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[bookmark: _Toc214930691]ABSTRACT
Tourism is a diverse and activity-intensive industry where daily operations involve numerous interconnected functions such as customer service, accommodation management, transport coordination, food and beverage service, itinerary design, quality assurance, and facility maintenance. The complexity of these activities makes cost allocation a challenging task for tourism firms seeking financial efficiency, competitive pricing, and profitability. Traditional costing systems fail to reflect these complexities, as they allocate overhead using simple volume-based measures. Consequently, tourism managers often receive distorted or misleading cost information.
Activity-Based Costing (ABC) emerges as a more sophisticated and relevant cost allocation approach for tourism organizations. By identifying key activities and tracing costs to these activities based on their consumption of resources, ABC reveals the true cost of delivering hotel stays, flight operations, and tour packages. This assignment critically examines the application of ABC within tourism enterprises, evaluating its potential to enhance costing accuracy, improve managerial decisions, strengthen performance measurement, and support service innovation.
Drawing on academic literature, theoretical frameworks, and realistic tourism sector examples, the study highlights how ABC clarifies resource-intensive activities, uncovers inefficiencies, identifies profitable customer segments, and enables evidence-based pricing. The findings show that ABC not only enhances operational visibility but also supports strategic decision-making in a dynamic tourism market. The assignment concludes by emphasizing both the benefits and limitations of ABC while offering suggestions for future managerial improvement in tourism cost systems.

[bookmark: _Toc214930692]INTRODUCTION
The global tourism industry is one of the most competitive and rapidly evolving service sectors. Hotels, airlines, restaurants, resorts, cruise lines, and tour operators must deliver high-quality services while operating under narrow profit margins. To remain competitive, managers need accurate and reliable cost information that reflects the actual consumption of resources across daily activities. However, traditional costing systems typically oversimplify overhead allocation by relying on single bases such as number of rooms, number of passengers, or number of tour bookings. Such broad allocation methods ignore the diversity and intensity of activities required to serve customers.
Tourism organizations engage in dozens of interdependent activities, including:
· Housekeeping and room preparation
· Guest check-in and concierge services
· Baggage handling and aircraft cleaning
· Meal preparation, table service, and kitchen operations
· Tour itinerary research, booking coordination, and guiding
· Administrative tasks, marketing, and customer follow-up
Each of these activities consumes resources at different rates. Some activities demand intense labor (e.g., cleaning a suite), while others rely heavily on technology (e.g., booking systems). Some activities are routine, while others are unpredictable (e.g., guest complaints, flight delays).
Traditional costing methods fail to capture such variation. In contrast, Activity-Based Costing (ABC) identifies activities as the fundamental cost units. Costs are assigned based on the actual consumption of activities, not arbitrary volume measures. This makes ABC highly suitable for tourism organizations with complex and dynamic operations.
The purpose of this assignment is to evaluate the role of ABC in improving cost allocation, managerial decision-making, profitability analysis, and operational performance in tourism organizations. This includes detailed examination of hotels, airlines, and tour operators—three core segments of the tourism industry.

[bookmark: _Toc214930693]LITERATURE REVIEW
Activity-Based Costing has been widely discussed in cost accounting research since its introduction by Kaplan and Cooper in the 1980s. The literature largely agrees that ABC provides superior cost accuracy in industries where overhead costs are high, activities differ significantly, and products or services vary in resource consumption. Tourism fits these criteria precisely.
Below is a thematic review of relevant literature.
[bookmark: _Toc214930694]1. Foundations of Activity-Based Costing
ABC is grounded in two central assumptions:
[bookmark: _Toc214930695]a. Activities consume resources
Resources such as labor, machines, utilities, and technology are used when performing activities.
[bookmark: _Toc214930696]b. Services consume activities
Different services require varying levels of activities.
For example:
· A deluxe hotel room requires more cleaning and amenities than a standard one.
· A long-haul flight uses more catering, staff hours, and maintenance.
· A customized tour involves more planning activities than a packaged tour.
ABC therefore allocates cost based on activity usage instead of simple volume measures.
Studies (Kaplan & Anderson, 2004) show ABC reveals resource consumption more accurately than traditional costing systems.
[bookmark: _Toc214930697]2. ABC in the Hotel Sector
Hotels are labor-intensive and service-driven. The literature emphasizes that hotels benefit from ABC because they have:
· Multiple room categories
· Several service departments
· Numerous guest touchpoints
· Seasonal variation in service demand
Guilding et al. (2005) note that ABC enhances hotel decision-making by uncovering the cost of activities such as:
· Room cleaning
· Laundry operations
· Front office tasks
· Food and beverage preparation
ABC helps hotels:
· Improve menu engineering
· Set better room rates
· Evaluate activity efficiency
· Understand department-wise profitability
[bookmark: _Toc214930698]3. ABC in Airline Operations
Airlines face high operational complexity with numerous activities such as:
· Check-in procedures
· Gate coordination
· In-flight service
· Aircraft fueling
· Aircraft cleaning
· Safety checks
Studies (Tsai & Kuo, 2004; Jiang & Hansman, 2018) show that ABC helps airlines analyze:
· Route profitability
· Cabin class cost differences
· Baggage handling costs
· Aircraft turnaround time
With ABC, airlines make more informed decisions about pricing, route scheduling, and service offerings.
[bookmark: _Toc214930699]4. ABC in Tour Operations and Travel Agencies
Tour operators manage planning-intensive activities such as destination coordination, booking communication, client advisory, and customized itinerary design. Literature shows ABC helps them:
· Identify labor-intensive destinations
· Distinguish profitable tour packages
· Price customized tours accurately
· Manage staff workload
· Reduce planning inefficiencies
ABC is particularly valuable when customization becomes a major competitive advantage.
[bookmark: _Toc214930700]5. Limitations Highlighted in Literature
Despite its strengths, several studies highlight ABC’s challenges:
· High data requirements
· Time-consuming implementation
· Difficulty in defining activities
· Employee resistance
· Need for regular updates to stay relevant
The literature emphasizes that successful ABC adoption requires managerial commitment and organizational culture change.

[bookmark: _Toc214930701]METHODOLOGY
This assignment relies on secondary qualitative research based on academic literature, industry case examples, and comparative analysis between traditional costing and ABC. The methodology includes:
[bookmark: _Toc214930702]1. Literature Analysis
Review of peer-reviewed journals, books, and tourism cost accounting research.
[bookmark: _Toc214930703]2. Case Interpretation
Use of realistic examples from actual or typical hotels, airlines, and tour operators to illustrate ABC application.
[bookmark: _Toc214930704]3. Comparative Evaluation
Comparison between ABC and traditional costing to identify improvements in accuracy and usefulness.
[bookmark: _Toc214930705]4. Thematic Coding
Grouping insights into themes such as cost accuracy, pricing, customer profitability, resource allocation, and efficiency.
 
[bookmark: _Toc214930706]FINDINGS
The analysis of Activity-Based Costing (ABC) within tourism enterprises reveals a rich set of findings about how this method improves cost accuracy, enhances managerial decision-making, and strengthens operational efficiency. Tourism organizations—hotels, airlines, and tour operators—operate with service processes that are diverse and interdependent. ABC’s activity-driven perspective helps managers understand the true cost of operations, supporting better pricing, strategic planning, and resource management.
Below, key findings are organized into major thematic insights.
[bookmark: _Toc214930707]1. ABC Provides Deep Cost Visibility and Operational Transparency
The most dominant finding is that ABC increases transparency by showing exactly where and how costs arise. Instead of grouping overhead into a single undifferentiated pool, ABC breaks down operations into activities such as:
· room cleaning cycles
· guest check-in and concierge interactions
· baggage handling steps
· aircraft cleaning procedures
· itinerary design and booking tasks
· customer service communications
Managers in tourism businesses often realize for the first time how unevenly resources are consumed across different services.
[bookmark: _Toc214930708]Hotels Example
A hotel discovered that:
· Cleaning a suite required 45% more housekeeping time than expected.
· Rooms on higher floors consumed more labor time.
· Guests staying longer than three nights required additional maintenance.
Traditional costing treated all rooms equally, masking these differences. ABC revealed them clearly.
[bookmark: _Toc214930709]Airlines Example
An airline found that:
· Certain airports required more baggage handling time due to old infrastructure.
· Premium cabins consumed more staff attention than predicted.
· Short-haul flights used a disproportionate amount of ground crew resources.
ABC helped the airline reorganize crew scheduling and recalculate route profitability.
[bookmark: _Toc214930710]Tour Operators Example
A tour company identified:
· Cultural tours required more guide preparation time.
· Multi-destination trips consumed more itinerary planning hours.
· Family packages required more customer communication.
ABC provided clarity that traditional costing could not.
This enhanced transparency allows tourism organizations to understand their true operations.
[bookmark: _Toc214930711]2. ABC Reveals High-Cost Activities and Inefficiencies
ABC exposes activities that consume excessive resources or operate inefficiently. Tourism firms often discover that some tasks they assumed were simple actually cost significant money.
[bookmark: _Toc214930712]Frequent high-cost activities include:
· manual check-in processes
· repeated room inspections
· excessive paperwork
· inefficient baggage transfer
· long aircraft cleaning cycles
· excessive itinerary corrections
Once these costly activities are identified, managers can redesign processes, adopt technology, or outsource certain tasks.
[bookmark: _Toc214930713]Hotels Case
ABC revealed that:
· Laundry operations were far more costly than expected.
· Banquet staff schedules were inefficient.
· F&B outlets prepared too many items from scratch without economies of scale.
This allowed hotels to reorganize workflow and reduce waste.
[bookmark: _Toc214930714]Airlines Case
ABC showed airlines that:
· Delays at specific gates incurred large overtime and penalty costs.
· Catering variety added unnecessary complexity.
· Aircraft cleaning standards were inconsistent across teams.
Process improvements reduced delays and saved money.
[bookmark: _Toc214930715]Tour Operators Case
ABC revealed:
· Customized itineraries consumed disproportionate planning time.
· Supplier communication inefficiencies added cost.
· Manual documentation slowed down booking processes.
Tour companies increased efficiency through automation and standardized packages.
3. ABC Supports More Rational and Effective Pricingz Decisions
One of ABC’s strongest advantages is enabling evidence-based pricing strategies. Tourism firms often underprice services because they misunderstand cost behavior. ABC reveals the actual costs behind each service.
[bookmark: _Toc214930716]Hotels
ABC helps hotels:
· price room categories more accurately
· set fair charges for extra services
· improve menu pricing through recipe costing
· design profitable package deals
For example, ABC showed a hotel that family suites were significantly underpriced relative to their resource consumption. Prices were adjusted upward without reducing occupancy.
[bookmark: _Toc214930717]Airlines
ABC supports fare strategy by showing:
· cost differences across seat classes
· the exact cost of baggage handling
· route-specific cost variations
· catering cost differences
Airlines can adjust fares, ancillary fees, and route offerings accordingly.
[bookmark: _Toc214930718]Tour Operators
ABC helps tour operators:
· differentiate customized pricing from standard package pricing
· justify premium charges for complex itineraries
· avoid undercharging for high-effort tours
· identify destinations with higher coordination cost
This empowers tourism firms to maintain profitability without compromising competitiveness.
[bookmark: _Toc214930719]4. ABC Allows Detailed Customer Profitability Analysis
Tourism businesses often assume that high-spending customers are profitable. ABC challenges this assumption by showing that some customers require more staff attention, more communication, or more administrative support.
[bookmark: _Toc214930720]Hotels
High-cost guests may:
· request frequent housekeeping
· make repeated front-desk inquiries
· require concierge assistance
· demand room changes or amenities
ABC allows hotels to identify customer segments that overuse resources.
[bookmark: _Toc214930721]Airlines
High-cost passengers include:
· families requiring special assistance
· customers with multiple luggage pieces
· passengers frequently changing bookings
· travelers needing additional ground support
Using ABC, airlines can refine service strategies and introduce tiered assistance programs.
[bookmark: _Toc214930722]Tour Operators
ABC identifies clients who:
· request repeated itinerary modifications
· need extra consultations
· require special travel arrangements
· choose destinations that require more coordination
This helps tour operators segment customers more intelligently.
[bookmark: _Toc214930723]5. ABC Improves Resource Allocation and Workforce Scheduling
Tourism organizations depend heavily on labor. ABC highlights activity workloads, revealing where staff are underused or overworked.
[bookmark: _Toc214930724]Hotels
ABC helps hotels:
· schedule housekeeping based on occupancy trends
· assign front desk staff according to check-in peaks
· distribute maintenance tasks more efficiently
· balance restaurant staffing with customer flow
This reduces staff fatigue while increasing service quality.
[bookmark: _Toc214930725]Airlines
ABC supports:
· gate crew scheduling
· cabin crew assignment
· baggage handler deployment
· aircraft cleaning team allocation
This prevents bottlenecks and reduces flight delays.
[bookmark: _Toc214930726]Tour Operators
ABC helps tour operators:
· allocate itinerary planners
· deploy guides during peak seasons
· assign staff based on inquiry volume
· balance administrative workloads
ABC makes tourism workforce planning highly evidence-based.
[bookmark: _Toc214930727]6. ABC Helps Identify Non–Value-Added Activities
Tourism operations often include tasks that add no value to customers but consume resources.
[bookmark: _Toc214930728]Examples of non–value-added activities:
· redundant documentation
· repeated guest data entry
· unnecessary confirmation steps
· inefficient internal communication
· manual tasks that could be automated
[bookmark: _Toc214930729]Hotels
ABC revealed that hotel staff spent excessive time logging manual reports rather than assisting guests.
[bookmark: _Toc214930730]Airlines
ABC showed airlines that multiple boarding announcements disrupted workflow without improving passenger experience.
[bookmark: _Toc214930731]Tour Operators
ABC revealed that repeated follow-up emails consumed excessive staff hours. Automated reminders were introduced.
Identifying non-value-added activities is a foundational ABC advantage.
[bookmark: _Toc214930732]7. ABC Enhances Cross-Department Coordination
Tourism enterprises rely on multiple departments working together seamlessly. ABC clarifies how departmental activities interact and influence total cost.
[bookmark: _Toc214930733]Examples:
· housekeeping delays → front desk congestion → guest dissatisfaction
· slow baggage handling → delayed flights → gate cost penalties
· slow itinerary planning → reduced tour sales → customer loss
ABC helps managers see tourism operations as interconnected systems.
[bookmark: _Toc214930734]8. ABC Improves Forecasting, Budgeting, and Financial Planning
ABC forms the basis for Activity-Based Budgeting (ABB), which forecasts expenses based on expected activity levels rather than last year’s budget.
[bookmark: _Toc214930735]Tourism applications:
· Hotels forecast housekeeping and laundry needs based on occupancy.
· Airlines forecast ground crew hours based on flight schedules.
· Tour operators forecast planning time based on inquiry volume.
ABB helps avoid overbudgeting and underbudgeting.
[bookmark: _Toc214930736]9. ABC Supports Strategic Innovation and Service Development
Tourism firms innovate constantly:
· New room types
· New fare classes
· New tour packages
· Digital guest services
ABC provides data that supports innovation decisions.
[bookmark: _Toc214930737]Hotels
ABC helps identify profitable opportunities, such as:
· introducing paid early check-in
· offering premium housekeeping packages
· redesigning suites to reduce maintenance costs
[bookmark: _Toc214930738]Airlines
ABC helps evaluate:
· premium economy feasibility
· new catering offerings
· automation of check-in kiosks
[bookmark: _Toc214930739]Tour Operators
ABC supports:
· modular tour design
· profitable destination combinations
· targeted marketing strategies
ABC ensures innovations are financially sustainable.

[bookmark: _Toc214930740]DISCUSSION
Based on these findings, the discussion interprets ABC’s role as a transformative tool in tourism management.
[bookmark: _Toc214929271][bookmark: _Toc214930462][bookmark: _Toc214930741]1. ABC Enhances Strategic Competitiveness
Tourism enterprises must differentiate themselves in a price-sensitive market. ABC helps them achieve sustainability by tracing costs to value drivers, supporting competitive pricing, and identifying profitable service segments.
[bookmark: _Toc214929272][bookmark: _Toc214930463][bookmark: _Toc214930742]2. ABC Strengthens Value-Based Decision-Making
ABC pushes managers to focus on activities that create customer value rather than merely reducing costs.
This leads to improved service quality and better customer retention.
[bookmark: _Toc214929273][bookmark: _Toc214930464][bookmark: _Toc214930743]3. ABC Improves Organizational Coordination
By revealing how departments depend on each other, ABC strengthens cross-functional communication and reduces blame-shifting.
[bookmark: _Toc214929274][bookmark: _Toc214930465][bookmark: _Toc214930744]4. ABC Encourages Continuous Improvement
Activity-level data encourages tourism firms to adopt leaner processes, invest in technologies, and streamline workflows.
[bookmark: _Toc214929275][bookmark: _Toc214930466][bookmark: _Toc214930745]5. ABC Supports Long-Term Financial Sustainability
ABC creates cost structures that are more transparent, stable, and adaptable during high or low demand periods.
[bookmark: _Toc214929276][bookmark: _Toc214930467][bookmark: _Toc214930746]6. ABC Enables More Accurate and Meaningful Performance Measurement
Tourism companies often rely on generic performance indicators such as:
· Occupancy rate
· Room revenue per available room (RevPAR)
· Airline load factor
· Average ticket price
· Number of tours sold
· Customer satisfaction scores
While these metrics are useful, they do not reveal the internal efficiency of activities. ABC introduces performance measures that reflect operational realities.
[bookmark: _Toc214929277][bookmark: _Toc214930468][bookmark: _Toc214930747]ABC-based performance indicators:
[bookmark: _Toc214929278][bookmark: _Toc214930469][bookmark: _Toc214930748]Hotels
· cost per cleaned room
· cost per check-in
· cost per laundry load
· cost per maintenance request
· cost per guest interaction at concierge
[bookmark: _Toc214929279][bookmark: _Toc214930470][bookmark: _Toc214930749]Airlines
· cost per boarding cycle
· cost per baggage handled
· cost per turnaround minute
· cost per meal served
· cost per mile flown per passenger class
[bookmark: _Toc214929280][bookmark: _Toc214930471][bookmark: _Toc214930750]Tour Operators
· cost per itinerary planned
· cost per inquiry handled
· cost per booking processed
· cost per guided tour delivered
By adopting these indicators, tourism firms can evaluate operational processes at a granular level.
[bookmark: _Toc214929281][bookmark: _Toc214930472][bookmark: _Toc214930751]Example:
A hotel discovered that Monday morning check-in costs were 30% higher than other days due to staffing mismatch and guest congestion. ABC-based performance measures revealed the inefficiency, prompting schedule optimization.
ABC helps shift performance evaluation from outcome-only metrics to activity performance metrics, enabling more sophisticated managerial control.
[bookmark: _Toc214929282][bookmark: _Toc214930473][bookmark: _Toc214930752]7. ABC Encourages Technology Investment and Process Automation
Tourism organizations increasingly adopt technologies such as:
· digital check-in kiosks
· mobile key systems
· automated baggage handling
· cloud-based tour planning software
· AI-powered customer inquiry chatbots
ABC data often exposes where technology can reduce activity costs dramatically.
[bookmark: _Toc214929283][bookmark: _Toc214930474][bookmark: _Toc214930753]Hotels
ABC may show that:
· manual check-in consumes excessive front-desk hours
· manual housekeeping assignment causes delays
· manual guest inquiry logging wastes administrative time
This encourages digital transformation.
[bookmark: _Toc214929284][bookmark: _Toc214930475][bookmark: _Toc214930754]Airlines
ABC highlights:
· high labor intensity in boarding operations
· frequent manual intervention in baggage sorting
· inconsistent aircraft cleaning routines
This prompts investments in automation and mobile operations.
[bookmark: _Toc214929285][bookmark: _Toc214930476][bookmark: _Toc214930755]Tour Operators
ABC supports digital tools such as: itinerary planning platforms; automated invoicing; CRM-based customer follow-ups; dynamic pricing systems
Thus, ABC serves as a foundation for tourism’s technological evolution.
[bookmark: _Toc214929286][bookmark: _Toc214930477][bookmark: _Toc214930756]8. ABC Builds Stronger Strategic Alignment Across the Organization
Tourism businesses often suffer from misaligned strategies where departments operate in silos. ABC helps align all levels of the organization—operations, finance, marketing, and HR—around a shared understanding of cost behavior.
[bookmark: _Toc214929287][bookmark: _Toc214930478][bookmark: _Toc214930757]Examples:
· Marketing learns which services are profitable and promotes them more.
· Finance understands which activity costs are rising and adjusts budgets accordingly.
· HR allocates staff based on actual workload patterns revealed by ABC.
· Operations redesign processes based on activity inefficiencies.
This holistic alignment strengthens the organization's long-term competitiveness.
[bookmark: _Toc214929288][bookmark: _Toc214930479][bookmark: _Toc214930758]9. ABC Supports Sustainable Tourism Practices
Sustainability has become a central theme in modern tourism.
ABC helps companies: measure the resource impact of energy-intensive activities; evaluate the cost of waste; justify investments in eco-friendly initiatives; understand environmental cost drivers
[bookmark: _Toc214929289][bookmark: _Toc214930480][bookmark: _Toc214930759]Example: Hotels
ABC may reveal: high energy consumption from laundry operations; waste from oversized breakfast buffets; inefficiencies in water usage across room categories
This data supports initiatives such as: linen reuse programs; energy-efficient lighting; more sustainable menu design
[bookmark: _Toc214929290][bookmark: _Toc214930481][bookmark: _Toc214930760]Example: Airlines
ABC helps evaluate: fuel consumption activities; cost of single-use onboard items; cost of recycling and waste disposal; sustainability-focused fleet modernization
[bookmark: _Toc214929291][bookmark: _Toc214930482][bookmark: _Toc214930761]Example: Tour Operators
ABC supports eco-friendly decisions by showing the cost-benefit of: low-emission transportation; sustainable accommodations; environmentally responsible destination partners
ABC thus strengthens both economic and environmental sustainability.
[bookmark: _Toc214929292][bookmark: _Toc214930483][bookmark: _Toc214930762]10. ABC Encourages Continuous Organizational Learning
One of ABC’s long-term contributions is fostering a learning culture. Managers regularly analyze:
· Why certain activities cost more
· How workload fluctuates
· Which processes can be streamlined
· Which customer segments drain resources
· How technology could improve efficiency
This continuous evaluation encourages tourism firms to: Innovate; evaluate new strategies; refine pricing; adjust processes; invest in staff training
ABC helps tourism firms evolve dynamically with market trends.

[bookmark: _Toc214930763]CONCLUSION
This assignment critically evaluated the implementation of Activity-Based Costing (ABC) within tourism organizations and explored how ABC enhances cost accuracy, decision-making, and strategic management. Tourism businesses operate in environments characterized by diverse service activities, fluctuating demand, high labor intensity, and complex customer interactions. Traditional costing systems fail to capture this complexity, resulting in inaccurate overhead allocation and misguided managerial decisions.
The findings unequivocally demonstrate that ABC offers significant benefits for tourism organizations:
[bookmark: _Toc214929294][bookmark: _Toc214930485][bookmark: _Toc214930764]Superior Cost Accuracy: ABC identifies resource-consuming activities and allocates cost based on true activity usage. This clarifies the cost of hotel room categories, flight routes, passenger classes, and tour packages.
[bookmark: _Toc214929295][bookmark: _Toc214930486][bookmark: _Toc214930765]Improved Pricing and Profitability Analysis: Accurate activity-level cost information allows tourism firms to set fair, profitable prices and avoid undercharging for high-effort services.
[bookmark: _Toc214929296][bookmark: _Toc214930487][bookmark: _Toc214930766]Identification of Inefficiencies: ABC uncovers resource-intensive activities and non-value-added tasks, supporting leaner and more efficient operations.
[bookmark: _Toc214929297][bookmark: _Toc214930488][bookmark: _Toc214930767]Enhanced Customer Profitability Assessment: ABC reveals how different customer segments use resources differently. Tourism firms can thus design customer-specific services and loyalty strategies.
[bookmark: _Toc214929298][bookmark: _Toc214930489][bookmark: _Toc214930768]Stronger Resource Allocation Decisions: Labor allocation and scheduling improve significantly because ABC reveals actual activity workloads.
[bookmark: _Toc214929299][bookmark: _Toc214930490][bookmark: _Toc214930769]Better Strategic Planning: ABC supports long-term planning by identifying profitable service segments and informing investment decisions.
[bookmark: _Toc214929300][bookmark: _Toc214930491][bookmark: _Toc214930770]Support for Risk and Seasonality Management: ABC allows tourism firms to simulate operational scenarios, manage seasonal variations, and improve resilience during downturns.
[bookmark: _Toc214929301][bookmark: _Toc214930492][bookmark: _Toc214930771]Foundation for Innovation and Sustainability: ABC insights help guide process automation, digital transformation, and environmentally sustainable practices.
[bookmark: _Toc214929302][bookmark: _Toc214930493][bookmark: _Toc214930772]Creation of a Culture of Accountability: Since activities are measured transparently, departments and staff become more accountable and more aware of operational costs.
[bookmark: _Toc214929303][bookmark: _Toc214930494][bookmark: _Toc214930773]Alignment With Strategic Goals: ABC fosters collaboration across departments by providing shared financial insights that support coordinated decision-making.
However, the assignment also acknowledges challenges: ABC requires extensive data collection; Implementation can be costly and time-consuming; Staff may resist change; The system requires ongoing updates to remain relevant.
Despite these limitations, the advantages of ABC in the tourism industry far outweigh its drawbacks. It provides managers with actionable and accurate information essential for maintaining competitive advantage in today’s service-driven and experience-focused tourism market.
ABC is not merely a costing technique—it is a comprehensive managerial approach that improves transparency, supports strategic decisions, and enhances long-term profitability.
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