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Target Costing Errors: Causes and Solutions

KAJIWARA, Takehisa
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i Target costing, a cost management method that results in attractive products
with advanced product functionality and specifications and within a cost range that produces

sufficient profits for the firm, has been regarded as a source of competitive advantage for Japanese
companies. This study explored the causes and solutions of Target costing errors including the
inability to achieve cost targets, cost estimation errors during product development stages, and
cost variability in manufacturing stages. This study also showed that modular product development
allowed firms to alleviate target costing errors. Moreover, this study showed that the successful
implementation of modular product development required firms to adopt strategic approaches for
target costing and inter-organizational cost management. This study also sheds light on the roles of
cost knowledge of cost specialists to implementing modular product development.
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