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Objective: This research aims to calculate the full cost of
education for students in various disciplines at the AJA
Command and Staff University across its four faculties, using the
activity-based costing (ABC) approach.

Methodology: To calculate the full cost, direct costs were
directly assigned to the academic disciplines, and indirect costs
(overhead) were allocated through the activity-based costing
approach. The research data, including costs and overhead
allocation drivers, were collected using archival and survey
(interview) methods. These data pertain to the academic year
2022-2023.

Findings: Based on the findings, the full cost of education for
students in fifteen Master's programs and two Doctoral programs
across the four faculties was calculated. Furthermore, the share
and percentage of direct and indirect costs (overhead) relative to
the total full cost for each discipline were determined.
Conclusion: Replacing traditional cost accounting methods with
the activity-based costing approach enables university
administrators to make more informed management decisions
and facilitates the effective implementation of performance-
based budgeting.
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Based Costing Approach)

Sasan Khademi'@®| Ali Heydari Shahna?| Mir-Hossein Mousavi’

Extended Abstract

Introduction

Performance-based budgeting (PBB) has gained significant attention from governments in
recent decades as a modern approach to resource management (Khademi et al., 2021). It
addresses inefficiencies in traditional budgeting, which focused on inputs and cash-based
controls, by emphasizing outputs, outcomes, and cost-effectiveness. PBB links budgets to
performance, enhancing transparency, accountability, and efficiency in resource allocation
while serving as a framework for performance management and decision-making (Hojatifad &
Emadi, 2020).

A key challenge in implementing PBB is the lack of suitable accounting and reporting systems
(Babajani & Sahebgharani, 2020). Traditional cost accounting, with imprecise overhead
allocation and weak links between costs and activities, falls short. In contrast, activity-based
costing (ABC) provides transparency by allocating costs based on actual drivers, enabling
better process improvement and resource optimization (Blucher et al., 2022). ABC focuses on
value-added activities while reducing non-value-added ones, helping managers enhance
efficiency.

The importance of PBB and modern costing systems, particularly in resource-constrained
sectors like the armed forces, has been highlighted (e.g., Namazi & Zare, 2021; Khademi et al.,
2021). Accurate cost calculations for activities, especially in education and research, support
strategic decision-making and resource allocation. This study explores using ABC to calculate
the full cost of student education at the AJA Command and Staff University, aiming to improve
decision-making, implement PBB, and provide a model for adoption in other armed forces
universities.

Methodology

This research adopts a multi-faceted methodological approach, which can be delineated as
follows:

From an objective standpoint, this study is classified as applied research. This classification
stems from its aim to provide a practical solution for calculating the full cost of student
education and enhancing managerial decision-making within the studied university.

In terms of data type, this research is categorized as quantitative research, as it employs
numerical and quantifiable data for analysis and examination of the subject matter. These data
encompass the direct and indirect costs associated with student education across various
faculties of the studied university. Also, the research steps of Amizawati et al. (2012) were
used to implement the activity-based costing system.

For the classification, organization, and analysis of the collected data, Microsoft Excel 2016
was utilized.

Furthermore, the data required for this research were collected using two methods: archival and
survey-based (interview). Archival data comprised information related to university
expenditures obtained from existing documents and records. Survey data, specifically
information related to cost drivers and various activities, were acquired through interviews with
university managers and officials.
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Findings

The findings of this research led to the determination of the full cost of student education
across fifteen Master's degree programs and two Doctoral degree programs within four
faculties of the AJA Command and Staff University. Furthermore, the magnitude and
percentage of direct and indirect costs (overhead) relative to the total full cost were calculated
and determined for each academic program. The results indicated that, on average,
approximately 61% of the full cost of student education is attributable to direct costs, with the
remaining 39% constituting indirect costs (overhead).The analysis reveals that the highest full
cost of student education, amounting to approximately 9,602 million Rials, pertains to the
Master's program in Human Resource Management, while the lowest, at approximately 1,948
million Rials, corresponds to the Master's program in Futures Studies. Moreover, the largest
discrepancy between the estimated per capita budget and the full cost of student education was
observed in the Support and Staff Faculty, and the smallest discrepancy was found in the War
College.

Conclusion

Given the substantial full cost of student education, the implementation of managerial measures
to reduce and manage university expenditures appears necessary. These measures include
identifying and eliminating non-value-added activities and optimizing the utilization of
underutilized human resources, facilities, and other available resources. Additionally, it is
essential that the university's budget and allocation department, by comparing the full cost of
education with the estimated per capita budget, undertake a review and revision of the
estimated per capita student education figures.

Moreover, it is recommended that university administrators adopt the activity-based costing
(ABC) approach as a replacement for traditional methods of calculating the full cost of
education. This change in approach, by providing more accurate and relevant information, will
assist managers in making more informed decisions and pave the way for more effective
implementation of performance-based budgeting.
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