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Target-Costing Based Pricing Approach: Potential Application to Drugs Sector and Medical
Companies in Jordan

Talal S. Jrirh*

ABSTRACT

This study aims at examining the extent at which the drugs sector and medical industries in Jordan rely upon the
target-costing based pricing approach, and the extent at which it contributes at the development of products and
reduction of costs, in addition to exploring the difficulties which hinder its use. to achieve the aim of the study, a
questionnaire was designed and distributed to the general and financial managers and marketing and production
officers. In the sector, (28) questionnaires were distributed; (20) of them were subject to analysis.

The study indicated that the subject companies rely mainly upon total-costing approach to have their products
priced. However, there is a possibility to apply the target-costing pricing approach if there is a move to the value
stream toward research and development as well as the engineering design of products.

It was also found that this approach contributes at development of products and reduction of costs and improving
the profitability focusing on analyzing the potential success of the products in prior to having its productive
resources allocated.

The result indicated that there were difficulties which could hinder the application. The most important difficulty
was that target-costing based pricing approach with its applied procedures was unclear and that its importance and
privileges were not realized.

The researcher has offered a number of recommendations and proposals; the most important ones are focusing on
accountant’s qualification and setting up programs that deal with the modern approaches and systems of the costs,
in addition to holding scientific and training courses.
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