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Abstract

Cost accounting plays a critical role in supporting effective budgeting and informed decision-
making, particularly in the service industry where intangible assets and variable costs are
prominent. This study aims to examine the impact of cost accounting practices on budgeting
processes and decision-making efficiency within service organizations. The research adopts a
mixed-methods approach, combining quantitative data collection through structured surveys
distributed to 150 financial managers and qualitative insights from interviews with 20 senior
accounting professionals across the service sector in Thailand. The results reveal that
organizations employing advanced cost accounting techniques, such as activity-based costing
(ABC) and real-time financial analysis, exhibit higher budgeting accuracy and improved
decision-making capabilities. These practices enhance resource allocation and cost control,
ultimately leading to improved organizational performance. Additionally, the findings highlight
the need for continuous training of financial professionals and the adoption of digital tools to
keep pace with industry demands. The study concludes with recommendations for service
organizations to integrate advanced cost accounting systems and provide ongoing professional
development to accounting staff. Policymakers and industry leaders are encouraged to support
technological adoption in financial operations to ensure sustained competitive advantage.
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1. Introduction
1.1 Principles and Rationale

Cost accounting plays a pivotal role in budgeting and decision-making within organizations,
especially in the service industries where intangible assets and labor are the primary
contributors to costs. In contrast to manufacturing sectors where raw materials and production
costs dominate, the service industry faces unique challenges in tracking and controlling costs.
Cost accounting systems in the service sector help organizations to analyze cost behavior,
allocate overheads accurately, and facilitate effective decision-making, which are crucial for
maintaining profitability and operational efficiency.

Budgeting, a critical component of financial management, relies heavily on cost accounting
to estimate future expenses, allocate resources efficiently, and ensure that financial targets are
met. In the service industry, accurate budgeting requires a deep understanding of cost behavior,
customer demand patterns, and the cost structure of the services provided (Drury, 2018).
Effective budgeting enables service organizations to remain competitive by ensuring that

© Copyright by Author(s)| ICBTS 2025 Madrid 122



International Academic Multidisciplinary Research Conference Madrid 2025

pricing strategies align with cost constraints, and that resources are allocated efficiently to
maximize profit margins.

Moreover, decision-making within the service industry, such as pricing strategies, service
enhancements, capacity planning, and investment decisions, requires cost data for informed
choices. Cost accounting helps managers make strategic decisions by providing information
about cost-volume-profit relationships, cost allocation methods, and the financial implications
of business operations (Kaplan & Atkinson, 2015). The effectiveness of cost accounting in these
contexts ultimately influences the organization's ability to thrive in competitive and fast-
changing markets.

Previous studies have explored the role of cost accounting in different sectors, but the service
industry presents unique challenges due to its reliance on human resources, customer
satisfaction, and less tangible outputs. As the service sector continues to grow, understanding
how cost accounting systems can be leveraged to improve budgeting and decision-making
becomes increasingly critical. This research aims to investigate the role of cost accounting in
budgeting and decision-making specifically within the service industry, analyzing its impact on
organizational efficiency, cost control, and overall profitability.

1.2 Research Objective

The aim of this research is to explore the role of cost accounting in budgeting and decision-
making within the service industry, with a focus on how cost accounting techniques can enhance
operational efficiency and support strategic financial decisions. To achieve this broad objective,
the research is guided by the following specific goals:

1. To examine the role of cost accounting in budgeting within service organizations:

2. To investigate the challenges and limitations of applying cost accounting in the service
industry.

3. To assess the influence of cost accounting on financial performance and profitability in
the service industry.

2. Literature Review

Cost accounting plays a critical role in the budgeting and decision-making processes within
the service industry. As organizations in this sector increasingly face competition and economic
pressures, the ability to effectively allocate resources and control costs becomes essential for
maintaining profitability and sustaining growth. This literature review examines existing studies
and theories on the role of cost accounting in budgeting and decision-making in service
organizations.

2.1 The Importance of Cost Accounting in the Service Industry

The service industry, unlike manufacturing, faces unique challenges in cost management due
to the intangible nature of services and the difficulty in allocating overhead costs accurately.
Traditionally, service organizations have struggled with cost allocation, leading to
inefficiencies in budgeting and decision-making. Horngren et al. (2013) argue that traditional
cost accounting systems, such as job order costing and process costing, may not provide
accurate cost information for service organizations due to the complexity of services that do not
have a clear-cut production process. In response to these challenges, advanced cost accounting
methods such as activity-based costing (ABC) have been increasingly adopted by service
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organizations. ABC allows for more precise allocation of indirect costs by associating overhead
with specific activities, resulting in more accurate cost estimates (Kaplan & Atkinson, 2015).

2.2 Cost Accounting and Budgeting

Cost accounting is integral to the budgeting process as it helps organizations plan for future
expenses and allocate resources efficiently. In service organizations, budgeting often involves
forecasting costs related to labor, overheads, and operational activities. A study by Drury (2018)
highlights that the integration of cost accounting in budgeting allows organizations to identify
areas of inefficiency and make informed decisions on resource allocation. The accuracy of cost
estimates in service firms directly affects their ability to set competitive prices and manage cash
flows. Kaplan and Atkinson (2015) suggest that by incorporating cost accounting into the
budgeting process, service organizations can develop more realistic and comprehensive
budgets, reducing the likelihood of underestimating or overestimating future costs.

2.3 Cost Accounting and Decision-Making

Cost accounting also plays a significant role in decision-making, particularly when it comes
to pricing strategies, service improvements, and profitability analysis. According to Miller
(2017), cost accounting provides managers with detailed cost breakdowns that enable them to
assess the profitability of different services, identify cost drivers, and make strategic decisions
based on real-time financial data. For instance, cost accounting techniques, such as contribution
margin analysis, help organizations make decisions regarding product/service pricing and
service modifications (Horngren et al., 2013).

Furthermore, cost accounting aids in long-term decision-making, such as strategic planning,
expansion, and investment decisions. A study by Shillinglaw (2017) found that service
organizations that implemented cost-based decision-making models saw significant
improvements in their ability to control costs and increase profitability. By understanding the
cost structure of services, financial managers can adjust pricing or service delivery models to
better align with market demands and cost realities.

2.4 Challenges of Applying Cost Accounting in the Service Industry

While cost accounting is essential for budgeting and decision-making, its application in the
service industry is fraught with challenges. The service sector is characterized by heterogeneity
in service delivery, and the intangibility of services makes cost allocation more subjective and
less straightforward. According to Cooper and Kaplan (2015), service organizations often face
difficulties in determining how to allocate indirect costs, such as overhead, to individual
services. Furthermore, the labor-intensive nature of many service organizations makes the
allocation of labor costs more complex, particularly when services are customized.
Additionally, many service organizations are reluctant to adopt advanced cost accounting
techniques due to their complexity and the required investment in technology and training
(Miller, 2017). As a result, some organizations may continue to rely on traditional costing
methods that are less accurate and can lead to distorted financial information, undermining the
effectiveness of budgeting and decision-making.
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3. Methodology

This research will adopt a descriptive research design to examine the role of cost accounting
in budgeting and decision-making in the service industry. A descriptive design allows the
researcher to investigate and document the current state of practices and perceptions
surrounding cost accounting techniques and their impact on budgeting and decision-making
within the service sector. The research will focus on collecting both qualitative and quantitative
data to understand the effectiveness, challenges, and impact of cost accounting in service
organizations.

3.1 Population and Sample

The study will target service organizations in Thailand, specifically focusing on companies
operating within the following sectors: hospitality and tourism, financial services, healthcare,
and professional services (such as consulting firms). A stratified random sampling method will
be used to select service firms from these sectors. The sample will consist of managers,
accountants, and financial officers involved in budgeting and financial decision-making within
these organizations. The reason for this stratified approach is to ensure that a wide range of
service industries are represented, providing a comprehensive understanding of the role of cost
accounting across various service sectors. The sample size will be determined based on the total
number of service organizations in Thailand, with an estimated target of 100-150 participants
(50 participants from each sector). This will ensure sufficient data for analysis and allow for
reliable generalization of the findings.

3.2 Data Collection Methods
To gather comprehensive and relevant data, both primary and secondary data will be used:

A structured questionnaire will be distributed to participants in the selected organizations.
The survey will include both closed and open-ended questions focused on the adoption of cost
accounting techniques, the role of cost accounting in the budgeting process, the impact of cost
accounting on decision-making, and challenges faced in applying cost accounting methods in
service organizations. The Likert scale will be used for closed-ended questions, allowing
participants to rate their agreement or disagreement with various statements regarding the role
of cost accounting in budgeting and decision-making.

In-depth, semi-structured interviews will be conducted with a select group of financial
managers and senior accountants to gain deeper insights into the real-world applications and
challenges of cost accounting in service organizations. These interviews will allow for detailed
discussions on specific issues and practical examples of how cost accounting impacts budgeting
and decision-making.

Secondary data will be gathered from relevant financial reports, industry studies, and
literature to provide background and context for the study. This will include academic articles,
government reports, and industry white papers on cost accounting, budgeting practices, and
decision-making processes within the service industry.

3.4 Data Analysis

The collected data will be analyzed using both quantitative and qualitative methods.
Quantitative data from the survey responses will be analyzed using statistical techniques.
Descriptive statistics used to summarize the characteristics of the sample and the distribution
of responses. Inferential statistics used to determine relationships and differences between
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variables, such as how the adoption of specific cost accounting techniques affects decision-
making outcomes or budgeting accuracy. Qualitative data from the interviews will be analyzed
using thematic analysis to identify common themes, patterns, and insights related to the role of
cost accounting in budgeting and decision-making.

4. Results

The results are based on the responses from managers, accountants, and financial officers
working in service organizations in Thailand, with a focus on industries such as hospitality,
healthcare, and financial services.

4.1 Survey Data: Quantitative Analysis

The survey contained several questions aimed at understanding the role of cost accounting
techniques, the integration of these methods in budgeting, and their influence on decision-
making. The results are presented in the following areas:

Adoption of Cost Accounting Methods: Out of 120 survey respondents, 85% indicated that
their organizations utilize some form of cost accounting to inform budgeting and decision-
making processes. Respondents in the hospitality and healthcare industries were more likely to
use ABC due to the complex and varied nature of their services, which require more detailed
cost allocation. Standard costing was most prevalent in financial services, where cost prediction
and control are critical for maintaining profitability.

Cost Accounting in Budgeting: When asked how integral cost accounting is to the budgeting
process, 70% of the respondents agreed or strongly agreed that cost accounting methods
significantly improve the accuracy of budget forecasting. The key elements of cost accounting
that were reported to contribute to better budgeting included: accurate cost allocation (82% of
respondents), enhanced decision-making for resource allocation (75% of respondents), and
better prediction of future financial needs (68% of respondents)

4.2 Interview Data: Qualitative Analysis

The interviews with financial managers and senior accountants revealed several important
themes regarding the role of cost accounting in budgeting and decision-making:

Perceived Importance of Cost Accounting in Strategic Decisions: Most interviewees
emphasized that cost accounting plays a crucial role in guiding strategic decision-making,
especially in industries where competition is fierce, such as hospitality and healthcare.

Integration of Cost Accounting with Financial Technology: A notable trend among service
organizations is the increasing integration of digital tools and software with traditional cost
accounting methods. Several respondents mentioned using Enterprise Resource Planning (ERP)
systems to automate cost allocation and budgeting, thus improving the accuracy and efficiency
of their financial processes.

Challenges in Applying Cost Accounting in Service Industries: Despite the advantages,
interviewees highlighted challenges related to applying cost accounting effectively in the
service industries. Many service organizations struggle with ensuring accurate data collection,
particularly when tracking indirect costs or allocating overheads accurately. In industries like
hospitality and healthcare, where services are highly customized, allocating costs accurately
remains a significant challenge. Some respondents noted that the lack of expertise in advanced
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cost accounting methods, such as ABC, limits their organization’s ability to fully leverage these
techniques in decision-making.

The data analysis revealed that cost accounting plays a critical role in both budgeting and
decision-making in the service industry. While the majority of service organizations use cost
accounting, the methods vary across industries, with Activity-Based Costing being more
prevalent in sectors such as hospitality and healthcare, where complex services are offered. The
impact of cost accounting on decision-making was found to be significant, particularly in areas
such as cost control, pricing strategies, and resource allocation. However, challenges related to
data accuracy, cost allocation, and expertise remain obstacles that some organizations must
overcome to fully harness the potential of cost accounting.

5. Conclusion

The research on the role of cost accounting in budgeting and decision-making in the service
industry has provided valuable insights into how cost accounting practices can enhance
organizational performance. This study focused on understanding the application of various
cost accounting methods in service-oriented sectors, including hospitality, healthcare, and
financial services, and how these methods contribute to more accurate budgeting, cost control,
and effective decision-making. Key findings are:

1. Adoption of Cost Accounting Methods: The study revealed that most service organizations
utilize cost accounting methods, with Activity-Based Costing (ABC) being particularly favored
in industries like hospitality and healthcare, where service complexity demands more precise
cost allocation. The widespread adoption of cost accounting highlights its critical role in the
service industry’s financial operations.

2. Impact on Budgeting: Cost accounting practices are integral to the budgeting process in
service organizations. By providing accurate cost data, cost accounting helps organizations
forecast expenses, allocate resources efficiently, and align their financial planning with
organizational goals. The majority of respondents agreed that cost accounting directly improved
the accuracy and relevance of their budgets.

3. Influence on Decision-Making: Cost accounting significantly influences decision-making
in key areas, including pricing strategies, resource allocation, and performance evaluation. It
assists service organizations in making informed decisions that can improve profitability and
operational efficiency. Particularly, cost accounting practices related to cost control and
expense management were seen as crucial in maintaining competitive advantage.

4. Challenges in Implementation: Despite its benefits, several challenges remain in applying
cost accounting effectively. Service organizations face difficulties in data accuracy, cost
allocation, and complexity in tracking indirect costs. Additionally, a lack of skilled personnel
in advanced cost accounting techniques like ABC can hinder the full potential of these methods.

The findings of this research underscore the importance of cost accounting as a decision-
support tool in the service industry. Service organizations can benefit significantly by refining
their cost accounting practices and ensuring they are equipped with the right tools and expertise
to handle modern cost allocation methods. Furthermore, there is a growing need for service
organizations to invest in training their financial staff and adopting advanced digital tools that
integrate cost accounting with other financial management processes. The evolving nature of
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the service industry, driven by increasing competition and customer demands, requires cost
accounting practices to be more agile and adaptable.
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