Hamza et al., 2021; Jadid, 2015). This shows that although the CAS
established in practice may adopt different forms their fundamental dimensions are internally
consistent. As a result, each cost information quality level reveals a distinct aspect of how valuable
cost information is for making decisions. However, has a significant correlation with the other
quality criteria that any CAS must provide. In the same vein, the majority of the research supported
the idea that businesses should allocate a portion of their profits to the creation of programs for
human resources and accounting systems as well as the education of accountants on key
accounting software in order to maximize the use of these systems within the business and
boost performance (Al-Swidi et al., 2021; Jasim & Raewf, 2020; Sal & Raja, 2016).

The current research in the area of accounting information systems offers insightful information
about the broad effects of control in CAS at different economic levels. Nevertheless, despite
growing interest in CAS, there hasn’t been much research done on its use by manufacturing
firms. The SLR approach used resulted in a final sample of (170) publications on CAS. The initiatives
to disclose the quality of CAS are effective if the results of these many areas are systematically
analyzed.

The research conclusions of the research have important Practical and theoretical implications.
First, the research offers a comprehensive model that incorporates several facets of CAS design
and application. This discussed model is applied in manufacturing firms. The model can never-
theless be simply applied to various industries because of its generality. Second, the research
shows it is very important for a manager to have access to sophisticated cost information when
making decisions, but at the same time, the design of cost systems was discovered to be
a significant explanatory element the quality of CAS. Third, the research shows that training
employees to operate a modern CAS helped increase confidence and reduce errors. Therefore,
these findings might make technical cost system designers more aware of the beneficial dimen-
sions of information. Additionally, the instruments of information quality investigated in this
research may be a good starting point for monitoring and assessing the level of user satisfaction
with the firm’s CAS. Such an assessment might also be carried out as part of a post-
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implementation review. The goal may be to pinpoint the areas within that scope that need to be
improved in upcoming system development initiatives. The practical contribution of this research
lies in providing an integrated understanding of the effects of recent technological developments
on the accountant’s role and skills, which have been discussed far in the current research.

Future studies may be focused on helpful areas, as suggested by the results discussed above.
The research restriction to manufacturing firms only makes it difficult to extrapolate the findings
to other sectors of the economy. However, for the conclusions to be more broadly general, the
research needs to be replicated in other economic areas. Finally, the research approach has relied
on perceptual measurements of the cost system structure and information quality. Future studies
could look at how cost system design decisions affect quantitative business performance indica-
tors like profitability and cost structure. A crucial issue that could prompt a more thorough
investigation into the components of comprehensive cost information that are associated with
relevance improvement is the unexpectedly negative trend in the association between the level of
detail in cost accounting information and relevance. In addition, more research is required on the
competencies, skills, and roles that management accountants must play in order to improve the

quality of cost accounting and reporting systems, and thus promote their adoption.
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