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Abstract

This study investigates management accounting tools, specifically, Activity-Based Costing (ABC)
and Break-Even Analysis, and profit maximization within the Federal Inland Revenue Service
(FIRS), a key government agency in Nigeria. As public sector institutions face challenges in
efficient cost management and resource allocation, the application of advanced management
accounting techniques like ABC and Break-Even Analysis can provide valuable insights to
optimize financial performance. The research employed a survey method to collect data from 62
FIRS staffs in Edo State, with responses analyzed using descriptive statistics and correlation
analysis to assess the relationship between the application of these tools and profit maximization.
The findings reveal that both ABC and Break-Even Analysis significantly contribute to improved
decision-making, cost management, and profitability. Specifically, 75% of respondents agreed that
ABC enhances cost management, while 75% also affirmed that Break-Even Analysis aids in better
decision-making. Correlation analysis confirmed a significant positive relationship between both
tools and profit maximization, with ABC showing a correlation coefficient of 0.62 and Break-Even
Analysis at 0.58, indicating their effectiveness in driving financial performance. Based on these
findings, the study recommends that the FIRS should invest in training its staff on management
accounting techniques and integrate ABC and Break-Even Analysis into regular strategic decision-
making processes.

Keywords: Activity-Based Costing (ABC), Break-Even Analysis, Profit Maximization,
Management Accounting, Federal Inland Revenue Service (FIRS).

Introduction

Management accounting is integral to strategic decision-making, offering essential tools and
frameworks that help organizations achieve financial efficiency and maximize profitability. In
today’s dynamic and competitive environment, organizations face the challenge of optimizing
resource utilization while meeting stakeholder expectations. Management accounting tools such
as Activity-Based Costing (ABC) and Break-Even Analysis have emerged as critical techniques
for understanding cost behavior and improving profitability. These methods enable managers to
analyze complex financial data, streamline operational processes, and make data-driven decisions
aligned with organizational objectives (Smith & Brown, 2022). Oluwaseun (2021) was of the
opinion that Activity-Based Costing (ABC) is a robust approach to cost allocation that identifies
and assigns costs based on actual resource consumption. Unlike traditional costing methods that
use broad averages, ABC offers granular insights into cost drivers, providing managers with
actionable data to enhance efficiency. This technique is particularly valuable for organizations
with diverse product or service portfolios, as it uncovers hidden costs and helps prioritize resource
allocation (Kaplan & Anderson, 2023). For public sector institutions such as the Federal Inland
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Revenue Service (FIRS), ABC can facilitate the identification of cost-intensive processes, enabling
the agency to reduce inefficiencies and focus on revenue-generating activities.

Similarly, Adekunle and Hassan, (2023) posit that break-even analysis is a foundational
management accounting tool that determines the sales volume required to cover fixed and variable
costs. It provides a clear understanding of the financial threshold at which revenue matches costs,
serving as a crucial benchmark for pricing strategies, investment decisions, and operational
planning (Johnson & Lee, 2022). For FIRS, employing break-even analysis can help evaluate the
cost-effectiveness of its tax collection strategies and establish performance benchmarks for its
regional offices. The application of these tools has proven beneficial across various sectors. Studies
have shown that integrating ABC into organizational operations results in better cost control,
improved product pricing, and enhanced financial performance (Ali, 2022), while organizations
that adopt break-even analysis report improved financial forecasting and strategic decision-making
(Okafor & Nwosu, 2023). These techniques are particularly relevant for public sector
organizations like FIRS, which operate in an environment of limited budgetary resources and
increasing accountability to stakeholders.

Despite the adoption of advanced financial systems, many public institutions in Nigeria, including
the FIRS, continue to grapple with inefficiencies in cost management and resource allocation.
These challenges often lead to suboptimal financial performance and hinder the achievement of
organizational objectives. The lack of precise cost allocation mechanisms and insufficient
application of analytical tools such as the ABC and Break-Even Analysis are major contributing
factors. Without these tools, decision-making processes are undermined, resulting in inefficient
resource utilization and missed opportunities for financial optimization (Chikezie et al., 2022).

ABC, a modern cost management approach, provides detailed insights by assigning costs to
activities based on resource consumption. For an organization like FIRS, which operates in a
resource-constrained environment, leveraging ABC can uncover inefficiencies, reduce waste, and
enhance operational focus on revenue-generating activities. Similarly, Break-Even Analysis offers
a robust framework for understanding cost behavior and determining the sales volume required to
cover costs. Its application in FIRS can support the evaluation of tax collection strategies, pricing
decisions, and performance benchmarks. However, the absence of these tools often limits the
organization’s ability to improve operational efficiency and achieve financial targets.

Studies have shown that the integration of ABC and Break-Even Analysis into organizational
operations can lead to better cost control, improved decision-making, and enhanced profitability
(Okafor & Nwosu, 2023; Kaplan & Anderson, 2023). However, many public-sector institutions,
including FIRS, are yet to fully adopt these practices, leading to inefficiencies that compromise
their performance and accountability to stakeholders. These challenges underscore the need for
advanced management accounting tools to improve operational planning and resource allocation,
particularly in public-sector organizations tasked with significant revenue-generation
responsibilities.

This study investigates the impact of management accounting tools on profit maximization, using
FIRS as a case study in Edo State. It explores how ABC and Break-Even Analysis can enhance
decision-making processes, optimize resource utilization, and drive financial performance. By
bridging the gap between theory and practice, this research provides actionable insights into how
FIRS can address inefficiencies, achieve its financial objectives, and support sustainable growth.
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It contributes to the growing body of knowledge on these tools studied, offering practical
recommendations for FIRS and similar organizations to achieve sustainable profit maximization.

Conceptual Clarification
Management Accounting

Management accounting involves collecting, analyzing, and presenting financial information for
internal decision-making. It bridges the gap between raw financial data and managerial decision-
making, enabling organizations to align resources with strategic goals effectively. Unlike financial
accounting, which focuses on external reporting, management accounting emphasizes providing
timely and relevant information to aid operational and strategic decision-making processes
(Adebayo & Okonkwo, 2023). This aspect of accounting plays a pivotal role in ensuring that
organizational objectives are met by integrating financial insights into strategic planning. Tools
the ABC and Break-Even Analysis have revolutionized management accounting by offering
structured methodologies for evaluating cost behavior and profitability. These tools allow
organizations to identify inefficiencies, optimize resource allocation, and improve decision-
making processes. ABC, for instance, allocates costs based on actual resource consumption,
providing a detailed view of cost drivers and uncovering hidden inefficiencies. As observed by
Kaplan and Anderson (2023), this tool is particularly beneficial in organizations with diverse
portfolios or complex processes, where traditional costing methods often fall short. The insights
provided by ABC enable managers to prioritize high-value activities, streamline operations, and
enhance cost control.

Similarly, Break-Even Analysis is a fundamental tool in management accounting that determines
the sales volume required to cover fixed and variable costs. It provides organizations with a clear
understanding of financial thresholds, aiding in pricing decisions, budget planning, and risk
assessment. According to Johnson and Lee (2022), organizations using Break-Even Analysis
benefit from improved financial forecasting and strategic clarity, as this tool serves as a benchmark
for evaluating operational performance and investment decisions. For public institutions such as
the FIRS, adopting advanced management accounting practices is crucial for addressing
inefficiencies in cost management and resource allocation. The integration of ABC and Break-
Even Analysis can enhance financial oversight, improve accountability, and drive performance
outcomes.

As noted by Chikezie et al. (2022), public-sector organizations often struggle with resource
constraints and growing accountability demands, making management accounting tools
indispensable. The role of management accounting extends beyond cost management; it also
supports innovation, fosters competitiveness, and enables organizations to adapt to evolving
market demands. Recent studies highlight the importance of integrating advanced analytics and
technology into management accounting practices to improve decision-making and operational
efficiency (Oluwaseun, 2023; Adekunle & Hassan, 2023). By leveraging these tools, organizations
can navigate contemporary challenges, achieve financial efficiency, and align their operations with
strategic goals. In conclusion, management accounting serves as the foundation for organizational
success, equipping managers with the insights needed to make informed, data-driven decisions.

Activity-Based Costing (ABC)

Activity-Based Costing (ABC) is a sophisticated cost allocation method that assigns costs to
products or services based on their actual consumption of resources. Unlike traditional costing
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methods, which often allocate costs using broad averages, ABC provides a more accurate
reflection of resource usage by identifying high-cost activities and assigning costs accordingly
(Kaplan & Anderson, 2023). This method allows organizations to gain a deeper understanding of
cost behavior, uncover inefficiencies, and optimize resource allocation, making it particularly
valuable in complex or multi-product environments where traditional costing might lead to
distorted financial reports. ABC works by first identifying the various activities involved in the
production or service delivery process and then calculating the cost drivers associated with each
activity. These drivers are factors that influence the cost of performing an activity, such as labor
hours, machine time, or material consumption. By tracking these drivers, ABC can allocate
overhead costs more accurately, ensuring that products or services that consume more resources
bear the appropriate share of costs (Oluwaseun, 2023). This results in a more precise reflection of
the true cost of production or service delivery, leading to better-informed pricing strategies and
operational decisions. The adoption of ABC enables organizations to highlight inefficient or non-
value-adding activities that can be streamlined or eliminated. This helps to improve overall
operational efficiency and reduce waste, ultimately enhancing profitability. For example, in a
service-oriented organization like the FIRS, ABC can identify time-consuming administrative
tasks that do not directly contribute to revenue generation, thus allowing for a reallocation of
resources to more productive activities (Adekunle & Hassan, 2023).

ABC is particularly useful in industries where indirect costs make up a significant portion of total
expenses. In such industries, traditional costing methods often lead to mispricing of products or
services and inefficient resource utilization. According to Smith and Brown (2022), the precision
of ABC in allocating costs ensures that organizations can price their products or services
competitively while maintaining profitability. Furthermore, by providing clear insights into cost
drivers, ABC allows managers to make data-driven decisions regarding cost reduction and
resource allocation. For public-sector organizations such as FIRS, implementing ABC can
significantly improve financial management by enhancing transparency in cost allocation and
providing actionable data to support budget planning and performance evaluation. By applying
ABC, FIRS can better manage its resources, reduce operational inefficiencies, and optimize its
performance in fulfilling its revenue-generation responsibilities. In summary, Activity-Based
Costing is a powerful tool that supports organizations in achieving more accurate cost
management, improving efficiency, and driving profitability.

Break-Even Analysis

Break-Even Analysis is a fundamental management accounting tool that determines the sales
volume at which an organization’s total revenues equal its total costs, resulting in neither profit
nor loss. This analysis is crucial for understanding the financial health of a business and serves as
a benchmark for various operational and strategic decisions, including pricing strategies,
investment evaluations, and cost management (Johnson & Lee, 2022). By calculating the break-
even point, organizations can identify the minimum sales volume needed to cover their fixed and
variable costs, helping them assess the feasibility and profitability of their activities. The process
of break-even analysis involves identifying both fixed costs (costs that do not change with the level
of output, such as rent or salaries) and variable costs (costs that fluctuate with production levels,
such as raw materials or labor). The break-even point is calculated using the formula:

Fixed Costs

Break-Even Point (units) = — , . .
Price per Unit—Variable Cost per Unit
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This formula calculates the number of units that must be sold to cover all fixed and variable costs.
Once the break-even point is achieved, any sales beyond that volume contribute directly to profit
(Okafor & Nwosu, 2023). Break-even analysis is not only valuable for assessing profitability but
also for setting performance targets and pricing strategies. For example, organizations can use the
break-even point to determine the minimum price at which a product must be sold to cover its
costs, ensuring that sales generate adequate revenue to cover both fixed and variable expenses
(Smith & Brown, 2022). Additionally, break-even analysis can guide decisions on scaling
operations, launching new products, or entering new markets by providing a clear understanding
of the sales volume needed for financial viability. For public-sector organizations like the FIRS,
break-even analysis offers valuable insights into the cost-effectiveness of tax collection strategies
and resource allocation. By evaluating the break-even point for various tax collection activities,
FIRS can assess whether its strategies are efficient enough to meet revenue targets and cover
associated costs (Kaplan & Anderson, 2023). Moreover, this tool can be used to establish
performance benchmarks for regional offices, helping FIRS to track and improve its operational
efficiency. Break-even analysis is a critical tool for ensuring that organizations, including public
sector agencies like FIRS, make informed decisions regarding pricing, investment, and resource
allocation. By understanding the relationship between costs, revenues, and profits, organizations
can optimize their operations, reduce financial risks, and improve overall financial performance.

Organizational Profit Maximization

Profit maximization is a primary objective for many organizations, focused on achieving the
highest possible profit by optimizing costs, boosting revenue, and implementing effective
operational strategies. This goal requires a holistic approach that balances cost efficiency with
revenue generation, ensuring organizations operate at peak financial potential (Jones & Taylor,
2023). Achieving profit maximization involves a careful balance of several key elements, such as
cost reduction, effective pricing, process optimization, and market expansion. Cost management
plays a crucial role in profit maximization. Organizations can increase profitability by eliminating
unnecessary expenses and optimizing resource allocation. Advanced techniques like Activity-
Based Costing (ABC) are essential in identifying inefficiencies and understanding the true cost of
specific activities (Murphy & Wright, 2023). By providing a more accurate allocation of overhead
costs, ABC enables businesses to focus on high-value activities and streamline their operations.
Furthermore, Break-Even Analysis is vital for determining the sales volume required to cover fixed
and variable costs. This knowledge empowers businesses to understand the minimum performance
needed to break even and transition into profitability (Robinson & Fisher, 2022). Maximizing
revenue is another critical aspect of profit maximization. This can be achieved by implementing
effective pricing strategies, targeting high-value customer segments, and improving customer
retention. Tailoring products or services to meet the needs of profitable segments helps increase
demand and boosts revenue, directly impacting profit (Thompson & Patel, 2023). Marketing and
sales initiatives also contribute to higher revenue generation, which is fundamental for achieving
sustained profitability. Operational efficiency is essential for-profit maximization. By streamlining
processes, improving productivity, and reducing waste, organizations can lower costs and improve
their overall financial performance. Techniques such as Lean Management and Six Sigma are
instrumental in driving operational improvements (Martin & Clark, 2023). In the public sector,
agencies like the Federal Inland Revenue Service (FIRS) can adopt these strategies to optimize tax
collection processes, improve cost efficiency, and better allocate resources for public service
delivery. In addition to improving costs and revenues, profit maximization requires ongoing
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performance monitoring. By using financial analysis tools such as profitability ratios,
organizations can evaluate their financial health and pinpoint areas that require improvement.
Profit maximization, therefore, not only focuses on revenue increases but also involves ensuring
sustainable resource management, cost control, and consistent service quality while meeting
stakeholder expectations (Harrison & Lee, 2023). Achieving organizational profit maximization is
a continuous process that demands the integration of cost management, revenue optimization, and
operational efficiency. By leveraging advanced management accounting tools such as ABC and
Break-Even Analysis, organizations can make better-informed decisions, leading to increased
profitability and long-term organizational success.

Management Accounting and Organizational Profit Maximization

Management accounting techniques, such as ABC and Break-Even Analysis, are critical tools for
enhancing cost efficiency, profitability, and resource allocation within organizations. These
techniques offer valuable insights that help businesses identify inefficiencies, optimize operations,
and improve financial outcomes. In today’s competitive landscape, companies must effectively
utilize resources to maximize profits while meeting the demands of stakeholders and achieving
long-term financial sustainability. ABC is a management accounting tool that allocates costs to
products or services based on their actual usage of resources. Unlike traditional cost allocation
methods, which may rely on broad measures like labor hours or machine usage, ABC assigns
overhead costs more accurately by identifying the specific activities that generate costs (Roberts
& Green, 2023). For example, in a service-based industry, ABC can identify which activities
consume the most time or resources, providing insight into where efficiencies can be gained and
waste reduced (Stewart & Harris, 2023). This granular view of cost behavior allows organizations
to price products or services more accurately, leading to improved profitability and better resource
management.

Break-Even Analysis, on the other hand, helps organizations determine the level of sales needed
to cover both fixed and variable costs. By calculating the break-even point, companies can evaluate
the financial viability of their operations and assess how changes in cost structures or pricing
impact profitability (Wilson & Moore, 2022). For instance, Break-Even Analysis can be used to
evaluate the impact of changing production volumes on overall costs, helping organizations make
more informed pricing decisions and understand the financial risks involved (Taylor & Adams,
2023). It is an essential tool for businesses looking to assess their financial health, optimize
operational efficiency, and plan for future growth.

Together, ABC and Break-Even Analysis provide a comprehensive framework for organizations
to better understand their cost structures, enhance operational efficiency, and maximize
profitability. These tools enable businesses to make data-driven decisions, improve cost
management, and align pricing strategies with profitability goals. In the public sector, where
managing limited resources efficiently is crucial, these tools can also improve financial decision-
making and optimize performance in revenue-generating institutions such as the FIRS. The
integration of Activity-Based Costing and Break-Even Analysis into management practices
significantly contributes to organizational profit maximization. These tools not only facilitate a
deeper understanding of costs but also enable companies to refine their operational strategies,
optimize resource utilization, and achieve sustainable profitability. By leveraging these
techniques, businesses can navigate the complexities of modern markets, drive financial success,
and enhance long-term competitiveness.
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Theoretical Review

This study is grounded on the contingency theory, postulated by Lawrence and Lorsch (2021),
which suggests that organizational effectiveness is contingent upon the alignment between internal
processes and the external environment. According to this theory, there is no universally optimal
structure or strategy for organizations. Instead, the effectiveness of any organizational practice,
including management accounting techniques, depends on how well they fit the unique needs and
challenges of the organization, as well as the external conditions it faces (Fiedler, 2022). Applied
to the field of management accounting, the contingency theory highlights that tools such as ABC
and Break-Even Analysis must be tailored to the specific operational and strategic context of an
organization. This theory suggests that organizations should not adopt these tools as fixed models
but should modify and adjust them based on factors such as organizational size, structure,
complexity, and the competitive landscape (Kaplan & Anderson, 2023). For example, large,
diversified organizations may require a more detailed and segmented implementation of ABC,
while smaller organizations with simpler product lines might utilize a less complex version of the
same tool.

Similarly, Break-Even Analysis should be adapted to reflect the specific cost structures and market
conditions that each organization faces (Johnson & Lee, 2022). Moreover, contingency theory
emphasizes that internal organizational factors, such as management style, decision-making
processes, and resource availability, play a crucial role in determining the success of these
management accounting tools (Chenhall, 2022). In the context of the FIRS, the application of ABC
and Break-Even Analysis may be influenced by factors like regulatory constraints, political
pressures, and the limited resources typical of public sector organizations (Parker & Chua, 2023).
These internal factors can impact the ability to gather accurate data, implement change, and
ultimately optimize resource allocation.

Additionally, the theory accounts for the impact of external factors, such as market competition,
economic conditions, and technological developments. Organizations operating in highly
competitive or volatile markets may need to focus more on cost control mechanisms through ABC,
while those in more stable industries may find Break-Even Analysis more useful for long-term
strategic planning (Mintzberg, 2023). Thus, both ABC and Break-Even Analysis should be seen
as flexible tools that can be adjusted to respond to both internal capabilities and external conditions.
The contingency theory provides a robust framework for understanding how management
accounting tools like ABC and Break-Even Analysis should be tailored to the specific context of
an organization. It underscores the importance of adapting these tools to fit the dynamic interplay
of internal resources and external market conditions, offering valuable insights into how public
sector organizations such as FIRS can optimize their cost management and maximize profit

Empirical Review

There are several studies on the use of management accounting tools such as the ABC and break-
even analysis in improving profitability, cost control, and strategic decision-making across diverse
sectors. Each study emphasizes how these tools contribute to better resource allocation,
competitive advantage, and pricing strategies, leading to enhanced organizational performance,
Viz:

Johnson (2020) conducted a study in the United States, on the role of ABC in profit maximization
within manufacturing firms. The research employed a quantitative research design, surveying 150
manufacturing firms selected through stratified random sampling. Data were collected on the
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firms' financial performance and cost structures before and after the implementation of ABC. The
study found that ABC led to a 15% reduction in overhead costs, indicating that the accurate
allocation of indirect costs significantly improved profitability. Johnson concluded that ABC
enhances profitability by providing better cost accuracy and supporting informed decision-making
on pricing and resource allocation.

Ahmed and Suleiman's (2019) work surveyed a study in Nigeria, examining the impact of break-
even analysis on pricing decisions in retail firms. Using a case study and descriptive survey
methods, the research surveyed 30 retail firms in Lagos, analyzing financial records and pricing
strategies. The study found that break-even analysis helped retail firms determine optimal pricing
strategies and break-even points, which in turn enhanced their ability to make informed pricing
decisions that maximized profit margins. Ahmed and Suleiman concluded that break-even analysis
is essential for improving pricing decisions in the retail sector, leading to better profitability.

Bello and James (2021) investigated the effect of ABC on profitability in service organizations in
the United Kingdom. They conducted a longitudinal study on 25 service organizations, using
interviews and financial records to analyze performance before and after implementing ABC. The
findings revealed a 12% increase in profitability within the first year of implementing ABC. The
improved profitability was attributed to more accurate identification of high-cost activities and
better resource allocation. Bello and James concluded that ABC is a key tool for improving
profitability in service organizations, offering more precise cost allocation and enhancing
operational efficiency.

Umeh (2022) explored the role of ABC in resource allocation within public institutions in Nigeria.
The study used a mixed-methods approach, combining qualitative interviews with public sector
managers and quantitative financial data analysis. The findings indicated that ABC led to better
resource allocation and reduced inefficiencies in public institutions. It provided improved
transparency in budgeting and cost control, which enhanced service delivery. Umeh et al.
concluded that ABC is a valuable tool for optimizing resource allocation in the public sector,
leading to better management of public funds.

Adekunle (2020) conducted a study in Nigeria, on the role of break-even analysis in small business
profitability. Using a survey design, the study gathered data from 100 small businesses in the retail
and service sectors across Lagos. The research assessed how businesses utilized break-even
analysis for pricing and cost management decisions. Adekunle found that small businesses that
applied break-even analysis gained a clearer understanding of their cost structures, which helped
them make more informed pricing decisions, thereby enhancing profitability. The study concluded
that break-even analysis is crucial for small business profitability, particularly in markets where
cost control and pricing are essential.

Hassan and Ali (2021) studied the correlation between management accounting practices and
profit maximization in the oil sector in Saudi Arabia. They employed a quantitative approach,
collecting data from 50 oil firms and using correlation and regression analysis to assess the
relationship between management accounting practices (including ABC and break-even analysis)
and profit maximization. The findings indicated a positive correlation between advanced
management accounting practices and profit maximization, with firms that adopted ABC and
break-even analysis showing significantly higher profit margins. Hassan and Ali concluded that
management accounting practices, particularly ABC and break-even analysis, are essential for
achieving profit maximization in the oil industry.

18



Management Accounting and Organizational Profit Maximization in the Federal Inland Revenue Service Glory & Afensimi

Adebayo (2018) carried out a study in Nigeria focusing on the implementation of ABC and its
impact on competitive advantage in manufacturing firms. The research used a case study method,
analyzing three manufacturing companies in Lagos. The study compared the financial performance
of these companies before and after implementing ABC. The findings showed that ABC enabled
these firms to achieve better cost control and a clearer understanding of product profitability, which
provided a competitive edge in pricing and operational efficiency. Adebayo concluded that ABC
is a significant factor in gaining a competitive advantage in the manufacturing sector, especially
in markets where cost efficiency and pricing are crucial.

Chikezie (2019) conducted a study in Nigeria, exploring the role of break-even analysis in financial
planning for small and medium-sized enterprises (SMESs). Using a descriptive survey method, the
research surveyed 200 SMEs across Nigeria, focusing on how they used break-even analysis for
financial planning. The findings revealed that SMEs using break-even analysis had a better
understanding of their cost structures and financial thresholds, which helped them make more
informed decisions about expansion and investment. Chikezie concluded that break-even analysis
is crucial for SMEs, as it supports efficient financial planning, minimizes risks, and enhances
profitability.

Gap in Knowledge

Existing literature emphasizes the role of ABC and break-even analysis in enhancing profitability
across various sectors. Johnson (2020) showed that ABC reduced overhead costs by 15% in
manufacturing firms, while Ahmed and Suleiman (2019) found it crucial for pricing decisions in
retail. Bello and James (2021) observed a 12% increase in profitability in service organizations
with ABC implementation. Umeh et al. (2022) demonstrated ABC's positive impact on resource
allocation in public institutions. Adekunle (2020) and Chikezie (2019) highlighted the importance
of break-even analysis in small businesses, with Chikezie (2019) also stressing its role in financial
planning for SMEs. Hassan and Ali (2021) found a correlation between management accounting
practices and profit maximization in the oil sector, and Adebayo (2018) linked ABC to competitive
advantage in manufacturing. Despite these findings, limited research has been conducted on the
application of these tools in government agencies, particularly in Nigeria. Most studies have
focused on the private sector. This study aims to fill this gap by evaluating the impact of ABC and
break-even analysis on profit maximization within the FIRS, offering insights into the potential
benefits of these tools in the public sector.

Methodology

The study focuses on the FIRS, a critical agency in Nigeria's financial ecosystem. Descriptive
survey design was employed to gather insights from FIRS employees. The population consisted
of 62 FIRS employees in Edo State, and total enumeration was used as the sampling technique.
Primary data was collected using structured questionnaires. Data were analyzed using percentages
and correlation techniques.

Data Analysis

The data collected from the field survey was analyzed to evaluate the relationship between ABC
and Break-Even Analysis with organizational profit maximization. The responses were
categorized into five levels: Strongly Agree, Agree, Neutral, Disagree, and Strongly Disagree. The
results for each of the variables are summarized in the tables and figures below.
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Table 1: Frequency Distribution of Responses for ABC and Break-Even Analysis

Variable Strongly Agree Agree Neutral Disagree Strongly Disagree
ABC improves cost management 35% 40% 10% 10% 5%
Break-even enhances decision-making  45% 30% 15% 5% 5%

Source: Field Survey (2024)

Table 2: Correlation Between Variables

The correlation between ABC, Break-Even Analysis, and Profit Maximization was analyzed
using the Pearson correlation coefficient. The results are displayed in the following table:

Variable ABC & Profit Maximization Break-Even & Profit Maximization
ABC & Profit Maximization 1 0.75
Break-Even & Profit Maximization 0.75 1

Source: SPSS version 23

Correlation Analysis

ABC & Profit Maximization: The Pearson correlation coefficient between ABC and profit
maximization was found to be 0.75, indicating a strong positive relationship. This suggests that
organizations that adopt ABC are likely to experience enhanced profitability through better cost
management and resource allocation.

Break-Even & Profit Maximization: The correlation coefficient between Break-Even Analysis
and profit maximization was 0.80, indicating a very strong positive relationship. This supports the
idea that organizations using Break-Even Analysis for decision-making are more likely to achieve
optimal profit levels.

Discussion of Findings

The results from the field survey provide insightful evidence on the role of ABC and Break-Even
Analysis in enhancing profitability, specifically in the context of the FIRS. The strong positive
correlations found between ABC, BEA, and profit maximization validate the significance of these
management accounting tools in improving financial decision-making and operational efficiency.

ABC and Profit Maximization

The correlation coefficient of 0.75 between ABC and profit maximization suggests a strong
positive relationship. This finding aligns with previous research that emphasizes the importance
of ABC in optimizing cost management and resource allocation. For example, Kaplan and
Anderson (2023) found that the use of ABC helps organizations identify cost drivers and
inefficiencies, leading to better pricing strategies and ultimately, higher profitability. Similarly, a
study by Ali (2022) in manufacturing firms revealed that ABC contributed to a 15% reduction in
overhead costs, which directly enhanced profitability. The findings from this study corroborate the

20



Management Accounting and Organizational Profit Maximization in the Federal Inland Revenue Service Glory & Afensimi

assertion that ABC provides detailed insights into cost structures, enabling better decision-making
in resource allocation, which ultimately drives profit maximization.

Moreover, the application of ABC in public sector organizations, such as FIRS, can be particularly
beneficial in identifying cost-intensive activities, thereby focusing resources on high-revenue-
generating operations (Umeh et al., 2022). This is consistent with the positive correlation found in
the current study, which suggests that the adoption of ABC by FIRS could lead to more efficient
management of costs and improved financial performance.

Break-Even Analysis and Profit Maximization

The Pearson correlation coefficient of 0.80 between Break-Even Analysis and profit maximization
indicates an even stronger positive relationship. This suggests that the use of break-even analysis
significantly contributes to achieving optimal profit levels, particularly through better pricing
strategies and financial planning. This finding is supported by the work of Okafor and Nwosu
(2023), who found that Break-Even Analysis provided retail firms with a clearer understanding of
financial thresholds, improving their ability to set appropriate prices and make strategic investment
decisions. In the context of FIRS, applying break-even analysis could help in evaluating the cost-
effectiveness of tax collection strategies and regional office performances, ensuring that revenues
generated cover operational costs and contribute to profitability.

The positive relationship between Break-Even Analysis and profit maximization is further
corroborated by studies in small business sectors, such as those conducted by Adekunle (2020),
who highlighted that small businesses in Nigeria experienced enhanced profitability by utilizing
break-even analysis to assess their cost structures and sales volumes. The current study's findings
resonate with these results, suggesting that FIRS could benefit from similar applications to assess
its operational performance and make informed pricing decisions in its tax collection processes.

Combined Impact of ABC and Break-Even Analysis

The strong correlations observed between both ABC and Break-Even Analysis and profit
maximization suggest that a combined approach using both tools could further enhance financial
performance in organizations like FIRS. Studies by Johnson (2020) and Adebayo (2018) support
this view, as their research highlighted that integrating ABC and Break-Even Analysis provided
organizations with a comprehensive understanding of cost structures and financial thresholds,
leading to better resource allocation, pricing decisions, and overall profitability. This combined
approach could be particularly effective in public sector organizations where the efficient use of
limited resources is crucial to maximizing revenue generation.

Summary

Management accounting tools such as Activity-Based Costing (ABC) and Break-Even Analysis
play a crucial role in profit maximization by providing organizations with detailed insights into
cost structures, resource utilization, and pricing strategies. These tools help organizations identify
inefficiencies, optimize their operational processes, and enhance decision-making, all of which
contribute to improved financial performance. Specifically, ABC enables firms to allocate costs
more accurately based on actual resource consumption, while Break-Even Analysis assists in
determining the optimal sales volume needed to cover fixed and variable costs, guiding pricing
and investment decisions. In the context of public sector organizations like the Federal Inland
Revenue Service (FIRS), these tools are particularly relevant, as they provide a framework for
efficient resource allocation, cost control, and performance evaluation. The adoption of ABC can

21



Jalingo Journal of Social and Management Sciences Volume 7, Number 1, April 2026. Page 11-24

help FIRS identify cost-intensive processes, allowing the agency to streamline operations and
focus on activities that generate revenue, thereby reducing waste and improving operational
efficiency. On the other hand, Break-Even Analysis supports FIRS in determining the appropriate
tax collection strategies and setting performance benchmarks for its regional offices, ensuring that
the agency achieves its financial targets while maintaining accountability.

The study’s findings, which show a strong positive correlation between both ABC and Break-Even
Analysis and profit maximization, support the assertion that these tools are integral to enhancing
organizational performance. As shown in the literature, organizations that have adopted ABC and
Break-Even Analysis have experienced improvements in cost control, decision-making, and
profitability. These findings are consistent with the broader body of research, including studies in
manufacturing, retail, and small businesses, that have demonstrated the positive impact of these
tools on financial outcomes. Given the challenges faced by public sector organizations like FIRS
in managing resources effectively, the application of these management accounting techniques
could be a game-changer in improving operational efficiency and maximizing profits. By
leveraging ABC and Break-Even Analysis, FIRS can better align its resources with its strategic
objectives, optimize its tax collection processes, and ultimately achieve sustainable growth.
Therefore, this study contributes to the growing body of knowledge on management accounting
tools, offering practical recommendations for FIRS and other similar organizations to enhance
their financial performance and achieve long-term success.

Conclusion

This study concludes that management accounting tools, particularly ABC and Break-Even
Analysis, play a pivotal role in maximizing organizational profits. By providing detailed insights
into cost structures and resource utilization, these tools enable organizations, especially public
sector institutions like the FIRS, to make informed decisions that improve financial performance.
The application of ABC helps in more accurate cost allocation, while Break-Even Analysis
supports optimal pricing strategies and effective operational planning. Both tools contribute
significantly to better cost management, resource optimization, and enhanced decision-making,
which are essential for-profit maximization.

Recommendations
Based on the findings, the following recommendations are made for FIRS:

i. Regularly Apply ABC and Break-Even Analysis for Strategic Decisions: It is
recommended that FIRS regularly incorporate ABC and Break-Even Analysis into their
strategic planning and decision-making processes. These tools should be used to assess
cost efficiency, evaluate tax collection strategies, and optimize resource allocation,
ensuring that FIRS meets its financial goals while maintaining accountability.

ii. Adopt a Continuous Improvement Culture: FIRS should establish a culture of
continuous improvement by periodically reviewing its use of ABC and Break-Even
Analysis. Regular evaluations will allow FIRS to adapt to changing conditions, refine its
strategies, and stay aligned with best practices in management accounting.

iii. Expand the Use of ABC and Break-Even Analysis Across Departments: It is crucial
that the application of these tools extends beyond the finance department to other key areas
of FIRS. This can help integrate cost management and decision-making processes

22



Management Accounting and Organizational Profit Maximization in the Federal Inland Revenue Service Glory & Afensimi

throughout the organization, fostering a more cohesive approach to achieving
organizational objectives.

By adopting these recommendations, FIRS can enhance its operational efficiency, improve
profitability, and achieve long-term financial sustainability. Furthermore, other public sector
organizations can benefit from the insights and strategies outlined in this study to optimize their
own resource management and profit maximization efforts.
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