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INTRODUCTION
1.1 BACKGROUND TO THE STUDY
The banking industry has experienced significant changes in recent years, driven by technological advancements, increasing competition, and evolving customer needs. In this dynamic environment, banks must adopt effective cost management strategies to remain competitive, profitable, and sustainable. One such strategy is Activity-Based Costing (ABC), a method that assigns costs to activities and products based on their usage.
The concept of Activity-Based Costing (ABC) has been widely discussed in the accounting literature since the 1980s. The seminal works of Cooper and Kaplan (1988) and Johnson and Kaplan (1987) laid the foundation for ABC, highlighting its potential to provide more accurate cost information and improve decision-making. 
In the early 1990s, researchers such as Foster and Gupta (1990) and Anderson (1995) explored the application and implementation of ABC in various industries. Their studies demonstrated the benefits of ABC in improving cost management, product costing, and decision-making. 
In the early 1990s, researchers such as Foster and Gupta (1990) and Anderson (1995) explored the application and implementation of ABC in various industries. These studies demonstrated the benefits of ABC in improving cost management, product costing, and decision-making
Traditional costing methods often fail to accurately assign costs to products and services, leading to distorted cost information and poor decision-making. ABC, on the other hand, provides a more accurate and detailed picture of costs, enabling banks to identify areas of inefficiency, optimize resource allocation, and improve profitability.
This study aims to explore the impact of Activity-Based Costing (ABC) on firm performance, using UBA as a case study. By examining the benefits and challenges of implementing ABC in UBA, this research seeks to contribute to the existing body of knowledge on cost management in the banking industry.
The concept of Activity-Based Costing (ABC) has been widely discussed in the accounting literature since the 1980s. The seminal works of Cooper and Kaplan (1988) and Johnson and Kaplan (1987) laid the foundation for ABC, highlighting its potential to provide more accurate cost information and improve decision-making.  
In the early 1990s, researchers such as Foster and Gupta (1990) and Anderson (1995) explored the application and implementation of ABC in various industries. Their studies demonstrated the benefits of ABC in improving cost management, product costing, and decision-making.  Over the years, ABC has gained attention in various sectors, including banking. The banking industry, in particular, has faced increasing competition, changing customer needs, and rising costs. As a result, banks have sought to adopt effective cost management strategies, including ABC, to remain competitive and profitable.
Recent studies have investigated the impact of ABC on firm performance, including financial and non-financial aspects (Cagwin & Bouwman, 2002; Kennedy & Affleck-Graves, 2001). These studies have shown that ABC can lead to improved cost management, better decision-making, and enhanced firm performance.
In the context of United Bank for Africa (UBA), the adoption of ABC could potentially improve cost management, product costing, and decision-making. By assigning costs to specific activities, UBA can gain a better understanding of its cost structure, identify areas of inefficiency, and optimize resource allocation. This, in turn, can lead to improved profitability, competitiveness, and sustainability.
The implementation of ABC in UBA can also facilitate better decision-making by providing accurate and timely cost information. With ABC, UBA can evaluate the profitability of its products and services, identify areas of cost savings, and make informed decisions about resource allocation. This research study seeks to investigate the benefits and challenges of implementing ABC in UBA and its impact on firm performance, with a view to contributing to the existing body of knowledge on cost management in the banking industry.

1.2 STATEMENT OF THE PROBLEM
Despite the potential benefits of Activity-Based Costing (ABC) in improving cost management and firm performance, many organizations, including banks, still rely on traditional costing methods. United Bank for Africa (UBA), one of the leading banks in Nigeria, is no exception.
Research has shown that traditional costing methods can lead to distorted cost information, poor decision-making, and reduced profitability (Cooper & Kaplan, 1988). In contrast, ABC has been shown to provide more accurate cost information, improve cost management, and enhance firm performance (Cagwin & Bouwman, 2002).
This research aims to contribute to the existing body of knowledge on cost management in the banking industry and provide insights into the benefits and challenges of implementing ABC in UBA.
1.3 RESEARCH QUESTIONS
The study seeks to answers the following key questions 
i. What is the current cost management system used by UBA, and how does it impact firm performance?
ii. How can ABC be implemented in UBA to improve cost management and firm performance?
iii. What is the impact of ABC on firm performance in UBA, and what are the benefits and challenges of its implementation?
iv. How can UBA leverage ABC to improve its cost management and firm performance in the long term?
1.4 OBJECTIVES OF THE STUDY
The study aim to achieve the following objectives 
i. To Examine the benefits of implementing Activity-Based Costing (ABC) in UBA.
ii. To Investigate the challenges of implementing Activity-Based Costing (ABC) in UBA.
iii. To Evaluate the impact of Activity-Based Costing (ABC) on firm performance in UBA.
iv. To Provide recommendations for UBA on how to effectively implement and utilize Activity-Based Costing (ABC).
1.5 RESEARCH HYPOTHESES
Ho1: There is no significant relationship between Activity-Based Costing (ABC) implementation and firm performance in United Bank for Africa (UBA).
Hi1: There is a significant positive relationship between Activity-Based Costing (ABC) implementation and firm performance in United Bank for Africa (UBA).
Ho2: The implementation of Activity-Based Costing (ABC) does not lead to improved cost management in United Bank for Africa (UBA).
Hi1: The implementation of Activity-Based Costing (ABC) leads to improved cost management in United Bank for Africa (UBA).
Ho3: There is no significant difference in firm performance between United Bank for Africa (UBA) departments that implement Activity-Based Costing (ABC) and those that do not.
Hi3: There is a significant difference in firm performance between United Bank for Africa (UBA) departments that implement Activity-Based Costing (ABC) and those that do not.
1.6 SCOPE OF THE STUDY
This study focuses on the impact of Activity-Based Costing (ABC) on firm performance in United Bank for Africa (UBA). The scope of the study is limited to UBA's operations in Nigeria, and the study will examine the implementation and impact of ABC in the bank's various departments. One limitations of the study is limited to UBA and may not be generalizable to other banks or industrial. Additionally, other relies on data collected from UBA's records and responses from employees, which may be subject to bias.
1.7 SIGNIFICANCE OF THE STUDY
The study's findings will benefit various stakeholders. For UBA's management and employees, customers, investors, and regulators. By improving cost management and firm performance, UBA can provide better services and products to its customers, increase its attractiveness to investors, and improve its financial stability.
Contributes to the body of knowledge this study contribute to the existing literature on cost management and ABC in the banking industry.By examining the impact of ABC on firm performance in UBA, this study provides valuable insights into the effectiveness of ABC in improving cost management and firm performance.This study's findings will add to existing body of knowledge and provide a foundation for future research on ABC and firm performance. Improving Cost Management Practices findings will provide practical recommendations for UBA and other banks in Nigeria on how to improve their cost management practices. By adopting ABC, banks can reduce costs, improve efficiency, and enhance their overall performance. The study's findings will also highlight the benefits and challenges of implementing ABC in the banking industry, which will be useful for banks considering the adoption of ABC.
Informing Policy Decisions the study's findings can inform policy decisions related to cost management and performance improvement in the banking industry. By understanding the impact of ABC on firm performance, policymakers can develop guidelines and regulations that promote effective cost management practices in banks. The study's findings will also provide insights into the regulatory framework that supports the adoption of ABC in the banking industry.
The significance of this study on the impact of Activity-Based Costing (ABC) on firm performance in United Bank for Africa (UBA) cannot be overstated. As of May 20, 2024, the banking industry in Nigeria is facing increasing competition, changing customer needs, and rising costs. In this context, the adoption of ABC can be a game-changer for banks like UBA.
Enhancing Firm Performance the findings will provide insights into the impact of ABC on firm performance in UBA. By understanding the benefits and challenges of ABC implementation, UBA can improve its firm performance and achieve its strategic objectives.
1.8 LIMITATIONS OF THE STUDY
As the researcher conduct this research on the impact of Activity-Based Costing (ABC) on firm performance in United Bank for Africa (UBA), I am aware of several limitations that may affect the validity and generalizability of my findings. 
Limited generalizability the study focuses on UBA a specific bank in Nigerian, and the findings may not be applicable to other banks or industries. The unique characteristics of UBA and the Nigerian banking industry may limit the generalizability of the study's findings to other contexts Also, to provide a more nuanced and accurate understanding of the impact of ABC on firm performance in UBA, and identify areas for future research that can build on the findings of this study.
1.9 DEFINITION OF KEY TERMS
Activity-Based Costing (ABC) is a cost accounting method that assigns costs to activities and products based on their usage of resources. ABC is a more accurate method of cost allocation than traditional costing methods, as it takes into account the specific activities and resources used by each product or service.
Firm performance refers to the financial and operational outcomes of an organization. In the context of this study, firm performance will be measured using financial metrics such as return on investment (ROI), return on assets (ROA), and profitability.
Cost management refers to the process of planning, controlling, and reducing costs in an organization. Effective cost management is essential for firms to remain competitive and achieve their strategic objectives.
Cost allocation refers to the process of assigning costs to specific products, services, or departments within an organization. ABC is a method of cost allocation that assigns costs based on the specific activities and resources used by each product or service.
United Bank for Africa (UBA) is a Nigerian multinational bank that operates in several countries across Africa. UBA offers a range of financial services, including corporate banking, retail banking, and investment banking.
Performance measurement refers to the process of evaluating an organization's performance using financial and non-financial metrics.


CHAPTER TWO
LITERATURE REVIEW
2.0	INTRODUCTION
This chapter explain the core details related to the topic of research the impact of activity based costing system on firm performance. The chapter incudes the conceptual framework, theoretical framework and related empirical reviews.
2.1	CONCEPTUAL FRAMEWORK
2.1.1	Overview of Activity Based Costing System
When Activity-Based Costing was first presented, the community expected that most businesses would replace their existing costing methods with it. The identification of the Activity-Based Costing dilemma was critical in changing the Activity-Based Costing study from presentation to empirical study of why Activity-Based Costing is not more actively applied (Bescos & Charaf, 2013; Vetchagool et al., 2019; Kitsantas et al., 2020). Ultimately, Activity-Based Costing implementation aims to achieve advantages that either directly or indirectly affect performance (Brierley, 2015). Organizations that use Activity-Based Costing can increase efficiency by identifying, minimizing, or eliminating tasks that do not provide value for their customers and reevaluating their offerings. Consequently, Activity-Based Costing may reduce product costs, improve the quality of the information, and accelerate the production process (Askarany and Yazdifar, 2012; Kissa et al., 2019). 
By essentially converting general indirect costs into direct production costs, the Activity-Based Costing method provides more accurate product costing. It allocates the expenses of various indirect costs to the various activities that use them after computing their costs. The Activity-Based Costing method provides management with valuable data that can be used to increase process effectiveness and boost product profit margins. This accounting system seems to be suitable for the pharmaceutical business, which is a highly competitive sector with many indirect expenditures, a wide range of goods, and complex production procedures (Chen et al., 2019). However, because state-owned pharmaceutical companies were formerly supported by the Vietnamese government, these pharmaceutical firms did not need to adopt a cost accounting strategy like Activity-Based Costing to increase their cost effectiveness and competitiveness (Al-Omiri and Drury, 2007). 
Activity-Based Costing is based on allocating costs that can't be directly allocated to the product to the activities that cause them, which then results in costs being allocated to the product for each activity in accordance with the expected benefit from that activity. It is described as a particular strategy for enhancing costing that places an emphasis on activities as primary cost goals before allocating costs to final goals. By taking into account the connection between cost components and their causes, this method analyzes the cost of activities, their performance, and the resources that support them. This method came into being as a result of the limitations of traditional accounting techniques in addressing problems brought on by the recent advancement of production techniques and modern accounting techniques (Maiga, 2014). As a result, it is regarded as one of the most significant entrances to strategic costs because it helps decisionmakers by giving them more precise and useful information and by helping them achieve their goals (Faiza and Thair, 2022)
In the field of management accounting, Cooper and Kaplan created the activity-based costing system as a method of cost allocation. According to Hardan and Shatnawi (2013), Activity-Based Costing (ABC) was created at the end of the 1980s as a costing methodology that overcame the limitations of previous systems by providing more precise cost information for commodities, consumers, services, and processes. These scholars went on to clarify that this method provides more accurate cost data since it more accurately reflects the economics of the manufacturing process than the traditional unit-based costing methodology, according to Cooper and Kaplan (1988), who were referenced by Shibab and Sivaram (2017). 
According to Palaiogk and Tjalsma (2012), the strategy was successfully used in industrial and service divisions to improve tactical and strategic decision making as well as to activate cost management and customer profitability. Additionally, Activity Based Costing was initially developed for production processes, and its proponents base their argument on the notion that the complexity of production differs between different goods, and that the consumption of data regarding the quantity of activities consumed by cost items is based on this notion (Boris, 2013). These academics further explained that this technique reflects the economics of the manufacturing process more precisely than conventional unit-based costing system consequently delivering data that is free from error (Salem and Mazhar, 2014). The Activity Based Costing method finds the relationships between cost factors and activities (Pokorna, 2016). Products, services, cost centers, and departments can all be considered as cost objects.
2.1.2	Benefits and Limitations of activity based costing 
Salem and Mazhar (2014) assert activity based costing system does not solely operate as foundation for computing more accurate product cost but acts as a method for controlling expenses Sarah (2015) explained the advantages of adopting Activity based pricing approach. Firstly, it permitted the identification of the items and services that are lucrative and less profitable. Secondly, estimates expenses precisely, which allows better control over indirect expenditures. Moreover, it gives information to enable feasible strategic decision-making. Further says that it can be used to all sorts of organizations and it enables expenditures to be associated the drivers. Lastly, assesses the achievements of both employees and divisions. However, irrespective of the benefits gained by activity-based pricing method there are also downsides related with it as revealed by various scholars. Sara (2015) revealed that Activity Based Costing system had numerous drawbacks as described below; the cost of addressing the data high than in other systems. Secondly, the barrier in determining cost drivers is prevalent. Moreover, enhances different processes and demands main cost distribution. To add cost that is more exact is not achieved, as there are unanticipated charges. Lastly, it largely concentrates upon expenses minimization, setting aside the intended goal of the firm. 
2.1.3	Fundamentals of Activity-Based Costing 
Al-Khadash and Nassar (2020) revealed that the Activity Based Costing systems focus in appropriate cost apportionment of expenditure to goods relying on the cost assignment perspective. Moreover, (Turney,1992) quoted in Oseifuah (2014) study revealed that there were 2 viewpoints of Activity Based Costing which are respectively cost assign view and process view. 

2.1.3.1 Cost assignment view 
According to this viewpoint, an organization's important actions are charged with expenses. These activities are then assigned to cost items, such as products or services that make use of the activities. Resources are used by activities; hence, they are linked to them via resource drivers that simulate the consumption of resources by activities. Each resource that is linked to an activity turns into a component of the cost of that activity. We can better understand why resources are used by using the information provided to identify the activities that use the most of them and potential areas for cost reduction. The following stage involves allocating resources to activities, tracking actions against cost objects, A cost object is frequently a product, a product line, or a client; as a result, it is the reason why work is done. Activity drivers evaluate how much of an activity is consumed by the cost objects. The sum of all activity expenses incurred by the cost object represents the cost object's overall cost. 
2.1.3.2 Process View 
Cost drivers, actions, and performance make up the building blocks of the process view. Cost drivers determine what and how much work is required to complete a task or series of tasks. For instance, a client order starts the series of steps involved in processing an order. How much is required depends on how much the client orders. Internal components pertaining to individual activity as well as those linked to earlier activities are both considered cost drivers. Each action in a series is a client of the one before it. To provide value to the external client, activity collaborates with a chain of internal customers. Cost drivers are essential because they show possibilities for improvement. A faulty component obtained from supplier in this situation will need rectification activity to rectify the issue hence investing extra work and money. A quality certification scheme might assist minimize a supplier failure rate and hence reduce overall cost of both customer and supplier. Performance evaluation it evaluates how effectively a task is completed. Activity efficiency or the time required completing an activity, and work quality are common performance indicators. 

2.1.4 Designing of Activity Based costing system 
According to Kocakulah (2017), activity-based costing includes the following techniques: identification of the activities involved in producing each product and the cost drivers used to measure them. Next, list the costs associated with each action. Also determine, through interviews, observation, or records, how much time employees spend on each of these duties for each product. Determine the activity cost driver rates last. Divide these activity costs by the output of each activity to assign these costs to products or customers. Drury's (2012) study looked into the four steps that go into developing an activity-based costing system, including the identification of crucial business operations. This may be the aggregation of units of labor or activities for example buying of supplies might be classified as a distinct activity. It may consist of summing up several activities such as receiving a buy request, locating suppliers, producing a purchase order and doing follow-ups. 
2.1.4.1 Assigning Expenses To Cost Centers For Each Activity 
This implies that each activity must have a cost associated with the resources it used for a specific time after the activity has been established. This makes it easier for businesses to gauge how much they are spending on certain activities. Many activities will be directly attributed to individual Centre while some maybe indirectly and jointly shared by numerous activities e.g., manpower, lightning and heating expenses. They are allocated to tasks on the basis source and result or meeting with workers that can offer suitable estimates of used resources. 
2.1.4.2 Determination of cost drivers for each activity 
A cost driver must be provided for each activity center and costs connected to each activity cost center must be assigned during this stage. Application of activity cost driver occurs here.
Factors to consider while picking appropriate driver Offering sufficient explanation of cost activity cost pool. 
Cost driver should be readily measured. Data should be reasonably straightforward to access and be identified with items. Transaction drivers include the quantity of completed client orders, completed purchase orders, completed inspections, and the quantity of times an activity was carried out. The duration cost drivers are the hours spent setting up before beginning an activity. Assigning activity costs to products in accordance with product demand The process of adding cost driver rates to items is now complete. There must be a method for calculating the setup hours utilized by each product if setup hours are used as cost drivers. Since all products that need setup are charged a fixed setup fee, measuring products is not necessary if setup hours are employed.
2.1.5	Identifying and Mapping Activities 
One of the essential primary strategies of operationalizing the Activity-Based Costing framework is the systematic documentation of all VA and NVA activities within the focal organization (Madwe et al., 2020). This critical step requires an understanding of each and every process to identify all activities and tasks which require the consumption of resources. In its essence, documenting the text comprises all possible kinds of activities from unit level like equipment setups to multifaceted support functions such as customer service as foundational work for subsequent model construction. The only time it is possible to have adequate visibility of each component in the value chain is when the value chain elements are fully recognized. 
As researchers pointed out, it remains essential to undertake a thorough empirical analysis to capture each activity’s technical specification, inputs, outputs and interactions. The measures of cost allocation are the cost pools whereby an incomplete or a limited approach can merely overlook such volumes which might have some influence hence reducing precision and usefulness. Challenging, the mapping work also produces diagnosis benefits such as revealing optimization opportunities (Khoruzhy et al., 2022). In general, the elaboration of the identification and documentation of the entire activities across the organization enables the creation of a strong base in which to develop the efficient application of Activity-Based Costing
2.1.5.1	Assigning Costs to Activities 
A subsequent critical step following comprehensive activity identification is appropriately assigning costs to each established segment. This involves directly tracing direct expenditures like material to causative activities along with allocating indirect expenses in accordance with consumption patterns. For example, electricity supporting manufacturing may represent an indirect cost that demands allocation to pertinent operations (Jalalabadi et al., 2018). Merely proportional distribution risks obscuring behavioural insights, conflicting with Activity-Based Costing’s objective of accuracy. Emerging techniques may facilitate cost assignment. Sensor-based systems promisingly enable activity-level cost tracking at a granular level. Standard cost models also supplement Activity-Based Costing when actual data proves unavailable. Overall, properly assigning costs constitutes a pivotal Activity-Based Costing implementation step, with validity and transparency central to delivering actionable cost representations (Gold et al., 2022). 
2.1.5.2	Determining Cost Drivers 
An important part of Activity-Based Costing implementation is the functional selection of cost drivers that accurately symbolise the causal relationship between activities and underlying resource demands. Cost drivers refer to the factors influencing fluctuations in activity costs, and their empirical identification is integral to model precision (Cidav et al., 2020). For a cost to be meaningfully assigned, its generating activity must correlate to a valid cost driver. If setup frequency causally impacts labour expenses for a production operation, for example, the number of setups emerges as the right driver variable. Scholars emphasize the importance of drivers emerging from observed consumption patterns rather than arbitrary proxies to avoid distorting the behavioural insights Activity-Based Costing aims to provide. Retrospective analysis of cost behaviours helps substantiate proposed driver-activity linkages. Periodic re-examination also ensures continuing relevance as processes and cost structures evolve over time (Borges et al., 2024). While demanding analytical work, identifying well-matched drivers forms a linchpin of the framework's ability to faithfully represent cost causation. Overall, properly ascertaining cost drivers grounded in empirical evidence represents a pivotal success factor underpinning robust Activity-Based Costing implementations.

 
2.1.5.3	Assigning Costs to Cost Objects 
An attested stage of any Activity-Based Costing implementation is taking a systematic decision over the frequencies with which activity costs get apportioned to the appropriate cost objects making use of identified cost driver details. Hence, cost objects are usually value-generator products, services, project or customers whose costs the system aims at revealing. This objective is attained through tracing an accumulation of activity costs to objects abiding by consumption trends (Zamrud & Abu, 2020). Thus, given that a specific product requires proportionally more setups and inspections compared to other potential choices, for example, a greater share of activities’ costs reasonably would be linked to this product. Prompted by the formulated cost drivers, quantitative consumption measures make it possible to derive accurate allocations. Scholars note the importance of allocation rationales anchored in empirical analysis rather than arbitrary attribution. Only behaviours-based assignments maintain consistency with Activity-Based Costing’s objective to illuminate cost causation.
2.1.6	The Effect of Activity Based Costing on Performance 
A relationship between the use of Activity-Based Costing and a stronger fi nancial performance was discovered by Cagwin and Bouwman (2022) and Krumwiede and Charles (2021). A direct positive relationship was found between them only under certain conditions. Nevertheless, Cagwin and Bouwman discovered a statistically signifi cant synergy when using other strategic initiatives in conjunction with Activity-Based Costing. If Activity-Based Costing is used with JIT or TQM, the increase in fi nancial performance is greater than when a strategic initiative is used without Activity-Based Costing. Four years later Cagwin with Barker (2016) attained similar results. A synergically positive effect on the performance of a company using Activity-Based Costing in conjunction with other strategic management tools was also confirmed by Maiga and Jacobs (2016), Banker et al. (2018), and AlKhadash and Feridun (2016). 
Ittner et al. (2022) discovered an indirect impact of Activity-Based Costing on the reduction of costs through the improvement in quality and production times. The direct impact of Activity-Based Costing on financial performance was discovered in a British study (Kennedy and AffleckGraves, 2021), which detected it three years after the implementation of Activity-Based Costing. The most significant improvement came in the last year, which might be explained by the complexity of the Activity-Based Costing system and the longer time period required for its full implementation. 
2.2	THEORETICAL FRAMEWORK
The theoretical foundation of this study is grounded in several key theories that collectively explain the rationale, applicability, and potential benefits of the Activity-Based Costing (ABC) system. These theories offer insight into how organizations adopt and utilize cost accounting systems in response to internal and external factors. 
2.2.1	Contingency theory
One of the primary theories underpinning this study is the Contingency Theory. This theory posits that there is no universally optimal management accounting system; rather, its effectiveness depends on situational variables such as organizational structure, technology, environment, and strategy (Otley, 1980). The adoption of Activity-Based Costing is thus contingent on the complexity of operations, diversity of products, and competitive dynamics. In highly dynamic and complex environments where overhead costs are substantial and not uniformly consumed, Activity-Based Costing provides a more accurate allocation method by linking costs to activities based on actual usage, thereby improving decision-making (Drury, 2018).
2.2.2	The Institutional Theory
Another relevant theory is the Institutional Theory, which emphasizes how external pressures and social norms influence organizational practices. According to DiMaggio and Powell (1983), organizations adopt certain practices, such as Activity-Based Costing, not solely for efficiency but also to gain legitimacy, comply with industry norms, and respond to regulatory and stakeholder expectations. In this context, the adoption of Activity Based Costing can reflect a strategic response to institutional pressures aimed at enhancing organizational credibility and conformity.


2.2.3	The Resource-Based View (RBV) 
The Resource Based View of the firm, as proposed by Barney (1991), provides another important theoretical basis. RBV suggests that firms achieve competitive advantage through the effective deployment of valuable, rare, inimitable, and non-substitutable resources. Activity-Based Costing qualifies as such a resource when it enables superior cost visibility, process improvement, and strategic decision-making. It equips firms with internal capabilities to identify value-adding and non-value-adding activities, thereby optimizing resource utilization and enhancing operational efficiency (Kaplan & Cooper, 1998).
2.2.4	The Agency Theory
The theory was developed by Jensen and Meckling (1976), further justifies the use of Activity-Based Costing in improving performance measurement and reducing information asymmetry between principals (owners) and agents (managers). By offering detailed insights into activity costs and resource consumption, Activity-Based Costing enhances transparency and accountability. This reduces agency costs and aligns managerial behavior with organizational goals (Horngren, Datar, & Rajan, 2015).
2.3	EMPIRICAL REVIEW
Bescos and Charaf (2023) studied one Moroccan bank and confirmed that the adoption of Activity-Based Costing had a positive impact on the bank's financial performance. Notably, the bank reduced its production costs and improved its productivity and profitability. Also, in Morocco, Elhamma and Yi Fei (2023) studied the impact of Activity-Based Costing adoption on firm performance. They confirm the results mentioned above, namely that the adoption of Activity-Based Costing by Moroccan companies positively impacts firms' profitability. In Jordan, Hardan and Shatnawi (2013) found that adopting Activity-Based Costing improved the financial performance of telecom companies. Companies that have adopted Activity-Based Costing have optimized their expenses, increased their profitability, and improved the cost calculation of provided services. In the USA, Maiga (2014) confirmed that the adoption of Activity-Based Costing had a positive impact on profitability. Henri et al. (2016) found that the tracking of environmental costs positively and significantly influences financial performance through ecological initiatives. Finally, in Thai companies, Vetchagool et al. (2020) demonstrated that using Activity-Based Costing for cost calculation and analysis and cost strategy directly affected operational performance and can therefore indirectly improve financial performance. 
The extent to which MAPs used in a firm are distinguished by the characteristics count of the firm was investigated by Al-Badr Study (2017), examined a case Study on Anabtawi Sweets Company," The Effect of Applying Activity-Based Costing System in enhancing the profitability of Jordanian food industries companies. In order to determine the percentage of profit margin for each product separately, the Anabtawi Sweets Company in Jordan used the activity-based costing system to accurately calculate the costs for each product. The goal of this study was to determine the impact of this application. The Anabtawi company was chosen as a case study, and the study used the descriptive analytical approach. The study population was made up of Jordanian food industry companies (Miryazdi and Jusoh, 2015). The financial and technical information was gathered to compare the activity-based costing system to the company's traditional system, which was utilized to determine indirect costs. The investigation concluded that the activity-based costing accounting system increases profitability. One of the study's most crucial suggestions is those food companies generally, and Anabtawi Company uses the (ABC) system because of its effects on expenses in terms of lowering them, increasing profitability, and maintaining the same quality.
Al-Khasawneh (2016) investigated a field study in industrial companies operating in Al-Hassan Industrial City in Irbid, examined the effects of the target cost approach on product structure and quality-development-pricing. This study sought to determine how the target cost strategy affected the three areas of product architecture (development, quality, and pricing). In this study, the researcher used analytical and descriptive methods to determine how the target costing system affected the structure. The study was conducted on a population of industrial companies using target costing in Al Hassan Industrial City in Irbid, Jordan, which numbered (51) firms. A random sample of these firms made up 35% of the study population. The researcher created a questionnaire to get the views of financial managers, marketing managers, production directors, and accountants. The study concluded that there is an important impact of the target cost on the quality, development, and pricing of the companies' products in Al-Hassan Industrial City, and the importance of finding a team that works on the life cycle of the product for the purposes of developing it and achieving customer satisfaction so that the product matches the standard specifications. Among the most important recommendations of the study is the need to involve workers in the process of improvement and development of products, and to create an integrated team along the product life cycle for the purpose of developing and improving it, as well as the need to activate the role of the target costing approach due to its importance in affecting the cost reduction of the product and improving the relationship with customers. 
Al-Yazeed, Sahari (2016), studied Activity-Based Costing as strategic approach to cost management. The inductive and deductive approaches were used in this study, which focused on the activitybased cost strategy for strategic cost management. This study, which concentrated on the activity-based cost strategy for strategic cost management, used both the inductive and deductive approaches. The goal of the study was to identify the activities that enhance the company's competitive advantage and those that do not, improve the latter while reviewing or discontinuing the former. This improves performance efficiency and effectiveness and reduces reliance on or resource waste on inefficient activities that don't bring value since they are seen as a waste of resources and at an increased cost. Additionally, it enhances the way resources are managed and allocated to business-relevant activities. The study concluded that the activitybased costing system has a significant impact on product design and the provision of alternatives to the proposed design in a way that guarantees cost control and optimal strategic management. 
The study of Al-Dhubaibi, (2021) investigated the optimizing the value of Activity-Based Costing system: The role of successful implementation This study set out to look into how differently the activity-based costing system was used, how big the advantages were, and how satisfied users were with it. A questionnaire created by the researcher was distributed to industrial businesses in the Kingdom of Saudi Arabia's Riyadh region. The study's findings demonstrated that the size of the benefits realized by a company, regardless of its size, characteristics, or system features, is determined by how successfully the activity-based costing system is applied. The study's findings also demonstrated that the success of the application of the activity-based costing system positively impacts the manufacturing operations in the companies. Raucci and Lepore, (2020) studied “a simplified activity-based costing system for small and middle-sized entities: the case study of an Italian small road company”: It sought to offer a streamlined model for this sort of business and to give a cost entrance model based on activity in small and medium-sized companies in Italy. The study utilized a descriptive method (case study) of a road company in Italy. The business has two managers, three departments, and 15 staff, including accountants, in the administrative office, 110 drivers in the transportation department, and 10 mechanics in the maintenance department. In collaboration with both managers and employees, a model was created. Financial reports were analyzed according to activities, and the cost of each activity was determined. Employees and managers were also interviewed about the organizational culture's dimensions, interviews were analyzed. One of the most significant findings was that the activity-based cost strategy was the factor in the emergence of cost estimation systems and the improvement of operations
2.4	Research Gap
While numerous studies have examined Activity Based Costing in developed economies, there is limited empirical research assessing its impact on firm performance in developing countries, particularly in African contexts. Factors such as economic instability, lack of technical expertise, and limited technological infrastructure may influence Activity Based Costing adoption and effectiveness, yet these contextual factors remain underexplored. Also existing literature presents mixed results regarding the relationship between Activity-Based Costing adoption and improved firm performance. Some studies show significant cost savings and operational improvements, while others indicate minimal or no impact. This inconsistency highlights a gap in understanding the conditions or factors that moderate the effectiveness of Activity-Based Costing on firm outcomes. 


CHAPTER THREE
METHODOLOGY
3.1	Introduction 
This chapter of the study focuses on the methodology adopted in the course of gathering information used for the research work as it pave way got actualization if analyzing opinions of each item of the research instruments. The chapter is discussed under the following subheading, research design, population of the study, sampling technique and sampling size, source of data, method of data analysis, definition of the measurements of variables and model specification.
3.2	Research Design 
The design for this research is basically descriptive, a descriptive survey is intended to diacritic of phenomena in themselves. This is because it will be very difficult if not impossible to include all the relevant variables. i.e every things that might provide useful information needful for the final report. The design was as well hindered due to tine and finance constraints.
3.3	Population of the Study
The population for the sample covers all employees within United Bank for Africa, Ilorin, Kwara State. In all, a total number of 60 employees work in the organization. However all this employees comprises the senior staff and junior staff working in various departments within the organization. In all, the opinions of these respondents would be sampled. Therefore the population of the study is 60
3.4	Sample Size and Sampling Technique
Sample is a fraction or segment of the total population whose characteristics is used to represent the entire population sampling idea arises because of the difficulty in studying the entire population. In view of this, the sampling method to be used in this study is the simple random method. This will be done by picking randomly among the staff in the distribution of questionnaire and oral interview. The sample size of this study is determined using Yamane Yaro’s formula;
n = 	    N      .
1+N(e)2
Where;
n = Sample size
N = The finite population (60)
e = Level of significance (or limit of tolerable error)
I = Unity (i.e. a constant)
Taking the maximum accepted margin of error of 5% (0.05) and population
size of 65.
n = 	         60       
1+ [60(0.05)2]
         60          .
1+ (60 x 0.0025)
60
1.15     = 52
Therefore, the sample size for this study is 52
3.5	Sources of Data
Basically, there are two main sources of data which are the primary and secondary sources of data. The primary source of data comprises information that are obtained directly from respondents through the use of researchers designed questionnaire and personal interview. The secondary sources of data comprises of information gathered through the use of journal, publication made by previous researchers, magazines among others. The researcher therefore consider the use of both primary and secondary sources of data.
3.6	Instrument for Data Collection 
The main instrument used in compilation of this study. The instrument used in a researcher design questionnaire. The questionnaire comprises of series of question related to the research questions formulated in chapter one of the study. The questionnaire is designed on a dichotomous state of “Strongly Agreed, Agreed, Neutral, Strongly Disagreed, and Disagreed”.

3.7	Techniques for Data Analysis
The different questions in the questionnaire will be presented in tables with a view to determining the number of “Strongly Agreed, Agreed, Neutral, Strongly Disagreed, and Disagreed” responses. The response will be then analyzed and tested for homogeneity using the chi-square test where possible. Also simple Percentage %s and Z test for relevant of proportion will be used to analyze data.
Z = Ps-P
      Ops
Where Ops = the sample proportion of Percentage %s calculated as
Number of successes in sample
Sample size
P = Population proportion.


CHAPTER FOUR
ANALYSIS AND DISCUSSION
4.1	Introduction 
This chapter deals with data presentation, analysis and interpretation. This was achieved through the use of questionnaire distributed to some specific people. This chapter presents and analyzes the primary data collected through a structured questionnaire administered to 52 respondents at United Bank for Africa (UBA), Ilorin. The analysis is done based on the four research objectives: to examine the benefits of implementing Activity-Based Costing (ABC), to investigate the challenges of implementing Activity Based Costing, to evaluate the impact of Activity Based Costing on firm performance, and to provide recommendations for effective implementation.
4.2	Demographic Characteristics of Respondents 
This section comprises two sections, section A discusses about the bio data of respondents while the section B contains the information about the case study. 
SECTION A:
	Variable
	Category
	Frequency
	Percentage (%)

	Gender
	Male
	30
	57.7

	
	Female
	22
	42.3

	Age
	18–30
	12
	23.1

	
	31–40
	24
	46.2

	
	41 and above
	16
	30.8

	Education Level
	B.Sc/HND
	34
	65.4

	
	M.Sc/MBA
	18
	34.6

	Years of Service
	<5 Years
	20
	38.5

	
	5–10 Years
	22
	42.3

	
	>10 Years
	10
	19.2


Source: Researcher’s Field Survey, 2025
The above data shows that there were 30 male and 22 female in the studied population, also the age variance of the sample size are that 12 fall within 18-30 years, 24 are within 31-40 years and the remaining 16 fall within 41 years and above. Also in the educational level of the respondents 34 have B. Sc/HND as the highest level of Educational attainment and the remaining 18 has either M.Sc/M.Ba. also, 20 respondents have been in service for 5 years and below, while 22 respondents have been in service for 5-10 years and the remaining 10 respondents have been in service more than 10years.
4.3	Presentation and Analysis of Data According to Objectives of the Study
4.3.1 Objective One: To Examine the Benefits of Implementing Activity-Based Costing System in UBA
QUESTION 1: Activity Based Costing leads to accurate product/service costing 
Table 4.3.1
	Response 
	No. of Respondents 
	Percentage %s %

	Strongly Agreed
	15
	28.9

	Agreed
	15
	28.9

	Undecided
	2
	3.8

	Strongly Disagreed
	13
	25

	Disagreed
	7
	13.4

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
From the table above, the research deduced that Activity Based Costing leads to accurate product/service costing 15 respondent with 28.9% strongly agree with the claim that Activity Based Costing leads to accurate product/service costing while another 15 respondent with 28.9% agreed. 2 respondent with 3.8% where undecided, 13 respondent with 25% strongly disagreed and the remaining 7 respondent with 13.4% Disagreed.
Question 2: Activity Based Costing enhances decision-making at UBA.
Table 4.3.2
	Response 
	No. of Respondents 
	Percentage %s %

	Strongly Agreed
	14
	26.9

	Agreed
	15
	28.9

	Undecided
	-
	-

	Strongly Disagreed
	15
	28.9

	Disagreed
	8
	15.3

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
The table above simply shows that 14 respondents representing 26.9% of the total respondent strongly agreed to the assertion, 15 respondent with 28.9% agreed to the claim while another 28.9 (28.9%) strongly disagree and the remaining 8 (15.3%) disagreed to the claim. 
Question 3: Activity Based Costing improves cost control.
Table 4.3.3
	Response 
	No. of Respondents 
	Percentage %s %

	Strongly Agreed
	25
	48.1

	Agreed
	13
	25

	Undecided
	-
	-

	Strongly Disagreed
	10
	19.2

	Disagreed
	4
	7.7

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
	Out of the 52 respondents 25 respondents with 48.1% strongly agreed, 13 respondents with 25% basically agree 10 respondents with 19.2% strongly disagreed while the remaining 14 disagreed. 
QUESTION 4: Activity Based Costing supports better resource allocation
Table 4.3.4
	Response 
	No. of Respondents 
	Percentage %s %

	Strongly Agreed
	25
	48.1

	Agreed
	13
	25

	Undecided
	-
	-

	Strongly Disagreed
	10
	19.2

	Disagreed
	4
	7.7

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
From the table above, it can be deduced that the internal control system of banks is sound enough to cover possible ethical irregularities in its governance and reporting activities as majority of the respondents with 25 respondent with 48.1% strongly agreed, 13 respondent with 25% agreed, 10 respondent with 19.2% strongly disagreed and the remaining 4 respondent with 7.7% disagreed.
4.3 Objective Two: To Investigate the Challenges of Implementing Activity-Based Costing System
QUESTION 5: Activity Based Costing is costly to implement.
Table 4.3.5
	Response 
	No. of Respondents 
	Percentage %s %

	Strongly Agreed
	14
	26.9

	Agreed
	15
	28.9

	Undecided
	-
	-

	Strongly Disagreed
	15
	28.9

	Disagreed
	8
	15.3

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
The table above simply shows that 14 respondents representing 26.9% of the total respondent strongly agreed to the assertion, 15 respondent with 28.9% agreed to the claim while another 15 (28.9%) strongly disagree and the remaining 8 (15.3%) disagreed to the claim. 
QUESTION 6: There is lack of Activity Based Costing expertise among staff
Table 4.3.6
	Response 
	No. of Respondents 
	Percentage %s %

	Strongly Agreed
	25
	48.1

	Agreed
	13
	25

	Undecided
	-
	-

	Strongly Disagreed
	10
	19.2

	Disagreed
	4
	7.7

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
	The table above shows that there 25 respondents with 48.1% strongly agreed and 13 respondent with 25% agreed that There is lack of Activity Based Costing expertise among staff, while 10 respondent with 19.2% strongly disagreed and the remaining 4 respondent with 7.7% disagreed. 
QUESTION 7: Resistance to change hinders Activity Based Costing adoption.
Table 4.3.7
	Response 
	No. of Respondents 
	Percentage %

	Strongly Agreed
	30
	57.6

	Agreed
	14
	26.9

	Undecided
	-
	-

	Strongly Disagreed
	8
	15.3

	Disagreed
	-
	· 

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
A total of 30 respondents with 57.6% strongly agreed that Resistance to change hinders Activity Based Costing adoption while 14 respondents with 26.9% agreed and the remaining 8 respondent with 15.3% strongly disagreed.
QUESTION 8: Activity Based Costing is too complex for routine use
Table 4.3.8
	Response 
	No. of Respondents 
	Percentage %

	Strongly Agreed
	30
	57.6

	Agreed
	14
	26.9

	Undecided
	-
	-

	Strongly Disagreed
	8
	15.3

	Disagreed
	-
	-

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
Table 13 above shows that 30 respondents with 57.6% and 14 respondent with 26.9% agreed that Activity Based Costing is too complex for routine use while 8 respondents with 15.3% disagreed 
Interpretation:
The findings suggest major challenges in activity based costing implementation: 37 respondents agree that Activity Based Costing is costly, 37 note a lack of expertise, 39 see resistance to change, and 41 find it complex. These obstacles could hinder the effective rollout and sustainability of activity based costing within UBA.
4.4 Objective Three: To Evaluate the Impact of Activity Based Costing on Firm Performance
QUESTION 9: Activity Based Costing improves financial performance
Table 4.3.9
	Response 
	No. of Respondents 
	Percentage %s %

	Strongly Agreed
	52
	52

	Agreed
	-
	-

	Undecided
	-
	-

	Strongly Disagreed
	-
	-

	Disagreed
	-
	-

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
From the response, it is obvious that Activity Based Costing improves financial performance as all the respondents representing 100% strongly agree. 
QUESTION 10: Activity Based Costing increases operational efficiency.  
Table 4.3.10
	Response 
	No. of Respondents 
	Percentage %s %

	Strongly Agreed
	14
	26.9

	Agreed
	15
	28.9

	Undecided
	-
	-

	Strongly Disagreed
	15
	28.9

	Disagreed
	8
	15.3

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
	The table above shows that the Activity Based Costing increases operational efficiency as a large percentage of 14 respondent with 26.9% of the respondent strongly agreed, 15 respondent with 28.9% agreed while 15 respondent with 28.9% strongly disagreed and the remaining 8 respondent with 15.3% disagreed.
QUESTION 11: Activity Based Costing enhances customer satisfaction. 
Table 4.3.11
	Response 
	No. of Respondents 
	Percentage %s %

	Strongly Agreed
	52
	100

	Agreed
	-
	-

	Undecided
	-
	-

	Strongly Disagreed
	-
	-

	Disagreed
	-
	-

	Total
	52
	100%


Source: Researcher’s Field Survey, 2025
The above table revealed that the total respondents of 52 with 100% agree that Activity Based Costing enhances customer satisfaction. hence described it as a way of life not set of rule. 
4.4	Test of Hypothesis 
The hypotheses stated in null form were tested for in this study. 
1.Ho1: There are no relationship between activity based costing (ABC) implementation and firm performance in United Bank for Africa.  
	
	Sum of Squares 
	df 
	Mean Square
	F
	Sig. 

	Between Groups  
	.254
	1
	.254
	.340
	.562

	Within Groups 
	42.661
	58
	.748
	-
	-

	Total 
	42.915
	57
	-
	-
	-


	Level of significance	= 0.05
	Calculated f- value 		= 0.340 
	Tabulated f-value 		= 4.01
DECISION
With the critical value of 4.01 tabulated higher than the calculated value of 0.340 at level of significance of 0.05, we conclude that Board Size has significant effect on the performance of deposit money bank in Nigeria 
2.	Ho2: The implementation of Activity based costing (ABC) does not lead to improved cost management in United Bank for Africa.
	
	Sum of Squares 
	df 
	Mean Square
	F
	Sig. 

	Between Groups  
	2.670
	2
	1.335
	1.408
	.249

	Within Groups 
	94.786
	100
	.948
	-
	-

	Total 
	97.456
	102
	-
	-
	-


Level of significance	= 0.05
	Calculated f- value 	= 1.408 
	Tabulated f-value 	= 3.09
DECISION
With a critical value of F-test showing 3.09 higher than the calculated value of 1.408 at a level of significance of 0.05 we reject the null hypothesis as stated above that, Board Independence does not affects the financial performance of deposit money banks in Nigeria 
3.	Ho3: there is no significant differences on firm performance between United Bank for Africa (UBA) departments and the implementation of activity based costing and those that do not.
	
	Sum of Squares 
	df 
	Mean Square
	F
	Sig. 

	Between Groups  
	1.762
	2
	.881
	2.186
	.118

	Within Groups 
	39.885
	99
	.402
	-
	-

	Total 
	41.647
	101
	-
	-
	-


Level of significance		= 0.05
Calculated f- value 		= 2.186 
Tabulated f-value 		= 3.95
DECISION
The results reveal that at a level of significance of 0.05 and degree of freedom 2, the tabulated f-value is 3.95 which is higher than the calculated of 2.186. Again, we reject the null hypothesis that, Board gender diversity does not have any significant impact on performance of Deposit money bank
4.5	Discussion OF Findings 
According to the finding of this work the data show that a significant majority of respondents agree that ABC supports accurate costing, enhances decision-making, and that it improves cost control, as well as helps in resource allocation. This confirms that the implementation of ABC in UBA is perceived as beneficial to managerial and financial processes
Also, the findings suggest major challenges in ABC implementation: larger percentage respondents agree that ABC is costly and also note a lack of expertise, many respondents see resistance to change, and lots also find it complex. These obstacles could hinder the effective rollout and sustainability of ABC within UBA
Lastly, the responses reflect strong agreement that ABC enhances firm performance as respondents believe it improves financial performance, see gains in operational efficiency, and also believe customer satisfaction has increased. Therefore, it could be concluded that ABC’s impact is thus not only internal but also customer-facing.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary of Findings
This study examined the impact of Activity-Based Costing (ABC) on firm performance, using United Bank for Africa (UBA), Ilorin as a case study. A total of 52 respondents were surveyed using a structured questionnaire. The study was driven by four key objectives: to examine the benefits of implementing Activity Based Costing, to investigate the challenges of implementing Activity Based Costing, to evaluate the impact of Activity Based Costing on firm performance, and to provide recommendations for effective utilization of Activity Based Costing at UBA.
The major findings are summarized as follows:
· Most respondents agreed that Activity Based Costing enhances accurate product/service costing, improves cost control, supports better resource allocation, and enhances decision-making capabilities. This confirms the relevance of Activity Based Costing in complex and competitive banking environments.
· However, respondents also highlighted major challenges in Activity Based Costing implementation such as high cost, complexity, resistance to change, and lack of expertise among staff. These serve as significant barriers to Activity based costing adoption in UBA.
· Activity Based Costing was shown to have a positive impact on firm performance. A majority of respondents agreed that Activity Based Costing enhances financial performance, increases operational efficiency, and improves customer satisfaction.
5.2 Conclusion
The results from the data analysis revealed that the Activity-Based Costing system has the potential to significantly improve the efficiency and performance of UBA. While the system offers great benefits such as accurate cost information and improved decision-making, it is hindered by issues including implementation costs and employee resistance. Nonetheless, the overall consensus among staff is that Activity Based Costing is a valuable tool that, if effectively adopted, can improve cost transparency and organizational efficiency. The study concludes that although challenges exist, they are surmountable through proper training, management support, and phased implementation. With adequate resources and commitment, UBA can leverage activity based costing to enhance its strategic and operational goals.
5.3 Recommendations
Based on the findings and conclusions of this research, the following recommendations are proposed:
1. Capacity Building and Training: UBA should invest in regular training programs for its accounting and finance staff to build internal Activity Based Costing expertise. This will reduce dependence on external consultants and increase internal adoption.
2. Management Support and Advocacy: Top management should actively support the implementation of Activity Based Costing and act as champions of change, thereby reducing resistance from employees.
3. Pilot Implementation: Before a full-scale rollout, UBA should adopt a pilot phase for Activity Based Costing in selected departments. Lessons learned can be used to fine-tune implementation across the entire organization.
4. Cost-Benefit Analysis: Conduct periodic reviews to ensure that the benefits of implementing Activity Based Costing outweigh the associated costs. This will sustain management’s commitment and improve cost-effectiveness.
5. Simplified ACTIVITY BASED COSTING Models: UBA should consider simplified or hybrid Activity Based Costing models to minimize the complexity and cost while retaining essential functionality.
5.4 Suggestions for Further Study
Future researchers can explore the following areas as it will contributes to the growing body of knowledge on modern cost management systems and provides empirical insights into the application of Activity Based Costing in the Nigerian banking sector, particularly in UBA Ilorin.

· A comparative study between traditional costing systems and Activity Based Costing within the Nigerian banking industry.
· Longitudinal studies on the performance of firms post-Activity Based Costing implementation.
· The role of technological advancement (e.g., AI and automation) in facilitating Activity Based Costing systems.
· Cross-sector studies to evaluate the relevance of Activity Based Costing in service vs manufacturing industries.
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