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Abstract

In the modern business environment, traditional cost accounting methods are
increasingly being replaced by advanced approaches that enable more precise
cost management and enhance business competitiveness. This paper analyzes the
application of contemporary cost accounting methods in the Republic of Srpska,
including Activity-Based Costing (ABC). This paper explores the role of ABC as
an essential element of information support for contemporary management,
emphasizing its contribution to cost optimization, performance evaluation, and
strategic planning. The research is based on a survey conducted among
accountants to examine their perception of the advantages, challenges, and
frequency of applying contemporary cost accounting methods. Descriptive and
non-parametric statistical analysis was applied to identify the key factors
influencing the selection and implementation of modern cost accounting methods.
A particular focus is placed on analyzing the relationship between the degree of
enterprise digitalization and the adoption of contemporary cost accounting
methods, with special emphasis on the knowledge and application of ABC. The
findings provide insight into the current level of adoption of these methods in the
Republic of Srpska, as well as the barriers preventing their wider implementation.
The study's conclusions are expected to be beneficial to accountants, managers,
and decision-makers in selecting optimal methods for improving cost management
in enterprises.
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Introduction

The greatest challenges of modern business strategies are not related to
formulation, but to the implementation of business strategy. Numerous difficulties
arising during implementation stem from constant and unpredictable changes in
both the external and internal environments of enterprises. A modern enterprise
can achieve a competitive advantage based on sources of value creation (a
differentiation strategy), sources of cumulative cost reduction compared to
competitors (a low-cost strategy), or both simultaneously (a hybrid generic
strategy). In all three cases, managers conduct an in-depth analysis of value
drivers and cost drivers. To analyze these drivers and search for other ways to
create (and enhance) competitive advantage, managers use proven strategic
management techniques. One of the most significant techniques is Michael
Porter's (1985) value chain analysis. The focus of the value chain analysis is on
activities, which, according to this concept, can be: (1) primary activities (those
that follow the physical flow of products and services — such as inbound logistics,
operations, outbound logistics, marketing, and services), and (2) support activities
(those that provide support for primary activities and each other — such as
procurement, technology development, human resource management, and
infrastructure). The value chain technique has significantly influenced the
evolution of existing and the emergence of new cost planning and accounting
systems. In this context, Activity-Based Costing (ABC) and Activity-Based
Budgeting (ABB) have emerged. Managing value chain costs under modern
business conditions represents a key challenge for organizations aiming to
maintain competitiveness and achieve sustainable growth. The value chain
encompasses all activities necessary to create and deliver products or services to
the end user, and effective cost management in each segment of the chain is a vital
success factor. A dynamic business environment, characterized by rapid
technological advances and the increasing use of artificial intelligence, market
globalization, and growing competition, presents numerous challenges for
organizations in managing value chain costs. It is crucial for organizations to
recognize these challenges and develop strategies that enable them to manage
costs effectively, achieve their goals, and maintain a competitive edge. Intense
global competition and technological innovations, combined with changing
consumer demands, are forcing businesses to adapt their management approaches,
transform production systems, and invest in new technologies.

In the first section of this paper, a review of relevant literature was conducted to
identify the key challenges of the business environment in managing value chain
costs and to provide a brief summary of the fundamental characteristics of the
ABC system. To investigate the prevalence of modern approaches to cost
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accounting and management in enterprises, a survey was conducted. The
respondents consisted exclusively of certified accountants in the Republic of
Srpska.

Characteristics of the modern business environment

In the modern business environment, dynamism and unpredictability have become
the norm, requiring companies to constantly strive for autonomy, drive
improvement, and maintain a healthy financial structure to achieve success.
Trends in the business environment demand continuous changes in production
processes and management concepts, which also implies adjustments in
accounting methods. To keep up with trends, businesses must focus on
innovation, entering new markets, and introducing new products. Understanding
the new business environment is crucial for the continuous improvement of
organizational structure and strategy in order to achieve the set goals (Novicevi¢
Cedevi¢, 2016). As a result, organizations are increasingly transitioning from
traditional business models to a process-oriented approach, leading to the rise of
process-oriented organizations. Process orientation has become a key concept in
the business world, focusing on optimizing business processes to achieve greater
efficiency and quality (Bozi¢, 2023). By applying Lean principles, such as
eliminating unnecessary waste, establishing efficient workflows, and promoting
continuous learning and improvement, businesses can achieve greater efficiency,
competitiveness, and long-term success. This approach is not limited to
production but can also be applied in other sectors, such as services and
administration, to achieve similar benefits in improving performance and
customer satisfaction (Radosavljevi¢, Boskovi¢ & Mihajlovi¢, 2015).

A significant transformation in business structures has been driven by the shift
toward process-oriented models, leading to the transition from traditionally
vertical organizations to horizontally structured companies. This structure fosters
process-oriented management by enhancing information flow, innovation in cost
tracking, and performance measurement (Noviéevi¢ Cedevi¢, 2016). Intense
global competition and technological innovations force companies to develop new
management approaches and tools, as well as change production systems and
invest in new technologies. These dynamics are leading to shorter product life
cycles and changes in cost structures, encouraging companies to be more flexible
and innovative in addressing the challenges of the modern business environment
(Kali¢anin & Knezevi¢, 2013).

The emergence of large enterprises with high capital investments, technological
innovations, and changing consumer demands are key characteristics of today’s
business world, resulting in significant changes in the cost structure of businesses.
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The increase in overhead costs relative to direct costs arises from the production
and distribution of a wide range of products, the expansion of sales channels, and
intensive marketing and research and development activities. Additionally,
modern production is characterized by a changed structure and nature of certain
costs, which often calls into question the traditional division between fixed and
variable costs, along with an increase in overhead costs not directly linked to
production volume. In contemporary enterprises, direct labor and material costs,
which once played a dominant role, now often constitute a small and declining
portion of total production costs due to technological innovations and the
discovery of cheaper materials. The automation of production contributes to an
increase in fixed costs, while rising fuel prices directly affect the procurement
costs of technology. The increase in overhead costs is due to the growth of
auxiliary activities beyond direct production, leading to issues with accurate cost
calculation and allocation to products. These factors have led to a significant
increase in overhead costs within the total cost structure, posing challenges for the
accurate determination of product costs, as well as for cost calculation and
management (Knezevi¢, 2016).

In the contemporary business environment, in addition to changes in cost
structure, there is also a shift in the nature of certain costs. While labor costs were
traditionally considered variable, in the new environment, due to uncertainty in
production levels, these costs take on a fixed nature (Anti¢, 2003). Consumers
have become the focal point in modern business for several reasons. First, in an
intensely competitive world, meeting consumer needs and demands is essential to
a company’s survival and growth. Second, the digital revolution and the
development of the internet provide consumers with greater access to information,
transparency, and choice, making them more powerful than ever before.
Furthermore, social media and online platforms offer companies the opportunity
to communicate directly with consumers and receive real-time feedback, which is
invaluable for adapting products and services to their needs and desires. Finally,
the increasing emphasis on personalization and user experience requires
companies to pay close attention to consumers to build loyalty and long-term
relationships. As a result, process-oriented organizations have emerged, with a
focus on consumers in all aspects of their operations. Moreover, the shift from
standardized to flexible products allows companies to more easily adapt to
consumer needs. Increased product flexibility emphasizes customer satisfaction
over functionality, leading to continuous process improvement to meet current
and future consumer needs (Kahrovi¢, 2011).

Modern companies can achieve a competitive advantage by efficiently adding
value or reducing overall costs compared to their competitors (a low-cost
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strategy), or by focusing on specific market segments. Managers conduct in-depth
analysis of value and cost factors to understand the sources of competitive
advantage. By using traditional and modern cost calculation techniques, they
explore new ways to improve competitiveness and enhance efficiency, which is
crucial for companies in transition (Jablan Stefanovi¢, Knezevi¢ & Jugovic,
2021). The advantages of a process-oriented organization compared to a
traditional structure include a clear view of operations and inter-functional
relationships, a focus on customer needs with a simple analysis of their
requirements, easier identification of problems such as inefficiencies or
bottlenecks, defined responsibilities, improved communication and collaboration
between functional units, readiness for change, and process optimization that
directly impacts business outcomes (Knezevi¢, Bojovic & VesSovié, 2008).
Organizational structure and production processes in modern companies must
continuously adapt to new conditions in the external environment. A process-
oriented approach to business emphasizes communication, decentralization,
coordination, and teamwork, as opposed to the traditional functional structure.
This approach involves reducing hierarchical levels to emphasize collaboration
and two-way communication, rather than rigid command structures
(Radosavljevi¢, 2016).

The development of information technologies has significantly changed the way
we see the world around us. Since the 1990s, the development of information
technologies has paved the way for the emergence of a new business concept — the
concept of business networks. One of the key aspects of globalization has become
the networking of companies, which has been made possible by internet
technology and the use of various online applications. For many companies, the
advent of the internet has meant a complete transformation of business operations,
from procurement and production to sales, distribution, and communication with
stakeholders. Artificial intelligence (AI) and rapid technological changes
significantly affect cost management and cost accounting systems in several ways.
First, the use of Al allows for the analysis of large amounts of data in real-time,
enabling more accurate tracking and forecasting of costs. Additionally, the
automation of processes using Al can reduce labor costs and increase efficiency.
Rapid technological changes are leading to the emergence of new technologies
that can optimize production processes and reduce production costs, but at the
same time require continuous updates to cost accounting systems to reflect
changes in costs and performance. New technologies bring greater flexibility to
production processes, work organization, and management, resulting in shorter
product life cycles and changes in the cost structure. These changes require
adaptation, especially regarding new information processing technologies such as
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JIT systems and new approaches to business management. This implies new
strategies, structures, and tools for coordination and control, representing a new
"know-how" technology. Internet technology offers a range of benefits, including
a significant reduction in the cost of gathering information and easier access to
that information. It also enables quick access to information that facilitates
decision-making processes. Furthermore, it accelerates and improves the quality
of communication (Knezevi¢, 2016).

With the development of computer systems, accounting information systems have
evolved from simple paper books and ledgers to sophisticated databases.
However, the application of computer systems often amounts to an efficient
replacement for traditional methods, resulting in databases with limited
information. The introduction of Al into company computer systems can resolve
this issue, enabling systems to perform tasks such as planning and speech
recognition, overcoming the limitations of traditional accounting information
systems. In the future, the focus will be on analysis rather than just data entry, as
although computers can perform analyses, human interpretation remains essential,
and human creativity and imagination cannot be replaced by Al programs or
robots. It is to be expected that future accounting curricula will include subjects
related to programming and using Al for routine accounting functions, which will
not only ensure the survival of accounting professionals but also increase their
productivity and improve their skills (Mohammad et al., 2020). The integration of
Al into ABC systems represents a transformative shift, addressing the limitations
of traditional ABC methods in handling complexity and large data volumes. Al-
driven ABC systems leverage advanced algorithms, machine learning, and data
analytics to enhance cost allocation accuracy, automate routine processes, and
provide actionable insights into cost behavior (Chen, 2025).

The scope of accounting information support for ABC systems in modern
business conditions

Cost information plays an increasingly important role in management, and costing
methods are used to reflect the expenses incurred in the production of goods or
services, with ABC standing out for its detailed methodology and precise
implementation (Borges et al., 2024).

The ABC approach is based on the idea that activities consume resources and
incur costs, while the effects are generated by the activities. First, costs are
allocated to activity centers based on their cost drivers. Then, based on the
relevant cost drivers, the costs of products or services are determined. In the
activities of a company, input resources are transformed into output effects,
adding value to the resources to achieve these effects for internal or external users.
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A key part of the ABC approach is the proper definition and presentation of
activities within the company so that the system functions adequately. This
involves identifying activities that consume resources, identifying the cost drivers
associated with those activities, allocating overhead costs to those activities, and
finally, allocating activities to output effects (Knezevi¢, 2016).

The initial premise is the following: activities consume resources, meaning that
activities cause costs, and effects consume activities. In the first step of the ABC
approach (activities consume resources or cost elements), costs are assigned to the
corresponding activity centers (groups of activities with the same cost drivers) in
order to determine the total costs of the activities. In the next step, based on
relevant cost drivers, the costs of products, services, or other cost objects are
determined. According to the ABC concept, these include: products, services,
marketing channels, consumers, processes, activities, etc., depending on the cost
accounting objective. In a company’s activities, inputs (resources) are transformed
into outputs (effects), adding value to the resources to transform them into effects
for internal or external consumers. Proper definition and presentation of activities
within the company are essential for the adequate functioning of the ABC system.
Therefore, the ABC approach includes: the identification of activities that
consume resources; the identification of the cost drivers related to these activities;
the allocation of overhead costs to activities, and the allocation of activities to
effects (Maher, Lanen & Rajan, 2006). When designing an ABC system, it is
essential to ensure the correct definition of activities within the company, the
number and nature of the data collected at the activity level, and the appropriate
grouping of activities into activity centers. The quality of data about activities
(costs, output measures, capacity usage, quality, productivity, investments in
activities, etc.) determines the objectivity of measuring the company’s
performance. Proper classification of activities is necessary before the ABC
system begins to function. This is due to the specific requirements for monitoring
and analyzing different activities. Common types of activities include: a) primary
and secondary activities - costs of primary activities are directly or indirectly
assigned to cost objects, while costs of secondary (supporting) activities are
assigned to primary activities; b) value-added activities for consumers and non-
value-added activities for consumers - permanent analysis of activities, based on
the data of a well-designed ABC system, gives managers the opportunity to
decide on the reduction or elimination of the latter (Maher, Lanen & Rajan, 2006);
¢) discretionary and necessary activities (Glad & Becker, 1996). The final effect is
the cost driver of activities, and cost drivers incurred during activities are factors
that cause the costs to arise, i.e., factors or transactions that are significant
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determinants of costs. Which cost driver will be relevant depends on the specific
conditions of the company's operations.

The ABC method complements the traditional cost tracking system, allowing for
more accurate cost allocation in an aggressive market environment. It identifies
potential for improving production efficiency in a dynamic business environment
and enables more accurate estimates of production costs (Petkovi¢ & Stojkanovic,
2021). The final effect is caused by activities, while cost drivers arising from the
performance of activities incur costs. When selecting the relevant cost driver, it is
important to consider the specific business conditions of the company and the
correlation between activity consumption and activity drivers. The ABC approach
allocates resource costs to activities based on their consumption drivers, as well as
the costs of each activity to cost objects based on their activity drivers (KneZevic,
2016). The ABC cost allocation method enables a more objective cost
distribution, which is particularly useful in companies with a high proportion of
overhead costs.

ABC is therefore today a widely accepted cost accounting system that provides
significant support in business, financial, and strategic decision-making (Stratton
et al., 2009). The informational content provided by ABC is not only useful in the
strategic planning process but also in the implementation of business strategy.
Today, as an indispensable technique for implementing and formulating business
strategy, the technique known as the Balanced Scorecard (BSC) appears (Puri¢in
et al., 2014), or in its original form, Balanced Scorecard (Kaplan & Norton, 2001,
2004). In the Balanced Scorecard, desired achievements or objectives are
operationalized through metrics that track their realization, and then precise,
quantified, and time-bound tasks and actions are defined to achieve them. ABC
and BSC represent two modern and complementary concepts (Kalianin &
Knezevi¢, 2013).

Research objective and methodology used

This paper aims to explore the key challenges organizations face in managing
value chain costs in the new business environment and to identify the cost
accounting approaches being utilized. The paper will subsequently present
research findings on the awareness of accountants in the Republic of Srpska
regarding new cost accounting approaches. The focus of this research is on
understanding how organizations can effectively manage costs across all segments
of the value chain to maintain competitiveness and achieve sustainable growth in
a dynamic business environment.
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The purpose of the survey was to assess accountants’ awareness of new cost
accounting approaches and the extent of their application. One of the earliest
studies on the adoption of the ABC system was conducted by John Innes and
Falconer Mitchell (1995), who sent a survey to various major companies in the
United Kingdom to determine the level of adoption of ABC and to examine user
perspectives. In 2000, the same authors, along with Sinclair (Innes, Mitchell &
Sinclair, 2000), reported that 17.5% of firms in the UK had implemented ABC.
Bhimani et al. (2007) later conducted research across seven countries, revealing
the following percentages of respondents who utilized ABC across all business
units: the UK (55.8%), the USA (54.4%), Germany (50%), Canada (39.1%)), Italy
(26.3%), France (21.6%), and Japan (6.1%). In 2022, a group of Greek researchers
assessed ABC adoption in Greek companies, and explored factors that facilitate
and motivate the implementation of this approach. Their findings showed that
10.8% (n=11) of companies used ABC, 8.8% (n=9) had insufficiently considered
its future implementation, and 80.4% (n=82) still relied on other cost accounting
methods (Kitsantas, Vazakidis & Stefanou, 2022). Additionally, Madwe et al.
(2020) highlighted in their research that the primary barriers to ABC
implementation include a lack of support from top management, cost structure
issues, and other technical factors. The study by Tran and Tran (2022) revealed
that indirect cost proportion, competitive pressure concerning price and quality,
and product diversification significantly influence a firm's decision to adopt the
ABC method. Based on these findings, this study aims to examine the situation in
the Republic of Srpska and determine whether modern cost accounting
approaches are sufficiently applied.

This research is quantitative in nature and is based on a descriptive survey
conducted through an electronic questionnaire. The goal was to examine the
degree of application of modern cost accounting methods among accountants in
the Republic of Srpska and to identify the key factors that influence their choice.
The survey was distributed by e-mail and sent to 148 addresses. The total number
of received and valid answers is 81. Considering that, the final research sample
consists of 81 respondents, whereby only accountants who have a professional
certificate, have at least three years of work experience in the field of accounting
and work in companies that have been in business for more than five years are
included in the survey. This sample enables a relevant and reliable analysis of the
application of modern methods of cost accounting, as it includes only experts with
adequate knowledge and practical experience in the field of cost accounting.
Although the sample size may seem relatively limited, its specific composition
and purposefully chosen criteria make it representative of the researched
population. Also, given that the research is not aimed at the entire population of
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accountants, but at those with defined professional qualifications and experience,
the number of 81 respondents is sufficient for valid conclusions. The
Kolmogorov-Smirnov test to check the normality of the data distribution. The
validity of the sample was further confirmed using non-parametric statistical
methods, which are suitable for data analysis in studies with specific and smaller
samples. The Kruskal-Wallis test was used to examine the differences between the
groups (Ostertagova, Ostertag & Kovac, 2014). The Spearman correlation was
used to analyze the relationship between the degree of digitization of the company
and the application of modern cost accounting methods. Spearman's correlation
coefficient measures the degree and direction of monotonic association between
two variables. The value of the coefficient ranges from -1 or perfect negative
correlation to +1 or perfect positive correlation (Ali Abd Al-Hameed, 2022). Data
analysis was performed using the statistical software package SPSS. Based on the
objectives of this research, the following hypotheses were formulated:

HI: There is a statistically significant difference in the degree of
digitalization (equipment of companies with adequate IT support for a
modern approach to cost accounting) depending on the size of the
company.

H2: There is a statistically significant positive relationship between the
high level of digitalization of the company and the adoption of modern
cost accounting approaches.

H3: The type of company ownmership has a statistically significant
influence on the choice of cost accounting method.

Research results and discussion

The descriptive analysis of the sample showed that 58% of respondents were
female while 42% were male. In terms of age structure, the largest number of
respondents in the sample is between 36 and 45 years old (42%), followed by
respondents between 26 and 35 years old (27.2%), and then there is a significant
participation of respondents between 46 and 55 years old (22%). Respondents
aged 18 to 25 years (3.7%) and 56 years and older had the lowest participation
with a total participation of 4.9%. In addition to the gender and age of the
respondents, the demographic data also included questions regarding the
respondents' years of work experience in accounting and finance. A total of 35.8%
of the respondents reported having 6 to 10 years of work experience in
accounting, followed by 22.2% with 16 and more years of experience. The results
show that the largest percentage of surveyed accountants work in companies that
have been in existence for more than 30 years (30.9%). A significant share also
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belongs to companies aged between 21 and 30 years (28.4%), while 24.7% of
respondents work in firms that have been operating for 11 to 20 years. The
smallest percentage of companies (16.0%) falls into the 5 to 10-year category.
These findings indicate that most of the analyzed companies have long-standing
business experience, which may influence the adoption of modern cost accounting
methods. The descriptive analysis of company size indicates that nearly half of the
surveyed accountants (45.7%) work in small enterprises. Medium-sized and large
companies are equally represented, with 27.2% of respondents working in each
category. The analysis of ownership structure reveals that the majority of
surveyed accountants (54.3%) work in private enterprises or organizations. Public
(state-owned) companies account for 34.6% of the sample, while 11.1% of
respondents are employed in foreign multinational corporations.

The results indicate that traditional cost accounting methods are more prevalent
among the surveyed accountants. Out of 81 respondents, 50 (61.7%) reported
using traditional costing methods, while 31 (38.3%) reported adopting modern
costing approaches. This suggests that despite the growing emphasis on advanced
cost management techniques, traditional methods remain dominant in practice.
Before conducting statistical tests, a normality test was first performed to check
the distribution of the data. The Kolmogorov-Smirnov test was used for this
analysis to determine whether the data were normally distributed (7able 1.).

Table 1. Tests of Normality

Kolmogorov-Smirnov Shapiro-Wilk
Variables Statistic df Sig. Statistic df Sig.
gender 0.381 81 0.000 0.627 81 0.000
age 0.234 81 0.000 0.849 81 0.000
work _experience 0.215 81 0.000 0.873 81 0.000
age company 0.189 81 0.000 0.857 81 0.000
company_size 0.291 81 0.000 0.764 81 0.000
ownership_structure 0.298 81 0.000 0.775 81 0.000
costing_approach 0.400 81 0.000 0.616 81 0.000
degree company digitization 0.230 81 0.000 0.832 81 0.000

Source: the authors

Since all the data deviated significantly from the normal distribution (because the
p-values are less than 0.05), it can be concluded that the data are not normally
distributed.

To test the proposed hypotheses, various statistical analyses were conducted. H1
was examined using the Kruskal-Wallis test to determine whether there is a
significant difference in the application of modern cost accounting methods based
on company size (Table 2.). H2 was tested through Spearman’s correlation
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analysis, assessing the relationship between the level of digitalization in a
company and the adoption of modern costing approaches (7able 3.). Finally, H3
was analyzed using the logistic regression to evaluate the impact of ownership
structure on the choice of cost accounting method (7able 4.). These tests provided
insights into the factors influencing cost accounting practices among accountants.

Table 2. Hypothesis Test Summary — Kruskal-Wallis test

Null Hypothesis Test Sig. Decision
1 The distribution of the degree of digitization of companies  Independent- 0.023 Reject the
(equipment of companies with adequate IT support for a Samples null
modern approach to cost accounting) is the same for all Kruskal- hypothesis.
categories of enterprise size. Wallis Test
Asymptotic significances are displayed. The significance level is 0.050.

Source: the authors

Based on the conducted analysis, the research results indicate that the size of the
company has a significant impact on the degree of digitization, especially in the
context of the application of modern cost accounting methods. The rejection of
the null hypothesis indicates that the level of digitization differs between small,
medium and large enterprises, which suggests that larger enterprises have better
conditions for implementing modern digital tools and technologies. Based on the
results of the Kruskal-Wallis test, hypothesis HI is confirmed.

To test hypothesis H2, which concerns the existence of a statistically significant
positive relationship between the high level of digitalization of the company
where accountants work and the adoption of modern cost accounting approaches,
Spearman's correlation method was applied. This test was used to examine the
relationship between the variables degree of digitization of company and cost
accounting approach. Since these variables are of an ordinal type, Spearman's
correlation was appropriate for the analysis.

Table 3. Spearman’s rho test correlations

costing_appro degree_company
ach _digitization
Spear costing approach Correlation Coefficient 1.000 0.832"
man's Sig. (2-tailed) . 0.000
tho  degree company digitization Correlation Coefficient 0.832" 1.000
Sig. (2-tailed) 0.000
**_Correlation is significant at the 0.01 level (2-tailed).

Source: the authors

The results of the Spearman's correlation test confirm that there is a statistically
significant positive relationship between the level of digitalization in the company
and the adoption of modern cost accounting approaches. Specifically, the
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correlation coefficient is 0.832, with a p-value of 0.000, which is well below the
0.01 significance level. This indicates a strong positive correlation, meaning that
companies with a higher degree of digitalization tend to adopt modern cost
accounting methods more frequently. These results confirm hypothesis H2.

Logistic regression was used to test hypothesis H3. This test was chosen because
the dependent variable (costing approach) is binary, with the options “traditional”
and “modern”, while the independent variable is ownership type, which is a
category. Logistic regression allows for the analysis of the impact of the
categories of independent variables on the binary dependent variable.

Table 4. Logistic regression

Variables in the Equation

B S.E. Wald df Sig. Exp(B)
Step 1*  ownership_structure 1,169 414 7,971 1 ,005 3,218
Constant -2,597 ,804 10,433 1 ,001 ,075

a. Variable(s) entered on step 1: ownership_structure.

Source: the authors

The regression results show that the type of ownership is a significant predictor of
the choice of cost accounting method (p = 0.005). The coefficient B = 1.169
indicates that private or foreign-owned firms are 3.218 times more likely to use a
modern costing approach compared to publicly owned firms. These results
confirm that the type of ownership has a statistically significant effect on the
application of modern cost accounting methods. This confirms hypothesis H3.
Private and foreign companies are more likely to adopt modern cost accounting
methods compared to public sector companies due to greater flexibility in
decision-making, which allows them to implement new technologies and
methodologies more quickly. Private companies, driven by profitability and
competitiveness, often use modern methods such as ABC to optimize costs and
improve operational efficiency, while the public sector faces less pressure for
profit and market competition, making the adoption of modern approaches more
challenging. Additionally, private and foreign companies have greater resources
to invest in technology and training, while the public sector may be constrained by
budgets and regulatory frameworks that hinder innovation. The culture of
innovation in private companies, along with lower political and regulatory
pressures, further facilitates the adoption of modern accounting methods.

In order to investigate which approaches are the most well-known and applicable,
an analysis of the survey responses was conducted. The analysis included (7able
5):
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1. traditional cost accounting approaches (actual cost accounting system,
standard cost accounting system, variable cost accounting system)

2. modern accounting approaches (cost accounting by activity - ABC, JIT
and Backflush, calculation and management of total quality costs - TQM,
based on target costs - TCM, life cycle costs - LCCM, through the value
chain - VCA, Lean production and value stream accounting - VSA).

Table 5. Frequency — cost accounting approaches: traditional vs modern

Frequency Percent Valid Percent Cumulative Percent
Valid traditional 50 61,7 61,7 61,7
modern 31 38,3 38,3 100,0

Total 81 100,0 100,0

Source: the authors

Out of the 81 valid responses, 50 accountants (61.7%) use a traditional costing
approach, while 31 accountants (38.3%) use a modern costing approach. This
indicates that a larger portion still relies on traditional costing approaches.

Graph 1. Assessment of respondents' familiarity with modern cost accounting and
management methods

Calculation | Calculation | Calculation Calculation Lean
and cost .
and and cost and manufacturin;
JIT nad management
ABC management|management|management g and value
Backflush . throughout
of total based on | of life cycle stream
] the value -
quality costs| target costs costs . accounting
chain
1 15 35 18 12 19 17 40
2 16 30 32 18 36 37 26
3 17 12 22 15 20 22 11
4 15 27 2 3
5 18 9 1

Source: Authors

We can conclude that accountants are least familiar with JIT and Backflush
systems, as well as with Lean production and value stream accounting, as
accounting information support for Lean management. However, the most
familiar system reported by respondents was ABC and calculation and
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management based on target costs, but it is still an insufficient percentage (Graph

L).
of

the traditional approaches, respondents mostly apply the cost accounting

system based on actual costs (41), followed by the variable cost accounting
system (12) and the standard cost accounting system (12).

Calculation system according to standard costs

Calculation system according to actual costs

Graph 2. The most applicable traditional cost accounting systems

Variable cost calculation system

Source: Authors

Finally, as part of an open-ended question in the survey, accountants were able to
express their views on the main challenges of implementing the ABC method.
They cite the following as the main challenges:

1.

Complexity of implementation - ABC requires detailed mapping of activities
and costs, which can be time and resource demanding. Identifying and
tracking all relevant activities can be complicated, especially in large or
complex organizations.

High implementation costs - The introduction of ABC systems implies
significant initial investments in software, employee training and adjustment
of accounting systems. Maintaining and updating the model can be expensive,
especially if business processes change frequently.

Lack of professional staff - Accountants and managers are often not
sufficiently trained in ABC or are not familiar with its advantages. Lack of
internal support and professional knowledge can lead to rejection of the
method by employees.

Resistance to change - Employees can be resistant to change because
traditional costing methods seem simpler and more familiar.

Difficulty in collecting data and incompatibility with certain industries.

The importance of ABC system information support in the efficient
application of business strategy

In addition to numerous scientific literature on modern approaches to costing and
cost management, they are rarely applied in practice. As the main reason why they
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do not apply modern approaches to management and cost accounting, mostly
accounting representatives cite the complexity of the production process, but also
the desire to maintain the existing cost accounting systems, i.e. the reluctance to
innovate. In companies with a traditional corporate culture, changes to the cost
accounting system are considered unnecessary or difficult to implement.
Resistance to change can be high, especially if employees are used to existing
processes. Implementation of modern accounting and cost management systems
may require significant investments in infrastructure, software, staff training and
changes in organizational structure. High start-up costs can be a barrier for many
businesses. This analysis highlights the key challenges that companies face in cost
management and shows the need for continuous education and improvement in
this area. It also emphasizes the importance of adapting to modern cost
management concepts in order to maintain competitiveness in a dynamic business
environment. It also highlights the role of relevant institutions, such as the
Associations of Accountants and Auditors, as well as educational institutions, in
providing support and education in the area of cost accounting. This shows the
need for a broader understanding and support in order to improve cost accounting
systems and cost management information support in accordance with modern
business requirements. It follows that high-quality systems of cost accounting by
activities and budgeting by activities can represent the foundations for effective
application of business strategy (Graph 3.).

Graph 3. Relationships between business strategy, budgeting by activities and costing by
activities
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The implementation of the business strategy includes projecting the needs for
financial and human resources. These needs are included in the financial plan for
the next fiscal/financial year, that is, the annual budget. In order for the annual
budget to be aimed at the realization of adopted strategies and operational
business decisions, it is necessary that it consists of two components: a strategic
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budget for the management of discretionary programs (strategic breakthroughs -
new products and services) and an operational budget for the management of
business functions and lower organizational units. The operating budget consists
of the projected revenues from the sale of products and services and the expenses
that are expected to be incurred in order to generate the projected revenues.
Current costs, which are included in the operating budget, should ensure the
retention of existing consumers and products, as well as the costs necessary for
launching new products and attracting new consumers in the following period.
The most accurate assessment of these costs is through budgeting by activity. That
budgeting takes place in several stages (Kaplan & Norton, 2001, 289-290):

1. assessment of the volume of sales and production in the following period.
ABB begins at that stage, just like the traditional budgeting process. It
involves evaluating the volume of sales, production, product mix and the
number of consumers. However, an ABB should be much more detailed than a
traditional budget. For example, it is important here to include information
about the processes that are necessary to reach the overall level of production,
the number of orders of materials, the method of delivery, etc. When it comes
to consumers, it is necessary to evaluate the number of consumer orders, the
average size of the order, the number of contacts with consumers, etc.;

2. forecasting the necessary activities. Budgeting by activity continues with the
forecasting of necessary activities such as ordering materials, receiving
materials, developing new products, selling to consumers, maintaining
relationships with consumers. The conventional budget included only some of
these activities, such as: purchase of materials, number of working hours of
employees, number of machine hours. Activity budgeting extends this analysis
to forecast all activities required to produce, sell, and deliver products and
services;

3. projection of necessary resources. It is about the projection of all the resources
by types and quantities that are necessary for the execution of all the above-
mentioned activities. The resource projection uses data on projected activities,
on the efficiency of resource use in the past, but also on predictions of
possible efficiency improvements;

4. assessment of the costs of using the projected resources. It is about the step in
which the cost of using resources and their timing is estimated. This is the
most complex step in activity budgeting. With this kind of budget, for
example, we are forced to predict the costs of the activity of ordering materials
for one month, and then to predict the costs of receiving materials, handling
materials, and inspecting materials in the following month.

The complexity of the last stage of the activity budgeting process contributes to
the still limited use of this approach to budgeting. This happens despite the great
theoretical simplicity of this approach. However, the very process of budgeting by
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activities can cause a change in managerial behavior in the direction of reducing
the size of the company (business unit) for those activities that do not contribute
to the creation of value, but also the improvement of those activities in which the
greatest value is added. The operating budget, however, does not provide the
greatest opportunities for changing the company's strategic direction and aligning
the organization with the growth strategy. It is, above all, focused on the
implementation of the productivity improvement strategy. A strategic budget is
necessary for the implementation of the growth strategy. Many companies fail to
implement their strategy precisely because they do not have a strategic budget. A
growth strategy cannot be applied, by trying to use existing human and financial
resources, already engaged in the implementation of the operating budget. The
strategic budget identifies the resources required to implement strategic initiatives
to close the gap between the desired performance and the performance that is
achievable based on the current way of doing business. This budget identifies new
activities, new capabilities, new products and services, which must be launched,
new alliances and joint ventures, which must be formed/created.

Conclusion

The application of business strategy implies an analytical approach that directs the
attention of managers, in the search for sources of competitive advantage, to the
level of activity. In the modern business environment, volatility and
unpredictability have become common phenomena, which requires companies to
constantly be in a race to achieve autonomy, drive progress and maintain a healthy
financial structure in order to achieve success. Tendencies in the business
environment require constant changes in production processes and management
concepts, which implies adjustment of accounting methods. To keep up with
trends, companies need to focus on innovation, conquering new markets and
launching new products. Understanding the new business environment is crucial
to continuously improve the organizational structure and strategy, in order to
achieve the set goals.

The increase in overhead costs compared to direct costs results from the
production and marketing of a wide range of products, the expansion of sales
channels and intensive marketing and research and development activities. In
addition, modern production is characterized by a changed structure and nature of
certain costs, which often calls into question the traditional division between fixed
and variable costs, with an increase in the share of general costs, which are not
directly related to the volume of production. In modern firms, direct labor and
material costs, which once played a dominant role, now often make up a small,
declining portion of total production costs due to technological innovation and the
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invention of cheaper materials. The automation of production contributes to the
increase in companies' fixed costs, while the increase in fuel prices directly affects
the purchase prices of technology. The increase in general costs arises from the
growth of auxiliary activities outside of direct production, which leads to the
problem of accurate calculation and allocation of costs to products. These factors
lead to a significant increase in general costs in the total cost structure, which
poses challenges in accurate product pricing, as well as cost accounting and
management. Informational support for all new costing approaches is of key
importance for their successful implementation. All of this includes the
implementation of information systems that enable efficient collection, processing
and analysis of data relevant to each specific approach to cost accounting. It also
includes staff training to work with new cost accounting tools and techniques, as
well as continuous support in the use of information systems to monitor and
evaluate results. The integration of IT into accounting functions enables more
efficient collection, processing, analysis and presentation of financial data. This
support contributes to more efficient cost management and relevant decision-
making in order to improve the company's performance. The use of specialized
accounting software enables the automation of many accounting processes,
including bookkeeping, financial reporting, invoice management and expense
records. The implementation of Activity-Based Costing (ABC) as an information
support tool for modern management significantly enhances the accuracy and
relevance of cost data, enabling better decision-making and strategic planning. By
allocating costs based on actual resource consumption, ABC provides managers
with a clearer picture of operational efficiency and profitability. Furthermore, its
integration with modern information systems facilitates real-time data processing
and more precise financial analysis, fostering a more agile and competitive
business environment. However, organizations that successfully adopt ABC can
achieve better cost control, improved performance measurement, and enhanced
strategic alignment. Ultimately, ABC represents a valuable tool for contemporary
management, contributing to the optimization of business processes and the
sustainable growth of organizations in an increasingly complex and dynamic
market.

Traditional cost accounting systems dominate in Republic of Srpska, while
modern approaches are rarely applied, mainly due to resistance to changes and
process complexity, whereby we conclude that the practical application of modern
approaches lags behind the theory. Challenges include high initial implementation
costs, resistance to change and lack of adequately trained staff. Continuous
education and support from adequate institutions is needed in order to raise
awareness of newer and more modern approaches to cost calculation and
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management, as well as the benefits of their application. The key is to adapt to
modern concepts in order to maintain competitiveness in a dynamic business
environment.

The results of this research indicate significant factors that influence the choice of
cost accounting methods in companies. First, it was determined that there is a
statistically significant difference in the degree of digitalization of companies
depending on their size, with larger companies showing a higher level of
digitalization, which enables them to apply modern cost accounting methods more
easily. Second, the results of the Spearman correlation confirm the existence of a
positive relationship between a high level of digitalization and the application of
modern cost accounting methods. This indicates that companies that invest in
digitization and IT support are more likely to use more modern approaches to cost
accounting, which can contribute to more efficient financial management. Third,
the logistic regression showed that the type of company ownership has a
statistically significant effect on the choice of the cost accounting method.
Privately and foreign-owned companies are significantly more likely to use
modern costing methods compared to public companies. This result can be
explained by the greater orientation of the private sector towards efficiency,
competitiveness and cost optimization.

One of the main limitations of this study is the relatively small sample size, which
may affect the generalizability of the results. Additionally, the research was
conducted within a specific sector and geographic area, meaning a broader sample
could provide a more comprehensive picture. Furthermore, the data were collected
through a survey questionnaire, which carries the risk of subjective responses
from participants. For future research, it is recommended to expand the sample to
different industries and countries to obtain comparative results. Additionally, the
use of qualitative methods, such as interviews or case studies, could provide
deeper insights into the factors influencing the adoption of modern cost
accounting methods. Moreover, it would be valuable to explore the long-term
effects of digitalization and ownership structure on business efficiency and
profitability.
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