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Abstract

The Possibility of Applying Target Costing System to Enhance Competitive Capability
(Applied study on Yemen Steel Manufacturing Company)

Prepared By: Mojeeb Al-Rahman Ahmed Mosleh Abdullah Supervisor: professor PhD / Nwaf Fakhr

Co-Supervisor: professor PhD / Mansour Al-adimi

The problem of the study is that the cost systems applied at Yemen Steel Manufacturing
Company, is not a full-fledged and still traditional. It does not accrue specified measurement for the
production cost, moreover, it does not accrue complete control on performance, and does not provide
beneficial information for the purpose of planning, performance evaluating and decision making. For
these reason, it was necessary to apply cost systems suitable for the modern business environment, to
decrease costs, achieve comprehensive performance control.

This study is aimed to identify deficiencies in the cost system applied in Yemen Steel
Manufacturing Company, and conducting applied study of procuring the applicability of target costing
system at the company to enhance competitive capability, and identify the problems and difficulties
impeding the application of the target costing system in the company.

To achieve these objectives, the researcher followed the analytical descriptive methodology,
using references and sources of Arab and foreign books, periodicals and published and unpublished,
research and other relevant documents. In addition to study practical application of the target costing
system in the Yemen Steel Manufacturing Company, and making an applied study for the possibility to
realize the target costing system in the company.

As such, based on the study, a number of conclusion can be reached, the main of which are the
following:

1- Secure Company’s, technical capabilities and accounting requirement to meet the target costing
system, where the company's top management supports the application of the target costing
system, and make available tools and utilities to implement target costing, and provide technical
capabilities necessary to implement the target costing system. Also company’s financial
management constitutes well qualified staffs capable of running their job efficiently and this is
equally applicable to accounting and cost accounting staffs of the company.

2- The application of a target costing system leads to enhance the competitiveness of Yemen Steel
Manufacturing Company, and through improving the mechanism for the allocation of cost
elements on productive activities and tighten controls on the causes leading to cost reduction
activities and the cost of consumer products to them. In addition to the study and analysis of the
activities that add value to products and knowledge of the causes of occurrence and expenditure
components thereof, and to identify activities that can be eliminated or reduced, without causing
negative effects on product quality or performance or the value received from it will reflect
positively on the reduction of cost of products, which will lead to increase the capacity of the
company competitiveness.
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3- There are some obstacles and difficulties that may prevent the application of target costing
system at the company, including:

» The reliance on historical data of the costs and assuming the stability of the case,
contrary to the prevailing fact, especially in light of high of percentage inflation in
Yemen.

» Seemingly, suppliers are not cooperative to assist the company in order to maintain
target costing.

» Application of the target costing system requires many structural changes in the
company’s employees positions and their specializations.

» There is difficulty in identifying the future market price for a new product and this is
mainly considered the starting point to account for target costing.

Based on the above results, the researcher envisages many applicable recommendations.
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