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Abstract

The problem of study raised the following questions: Does the determination of
Target Cost have effect on industrial Activities analysis? Does the determination of
Target Cost affect the causes of cost analysis? Does the attainable and allowed cost
affect the performance of cost activities analysis? ActivitiesBased Budgeting changes
the relationship between the target cost and cost analysis. Does ActivitiesBased
Budgeting affect the relationship between the Target Cost and cost causes analysis?
Does ActivitiesBased Budgeting change the relationship between this budgeting and
cost performance analysis? The study interested in examining the relationship
between the Target Cost and ActivitiesBased Budgeting to attain positive decline in
cost and advantage formanufacturing companies under the modern characteristics of
environment and advanced economic and industrial variables. The study aimed to
show the effect of applying the Target Cost on analysis of cost causes for industrial
activities as well as to examine and analyze the effect of relationship between the
ActivitiesBased Budgeting and Target Cost on activities analysis. It is also to identify
the role of ActivitiesBased Budgeting in the relationship between the Target Cost and
Cost Reduction. The study tested the following hypotheses: the main hypothesis
indicated that there is a positive relationship between the Target Cost and Cost
Reduction and so another hypothesis emerges, as there is a positive relationship
between (Targeted Margin, Value Engineering, Targeted Selling Price and
Continuous Improvement) and Cost Reduction. The second main hypothesis: First,
Budgeting Based Resources, changes the positive relationship between the Targeted
Cost and Cost Reduction and a subsidiary hypothesis indicated that Budgeting
Resources shows the positive relationship between (Targeted Margin, Value
Engineering, Targeted Selling Price and Continuous Improvement) and Cost
Reduction. The second main hypothesis: Second, budgeting based activities, changes
the positive relationship between the Targeted Cost and Cost Reduction and a
subsidiary hypothesis indicated that Activities Budgeting shows the positive
relationship between (Targeted Margin, Value Engineering, Targeted Selling Price
and Continuous Improvement) and Cost Reduction. The study used the analytical
descriptive method and the data were tested by the filed study. The total
questionnaires distributed was 226 and 90% of them were collected. The hypotheses
were tested after ensuring the validity and reliability of dimensions by using track
analysis approach (SEM AMOS- A model for structural equation) for measuring the
model structure, which shows the relationship between variables. The findings
showed that the analysis of activities leads to display the weakness points in

]



companies’ activities that need to be improved. It also pointed out any activity that
needs to be Removed or cut consuming Resources by the Activities and so
continuous improvement for production operations in different activities would help
to avoid unnecessary Activities. TheActivitiesBasedBudgeting changes the positive
relationship between the targeted cost and cost decline indicated that the interest
should be focused on determining the quantities of required resources and reduced the
errors of excess operation. The study recommended focus should be placed on the
necessary performance operations with value added and increasing production
efficiency. Further recommendation found that it is necessary to follow up the
sources of cost in order to avoid any unnecessary cost activities without value added
before took place. The analysis of external situation for the firm’s external
components of environment including suppliers, clients and competitors is important
because it guides the firm’s capacity for identifying points of strength and real Cost
Reduction.
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