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ABSTRACT

This study handles impact of strategic cost analysis on
accounting information (field study on engineering
industries Companies - Khartoum State), the study
aimed to understand the concept of strategic cost
analysis and the concept and characteristics of
accounting information. The study test one hypothesis
following: There 1is a statistically significant
relationship between the application of strategic costs
analysis and accounting information and hypothesis is
achieved. The study reached some findings from
which: strategic cost analysis contributes to the
provision of appropriate information for decision
making, Strategic cost analysis contributes to
reducing the costs of different activities, strategic cost
analysis contributes to providing information about
activities that do not add value to the product, the
study recommended following: care should be taken
to apply the types of strategic cost analysis to obtain
product information at all stages, must be applied the
types of strategic cost analysis with modern cost
methods to reduce the total cost of production.
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1. Introduction

At present, the industrial companies suffer from the
intense competition they can get out of business. The
basic age of competition, which can be controlled is
the cost component, there are many strategies cost
methods , including: activity based costing, target
costing, just in time, which are associated with many
developmental methods, including: management of
activities, value engineering, and continuing attempts
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to find new ways to reduce costs through the value
chain and product life cycle, so this study examines
the impact of strategic cost analysis on accounting
information that helps in costs making decisions.

2. Study Problem
Problem of study is following questions:

» What is the impact of strategic cost analysis on
accounting information?

» Is there a statistically significant relationship
between value chain analysis and accounting

information?
» Is there a statistically significant relationship
between strategic position analysis and

accounting information?
» Is there a statistically significant relationship
between cost drives and accounting information?

3. Objectives of study

» Understand the concept of strategic cost
analysis and the concept and characteristics of
accounting information.

» Identify types of strategic costs analysis

4. Hypothesis of study

The researcher tries to test the following hypothesis: -
There is a statistically significant relationship between
the application of strategic costs analysis and
accounting information.
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5. Theoretical framework
Concept of strategic cost analysis

The strategic cost analysis is one of the approaches
used by cost accounting when dealing with strategic
issues, especially after it has become necessary for the
senior management of the establishment to need
attention to strategic thinking so that it can interact
and adapt to the environment in which it is active and
affected by the emergence of technological and
economic changes, For costing in providing cost data
for the preparation of plans that provide competitive
advantage to the enterprise, as it is difficult for current
cost accounting methods to provide such data
(Nagati,1995)'. The strategic cost analysis is
particularly important in analyzing the internal
environment to identify strengths and weaknesses. It
is also important in analyzing the external
environment to achieve competitive advantages. The
strategic cost analysis plays an important role in
determining the quality of the most attractive
industries in the market (Tony,1996)*.Cost analysis is
an approach that tries to look at all the activities of the
entity as a whole and the relationships between those
activities and the impact of these activities on each
other. Considering that each activity is cost, cost
management will be carried out comprehensively in
an effort to achieve continuous cost reduction
(Mohamed,2010)’.

Objectives of strategic cost analysis

The strategic cost analysis aims

:(Mahi,2011)*

at following

» A good understanding of the strategic factors in
order to make the company able to formulate its
strategic plans well in order to achieve continuous
competitive advantages. The strategic factors can
be determined by analyzing the external
environment. The analysis of the external
environment is focused on the international,
regional or local market.

» Analysis of the business environment: It includes
the identification of the technology used, the new
entrants in the industry and their impact on the
market, the analysis of the strategic cost engines,
and the use of external and internal strategic
factors, including a series of value chain analysis,
target cost.
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» Provide a good framework for allocation of
resources between activities, this framework
includes the identification of value activities
within and outside the company.

» Determine the sources of profits in companies and
this is done by measuring the cost of strategic
business units such as services, customers,
production lines, to determine profitability, and
the possibility of improvement and continuous
development using the entrance cost of activity.

Types of strategic cost analysis

The adoption of the concept of strategic cost analysis
transforms companies from the internal cost vision to
the external vision of what costs should be, helping to
achieve the strategic perspective of cost reduction.
The strategic cost analysis is based on three types of
analysis (Shank,1989)".

Value chain analysis

Value chain analysis is a tool for diagnosing
enterprise  activities, continuous improvement,
multidimensional assessment including analysis
(product cash flow, information flow, and
management), and control of the value chain provides
a mechanism to draw the attention of management
and others to the opportunity for continuous
improvement in all Stages of value chain
(Andrew,2009)°.

The value chain is the process of strategically dividing
the entity into a range of activities to understand cost
behavior (Matthias,2008)".value chain is a sequential
set of activities and processes carried out by the entity
during the life cycle of the product in order to find the
real citizen to reduce the cost and strengthen the
competitiveness of the entity (Atef,2003)®. The value
chain consists of two sets activities (Mahi,2011)’:

» Main activities: It consists of five subsidiary
activities:  internal  supplies, operations,
product outputs, marketing, sales, and service.

» Supporting activities: It consists of four sub-
activities namely the company's core structure,
human resource management, development
Technologies, and inputs.
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Strategic position analysis

The strategic position refers to the company's position
in its competitive environment, and there are three
fundamentals that determine the strategic position is
the basis of product synthesis (product diversity), the
basis of needs (the differentiation between all
Consumer needs), customer access basis (distribution
methods (Abdul Sattar, 2009)"°.

Cost driver’s analysis:

Cost factors are those factors that cause the cost of an
activity to occur and explain the causal relationship
between the output of the activity and its consumption
of its own resources, such as the degree of energy
utilization, the number of times of transport service,
maintenance hours and the number of direct working
hours. Operational cost, procedural cost drivers,
structural cost factors, general cost drivers (Salem,
2009)"".

Accounting information and characteristics

Accounting information is all quantitative and non-
quantitative information relating to economic events
that are processed and reported in the financial
statements, operating plans and reports used internally
(Ziad,2010)".

It is not necessary that the accounting data be
converted to information processed and operated only,
but became to achieve two conditions until the
accounting data become information (Abdul
Razzaq,2003)".

» The resulting information should reduce the
degree of uncertainty of the decision - maker,
by reducing the number of alternatives
available to the decision - maker.

» The resulting information should increase the
knowledge of the decision-maker, in the case
of failure to achieve the first condition, where
it can benefit from the knowledge added to
make other decisions in the future .In order
for the accounting information to achieve its
objectives, which is the primary objective of
the decision-making user, it is necessary to
have a set of characteristics that can be used as
a basis for assessing the quality of the
accounting information. The characteristics of
the accounting information can be divided into
the following (Nihad,2011)"*:
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Main characteristics:

Relevance: The ability of information to make a
change in the direction of a particular user's decision.
To make the information relevant, the following
secondary characteristics are required: -

» Timeliness: Provide accounting information in
a timely manner before losing its usefulness or
ability to influence the decision-making
process.

» predictive value of information: accounting
information that has the greatest predictive
capacity is more suitable for information
users.

» Reclassification  capability: ~ Appropriate
accounting information has a retrospective
value when it has the ability to change or
correct current or future expectations.

Reliability: Reliability is meant to correct information
as a basis on which the decision-maker can rely on
prediction. This property consists of three sub-
characteristics:

» The property of verifiable: in the sense that the
information can be validated.

» The property of neutrality and impartiality:
any lack of bias in the process of obtaining
information or not intentionally configured
can serve a user without another.

» The property of honesty in expression: means
a high degree of congruence between
measurements and phenomena to be reported.

Secondary characteristics:

» Stability property: is the application of the
same accounting procedures on similar events
concepts One project from time to time
Symmetry and comparability: Symmetry
means the use of the same procedures and
measurement concepts and the same methods
of disclosure between different enterprises.

6. Results & Discussion:

The study sample includes Engineering Industries
Companies - Khartoum State. The researcher
distributed (150) questionnaire forms among some of
the workers in the field selected randomly (139)
Forms were collected as 93%. (SPSS) used for
analyzing the relevant data. The researcher used
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statistical methods following: median, and Chi-Square test the hypothesis.

Table (1): Through table (1), the level of significance Chi-Square test (.000) less than the significance level
0.05, This shows that There is a statistically significant relationship between applied the strategic costs analysis
and accounting information., therefore the hypothesis is achieved.

Table (1)

Strategic cost analysis contributes to the | 5
provision of appropriate accounting
information for decision-making

Strongly Agree | 339.143 .000

Strategic cost analysis contributes to the | 4
provision of competitor information.

Agree 238.036 .000

Value chain analysis contributes to the | 5
provision of accounting information on
the Company's activities and how to
improve them.

Strongly Agree | 353.536 .000

Strategic Position Analysis contributes to | 5
the provision of accounting information
on the Company's products and their
diversity to meet customer needs.

Strongly Agree | 256.964 .000

Cost-driver’s analysis contributes to the | 5
provision of accounting information on
the main causes of the cost of the
product.

Strongly Agree | 154.536 .000

Findings:

» Strategic cost analysis contributes to the
provision of appropriate information for
decision making.

» Strategic cost analysis contributes to reducing
the costs of different activities.

» Strategic cost analysis contributes to providing
information about activities that do not add
value to the product.

Recommended:

» Care should be taken to apply the types of
strategic cost analysis to obtain product
information at all stages.

» Must be applied the types of strategic cost
analysis with modern cost methods to reduce
the total cost of production.
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