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Changes on Cost Estimation: A Case Study
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Abstract:

In the modern business environment, business organizations are seeking
to make and take rational decisions based on appropriate information, with
developments that have occurred in the modern business environment,
traditional cost systems do not provide appropriate cost information to keep up
with these developments. The inaccuracy in cost estimates are extremely
dangerous matter for the future of the company, It entails the preparation for
improper budgets and therefore the management decision of the company has
been affected, Hence the need to propose a more accurate function for cost
estimation.

The goal of the research was to identifying some changes in the modern
business environment, in addition to proposing a development in the cost
estimation function by using a set of appropriate measures that reflect these
changes. The study concluded the quality of the results of the proposed
estimation function and its fundamental difference from the traditional
estimates based on the actual financial data extracted from the books of the
company under study in order to achieve the purpose of accurate cost
estimation. With the estimates used in the company and to determine the
materiality of the differences.

The research found that there are significant differences between
estimating costs using the proposed function and the estimate that the company
was preparing for 7 previous periods. Accordingly, the researchers recommend
contracting companies and the company under study to try to apply the
proposed function and benefit from its benefits, if any.

Key words: - Cost estimation, Modern business environment changes.
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