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Abstract

The study aimed to explore the Target Costing System, a modern cost
management technique, and investigate whether banks recognize the advantages of
this system in pricing their banking services and the importance of this system in
service pricing .

Many studies and research related to this topic were reviewed, and it was found
that most of these studies addressed the Target Costing System in industrial
companies, ignoring its use and applications in the service sector, including banks.
However, this study addressed the concept of target costing and its application in
banks, the factors affecting its determination, and the use of this system to enhance
the pricing of banking services. To achieve the study's goal, a questionnaire was
designed specifically for the study problem and distributed to the study population to
gather the necessary information. The results were analyzed using the Statistical
Package for the Social Sciences (SPSS).

The analysis concluded that it is possible to apply the Target Costing System in
banks, with some obstacles that can be overcome. One of the main obstacles is related
to the necessary data, such as target price and target profit data. The study also
showed that banks are well aware of the various benefits that can be achieved by
applying this system.

The study concluded with several findings, including that the Target Costing
System plays a significant role in reducing costs if applied in an effective competitive
environment. It helps identify services whose actual costs exceed their target costs,
enabling the company to reconsider those costs and work towards reducing the actual
costs to meet the target costs for those services. It also significantly aids in the success
of developing new services.

The study recommended that banks unify their efforts to keep up with global
developments and compete with foreign banks in terms of both quality and price by
reassessing their currently applied management methods. It also emphasized the need
for bank management to work on developing their costing system to accurately
determine the cost of the provided service, and the necessity for banks to have a clear
profit strategy. This clarity will help the management to define a clear margin of
profit they desire if they want to successfully apply the Target Costing System.
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