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ABSTRACT 
 
 The purpose of this study is to examine the role of Technology Acceptance model (TAM) on increasing the 
usage of Activity based costing in the commercial banking institutions of Libya. A survey was conducted and 
the survey questionnaire was distributed to around 180 respondents which in return around 125 questionnaires 
was used for the analysis. The location of the respondents was within the areas of Tripoli Libya. From the 
findings it was noted that the most important role of the activity based costing system in the banking institutions 
of Libya is to increase the costing and cost control and the customer profitability. There was around 81% of 
influence of costing and cost control on the usage of activity based costing system and around 78% of the 
influence of activity based costing system is to increase the customer’s profitability.  The results of the study 
showed that perceived usefulness was most influential in determining the usage of Activity based costing system 
in the bankers of Libya. 
 
Key words: Technology Acceptance Model, Activity based costing, banking, customer profitability 
 
Introduction 
 
 Management accounting system has been considered as one of the important part of management process in 
the organization (S.O. Ajibolade et al, 2010). However, the importance of this traditional role and the ability of 
MAS to effectively perform this role have generated debates in recent time. Some researchers have suggested 
that rather than assist the modern manufacturing initiatives to succeed, the poor performance of these entities 
may be traceable to their continued reliance on the traditional design of MAS. They argued that these MAS fail 
to provide appropriate goals, performance measures, or reward systems.  
 ZarehanSelamat in 2009 quoted that advancement in technology is a means to enjoy economies of scale in 
production, development of new product and services, creation of knowledge, as well as to instill product 
quality and services efficiency. As a result, the growth in investment in information technology (IT) has surged 
considerably recently worldwide, causing the acceptance of user decision making process via IT and its usage, 
an increasingly critical technology implementation and management issue.  
 It is therefore crucial to examine the determinants and acceptance of Activity based costing among users, 
particularly those involving different technologies, user populations, and organizational contexts. Since users’ 
perception and intention can change over time, it is essential to examine these changes at several points in time 
through the Technology Acceptance Model (TAM). TAM is an appropriate technique to explain the factors that 
might affect Activity Based Costing usage, the extent of ABC usage and its trend in the Libyan banking 
industry.  
 However, the deep transformation of the banking system, and, more specifically, deregulation, 
disintermediation and innovation processes, have ushered in changes to the competitive behavior and the 
information needs of banking institutions. 
 
2. Technology Acceptance Model (TAM): 
 
 The World Wide Web (commonly shortened to the Web) is a system of interlinked, hypertext documents 
accessed via the Internet. With a web browser, user views web pages that may contain text, images, videos, and 
other multimedia and navigates between them using hyperlinks. 
 Several studies, (e.g. Chenhall& Morris, 1986; Gerdin, 2005; Gordon & Narayanan, 1984; Gul, 1991; Gul& 
Chia, 1994; Haldma&Laats 2002; Khandwalla, 1972; Macintosh, 1981; Merchant, 1984; Reid & Smith, 2000) 
in order to explain the Activity based costing usage, have suggested that certain factors may influence the 
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designs adopted and their effectiveness. Such studies, predominantly adopting the contingency theory as 
foundation, have examined the role of factors in the organization’s task environment in the design and 
effectiveness of MAS,while many of the studies have reported relationships between MAS design and some 
hypothesized contingent variables.  
 Among the many variables that may influence system use, previous research suggests two determinants that 
are especially important. First, people tend to use or not use an application to extent they believe it will help 
them perform their job better. This research refers to this first variable as perceived usefulness. Second, even if 
potential users believe that a given application is useful, they may, at the same time, believe that the system is 
too hard to use and that the performance benefits of usage are outweighed by the effort of using the application. 
That is, in addition to usefulness, usage is theorized to be influenced by perceived ease of use. 
 
3. Activity based costing: 
 
 Activity-Based Costing (ABC) has received its name because of the focus on the activities performed in the 
realization of a product.  Costs are traced from activities to products, based on each product's consumption of 
such activities. Because of the assumption that a product uses activities and the allowance for batch and product 
level cost-drivers, it is generally agreed that ABC systems are superior in modeling and tracking costs. (Bert 
Bras and Jan Emblemsvag, 1995) 
 The only way to control expenses is to have a better understanding of how certain products and how they 
are setup to contribute to the overall expenses in day to day operation of a bank.  The traditional costing system 
in banking does not effectively assign actual costs to the actual transaction.  This is where activity-based costing 
will give bank managers a greater understanding of the true cost and profitability of all transactions in daily 
processes in the bank. Activity-based costing can be used in all areas of banking, and in some banks it is used in 
analyzing checking accounts for businesses.   
 The Activity-Based Costing (ABC) process provides a better understanding and accurate assessment of the 
costs associated with producing a product or service and delivering it to its end-users.  It looks at the activities 
associated with producing the product and service and the amount of resources that are required for these 
activities. (JordiCarenys and Xavier Sales, 2008) said that during the nineties traditional costing systems came 
under minute scrutiny, loss of relevance, lack of reliability, inability to provide valid information for decision 
making as well as obsolete methods or systems that were un adapted to the realities of companies are some of 
the criticisms that were directed at traditional cost accounting systems. 
 
4. Perceived ease of use: 
 
 Perceived ease of use is defined as to which a person believes that using a particular system will be free of 
effort. Among the beliefs, perceived ease of use is hypothesized to be a predictor of perceived usefulness. Both 
types of beliefs are influenced by external variables e.g. computer self-efficacy. Furthermore assuming that 
other things are being equal, the easier is a technology to use, the more useful it can be. (Fathulwahid, 2007) 
Thus it can be said that Perceived ease of use becomes very important for the ABC usage in the banking 
institutions of Libya.  
 There is a significant effect of perceived ease of use on usage intention, either directly or indirectly through 
its effect on perceived usefulness (Agarwal and Prasad, 1999; Davis et al., 1989; Hu et al., 1999; Jackson et al., 
1997; Venkatesh, 1999, 2000; Venkatesh and Davis, 1996, 2000; Venkatesh and Morris, 2000).  
 
Perceived Usefulness: 
 
 Perceived usefulness is defined as prospective user’s subjective probability that using a specific application 
system would increase the organizational performance. (Davis, 1989) The impact of perceived usefulness on 
system utilization was suggested by the work of Schultz and Slevin (1975) and Robey (1979). Intention may be 
defined as a measure of the strength of one's intention to perform a specific behavior (Fishbein&Ajzen, 1975); 
that is, use an information system. Costing applications implement business rules and have certain functionality 
to either interact with another actor (Souer, 2003)  
 In addition, Ndbusi and Jantan in 2003 analyzed and found that the factors affecting Activity costing system 
use in small and medium firms in Malaysia and found that perceived usefulness is robust in determining usage, 
while having direct influence on usage and also mediating in the relationship between PEOU and usage. In the 
study of mobile banking acceptance, Luarn and Lin (2003) found that perceived usefulness has positive impact 
on the willingness to use mobile banking. Therefore, it is highly predictable that people use IT because they find 
it useful. 
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5. Research methodology: 
 
 Data were collected by the means of questionnaire and were sent to 180 bankers located in the Tripoli 
Libya. The location of the survey was selected in view of its advancement, development and implementation of 
IT applications as compared to other locations in Libya. Following to the comments received from the pilot 
study which was conducted to validate the content of questionnaire in terms of validity, logic and accuracy. 
Minor adjustments were made before the distribution of the questionnaire.  
 The survey design consists of four main sections: section (1) asks for background information of the 
managers which will be useful for data segmentation and analysis; section (2) asks for information about the 
characteristics of the usage of Activity based costing system in their accounting systems; section (3) is about the 
characteristics of a relevant about the manager’s perception of use of Activity based costing; (4) is about the 
characteristics of managers attitude towards usage of activity based costing system in the banking institutions of 
Tripoli Libya. 
 
Hypothesis: 
 
 H1:  There is a positive influence of Perceived Usefulness and Activity Based Costing system usage in the 
banking institutions of Tripoli Libya. 
 H2: Perceived Ease of Use has directly influence on the Activity Based Costing system usage in the 
banking institutions of Tripoli Libya. 
 H3: Perceived usefulness and Perceived Ease of use increases the attitude to use Activity Based Costing 
system in the banking institutions of Tripoli Libya. 
 
Data collection techniques: 
 
 The three variables in the study, MAS design, PEU and companies’ performance were measured by 
adapting scales used in earlier studies and tested for reliability. These scales constructed using a 5& point linear 
numeric scales were incorporated into the relevant sections of the questionnaire. 
 The type of sampling method used for this research study is convenience sampling method. Convenience 
sampling is a process of obtaining samples that are most conveniently available (Zikmund, 2000). The 
advantages of convenience sampling are that the cost of data collection is low and data can be collected in the 
shortest duration. 
 
6. Data analysis: 
 
 From the total 180 questionnaires distributed, in total 134 responses were received (a response rate of 
74.4%). After eliminating those which could not be used, this resulted in 125 forms being available for analysis 
(a net response rate of 69.4%)  
 The detailed sample profile in terms of gender, age, marital status, education, profession and annual income 
is depicted in Table 1. 
 From the demographic factors the research consisted of 40% men and 60% of women. The gender 
distribution between male and female was almost similar. Now from the age of the respondents it was noted that 
12% of the respondents were from 18 to 25 years, around 37.6% of respondents were from the age between 26 
to 35 years, while 42.4% of the respondents were from 36 to 45 years and at last around 8% of the respondents 
were from age of 46 to 55 years. Education factors show that most of the respondents were having masters and 
bachelor degree. Thus they were having good knowledge of the related study of Activity Based Costing in 
banking institutions in Tripoli Libya. 
 Correlation analysis is used to know how the variables are correlated with each other. For the collection of 
the data’s the symmetric quantitative variables for the Pearson’s correlation coefficient is used. From the 
findings in table 2, it is shown that all the variables have positive relationship with the dependent variable usage 
of Activity Based Costing in banking institutions in Tripoli Libya. The influence between perceived ease of use 
and usage of activity based costing was having 85.8%, the influence of Perceived ease of use and Perceived 
usefulness was found to be 83.7% and the influence of Perceived usefulness and usage of activity based costing 
was found to be as 86%. 
 From the table 3, it was found that the ABC application, ABC usage, ABC input devices of the perceived 
ease of use increase the usage of Activity Based Costing in the banking institutions of Tripoli Libya. Similarly, 
the items of Perceived Usefulness like job performance, productivity, ABC ideal and useful in job having high 
influence to investigate the Activity Based Costing usage in the banking institutions of Tripoli Libya.  
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Table 1: Demographic factors of the respondents. 
Demographics Frequency Percentage 
Gender:     
Male 50 40% 
Female 75 60% 
Age:     
18 to 25 15 12% 
26 to 35 47 37.60% 
36 to 45 53 42.40% 
46 to 55 10 8% 
Marital Status:     
Single 36 28.80% 
Married 86 68.80% 
Divorce 3 2.40% 
Education:     
Diploma 9 7.20% 
Degree 51 40.80% 
Master 46 36.80% 
Professional/Doctorate 19 15.20% 
Others 0 0% 
Profession:     
Clerical 3 2.40% 
Officer 45 36% 
Professional Staff 69 55.20% 
Others 8 6.40% 
Income:     
Less than RM 2000 6 4.80% 
RM 2000 to 4000 48 38.40% 
RM4000 to 6000 47 37.60% 
RM 6000 to 8000 21 16.80% 
More than RM 8000 3 2.40% 
      

 
Table 2: Correlation Analysis. 

Correlation Test Factor loading% 
PEOU - PU 83.7 
PU - UABC 86 
UABC - PEOU 85.8 

 
Table 3:  Factor loading of the variables. 

  percentage of respondents % 
Perceived Ease of use   
ABC utilization 0.41 
Easy to use for decision making information 0.65 
Interaction with ABC is clear 0.51 
Flexible to interact with ABC 0.59 
Skillful to use ABC 0.65 
ABC provides commercial capabilities 0.74 
ABC has nice input devices 0.85 
ABC applications are easy to use 0.89 
terminology is easy to use 0.88 
Perceived Usefulness   
Comfortable to use by own 0.55 
Easy to do accounting over ABC 0.62 
Able to work on ABC  0.68 
using ABC increases job performance 0.83 
using ABC increases productivity 0.81 
ABC enhance the effectiveness of job 0.72 
ABC is useful in job 0.87 
Working on ABC is ideal like 0.85 
Usage of Activity Based Costing   
Process Improvement 0.76 
Product Profitability 0.66 
Customer Profitability 0.78 
Costing & Cost control 0.81 
Quality Improvement 0.65 

 
 Finally, the items of usage of Activity Based Costing said that the most of the use of ABC in the banking 
institutions was to costing and cost control which found to have 81% of influence in the banking costing and 
cost control. Also from the findings it was found that the ABC usage is also very important for the customer 
profitability which was found to have around 78% of influence on ABC usage in the banking institutions of 
Tripoli Libya.  
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Table 4: Regression analysis and reliability test. 
Variables R Square Reliability test  
    Cronbach's Alpha 
Perceived Ease of Use   89.8 
Perceived Usefulness 80.40% 90.7 
Usage of Activity Based Costing   89.7 

 

 
 
Fig. 1: Technology Acceptance Model. 
 
 From the regression analysis done through the SPSS software it was found that the independent variables 
i.e. Perceived ease of use and Perceived usefulness was having around 80.4% of influence on the Usage of 
Activity based Costing system in the banking institutions of Tripoli Libya.  
 Also from the reliability test it was known that there is very high importance of the Technology Acceptance 
Model on the Usage of Activity Based Costing system in the banking institutions of Tripoli Libya.  
 
7. Conclusions: 
 
 The objective of this study was to examine the usage of ABC in the banking institutions of Tripoli Libya by 
adapting the TAM model. This study has provided great understanding on the technology acceptance model in 
explaining the usage of Activity Based costing in the banking institutions of Tripoli Libya.  
 The finding of the study shows that the Perceived usefulness variable is having high influence on the usage 
of Activity based costing system in the commercial banking institutions of Tripoli Libya. This finding refers to 
the fact that bankers are likely to use activity based costing because they believes that using the system will 
enhance their job performance. 
 This result was in favor to the findings of Davis et al. (1989), Igbaria et al., (1995) and Nelson OlyNdbusi 
and Muhammad Jantan (2003) said that perceived usefulness is positively related to usage. Thus, the greater the 
perceived usefulness, the more likely that bankers use activity based costing system in the banking industry. 
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