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The Impact of Applying Time-Driven Activity-Based Costing
(TDABC) on Rational Managerial Decisions Making in the
Egyptian Insurance Companies: A Case Study

Dr. Engy Farouk Mourad and Dr. Mostafa Abdelazeem Mohamed
Abstract

This study aims to determine the impact of applying the TDABC
approach on the efficiency of allocating indirect costs and assigning the
real cost of the insurance service, which assists the management in
making rational decisions aiming to reducing costs and maximising
profitability in property and liability insurance companies that operate in
the Egyptian market. To achieve this objective, the authors collected data
related to the indirect costs of the Supplemental Car Insurance Branch for
the fiscal year 2018/2019 from one of the insurance companies, which
still uses the traditional systems for allocating indirect costs.

The results illustrated that adopting the TDABC facilitates
determining the cost of the activities required to provide the insurance
services in the supplemental car insurance branch. In addition, the results
revealed that the unused capacity exceeded 50% of the practical capacity
in some administrations related to this insurance branch, which
negatively affects the profitability of the insurance branch and, therefore,
the profitability of the company as a result of the magnification of the
cost of insurance services by the unsed capacity’s cost.

Key Words: Time-Driven Activity-Based Costing, maximize
profitability, properties and liability insurance, Cost Reduction.
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