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The object of this research is the process of formation of costs of enterprises for the production and sale of industrial products. The need
for such a study is determined by the use of outdated methods of forming the cost of production at Ukrainian industrial enterprises, which
are based on the actual costs of the enterprise. It is proved that the existing provisions of direct costing do not reproduce the provisions
of the market pricing mechanism, since the market price is focused not on actual costs, but on the needs and preferences of consumers
of products. A detailed study of the existing methods of forming the cost of production was carried out, among which special attention
was paid to modern methods of target costing and kaizen costing, developed and widely tested by economists of Japanese enterprises.

The main advantages of target costing and kaizen costing systems when they are used in the conditions of the Ukrainian economy
are studied and substantiated. The systems proposed for use provide for putting in the first place not the actual costs, but the market
price of the product, and the costs are formed taking into account the desired level of profit for the enterprise. This approach involves the
integral (complex) use of target costing and kaizen costing. It has been proven that the combination of these two systems allows to create
a continuous cycle of production cost management at all stages of the product life cycle. Target costing provides strategic cost control
during the product design phase, while kaizen costing supports and increases efficiency during the production and operation phase. The
combination of targeted costing and kaizen costing provides a significant increase in the efficiency of industrial enterprises, is an effective
way to achieve strategic and operational goals, increase the competitiveness and sustainable development of industrial enterprises. This

is achieved due to the complementarity of these systems at different stages of the product life cycle.
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1. Introduction

Modern enterprises operate in a changing environment, the complex-
ity and multidimensionality of which affects the uncertainty and unpre-
dictability of their future. The growing level of competition, rapid tech-
nological progress, turbulence in raw material markets, investment and
innovation activities, ensuring sustainable development necessitate the
effective use of all resources owned by the enterprise. All this creates the
need for precise management of enterprise resources in order to maintain
their profitability and liquidity in conditions of market uncertainty [1-4].

Enterprises that want to succeed in a competitive environment
must take into account the requirements and wishes of consumers.
The success of each enterprise is most often determined by its ability
to quickly introduce innovative products to meet the growing needs
of consumers. In this aspect, the traditionally used strategies of price
leadership and differentiation have lost their significance. To create
sustainable competitive advantages, enterprises were forced to adopt a
confrontation strategy that involves simultaneous competition on such
product characteristics as quality, functionality and price (cost) [5-7].
Therefore, enterprises are actively looking for opportunities that will

contribute to their development in the organizational, technical and
managerial spheres.

Cost management is a fundamental aspect of effective manage-
ment, which directly affects the profitability and competitiveness of any
manufacturing enterprise. Effective cost management requires a deep
understanding of all factors affecting the production process - from
raw materials to labor and maintenance costs. In the context of global
competition and constant technological and market changes, the ability
to optimize production costs becomes crucial.

Currently, there are a number of methods and systems that allow for
effective cost management of an industrial enterprise. One of them is
the modern Japanese method - “target costing” and its development in
the form of the “kaizen costing” system [8-11]. The Japanese philosophy
of work “kaizen is increasingly used by Ukrainian enterprises [12-15].
It is ideally suited for the organization of production processes, quality
assurance and logistics, allows to gain competitive advantages through
gradual, continuous improvement, setting and achieving increasingly
high standards. By implementing kaizen, the effect of innovative solu-
tions is achieved, kaizen principles allow to increase the efficiency of
production processes [16, 17]. All this significantly updates the topic of
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researching methodological approaches and tools that would be desir-
able to use when planning the cost of products on the basis of “kaizen
costing” The use of kaizen calculation at Ukrainian enterprises and the
process of constant optimization of costs for the production of indus-
trial products will allow enterprises to significantly increase production
efficiency in the direction of reducing costs. This is an extremely impor-
tant factor and condition for effective activity in the current unstable
economic situation for Ukraine.

Existing literature sources indicate that target costing allows an
enterprise to ensure financial stability and competitiveness through
competent preliminary planning, and kaizen costing contributes to
improving organizational culture and the efficiency of production pro-
cesses [2, 18-20]. Analysis of existing publications on the application
of target costing and kaizen costing methods for product cost planning
and their impact on enterprise efficiency demonstrates that these ap-
proaches are actively researched due to their positive effect on costs,
product quality, and competitiveness [21-24].

Target costing is described as a cost planning method that focuses
on the market price of the product and the expected profit [24, 25].
Many authors note that this method helps to ensure the profitability of
products at the development stage by setting the maximum allowable
costs [26]. Kaizen costing is defined as an approach focused on continu-
ous improvement and cost reduction in the production process [27].
Researchers [28, 29] believe that kaizen costing allows enterprises to
achieve resource optimization through constant changes that are imple-
mented without high costs [30]. According to many studies [4, 5,9, 31-33],
target costing helps to increase the competitiveness of the enterprise by
reducing the cost of the product and focusing on consumer needs. For
example, in [32] it is emphasized that target costing makes it possible
to produce a product optimized in terms of cost and quality that meets
market requirements. The authors of the publication [31] do not fully
agree with this opinion. They point out that target costing allows to re-
duce the risks of costs for new products only through careful preliminary
planning [31]. This makes the development process more controllable
and predictable. Studies confirm that kaizen costing helps enterprises
to maintain constant cost optimization [9, 34]. In works [2, 16, 35] it
is proved that continuous improvement allows to reduce production
costs while maintaining product quality [24, 25]. A somewhat differ-
ent emphasis is made in studies [10, 35], where the positive impact
of this method on staff motivation and involvement [35] is brought
to the fore. Thanks to the involvement of employees in the improve-
ment processes, the efficiency of the work team increases, which is con-
firmed by research in the field of personnel management [13, 26, 36-38].

In the analyzed publications, insufficient attention is paid to the
combination of the “target costing” and “kaizen costing” methods at one
enterprise, since, according to some researchers, this allows to achieve
maximum efficiency [31, 37]. The author of the study [35, 39] rightly
points out that target costing establishes permissible costs and contrib-
utes to the effective start of product development, while kaizen costing
ensures further continuous improvement in the production process.
Examples of large Japanese corporations, in particular Toyota and Sony,
demonstrate that it is the combination of target costing with kaizen
costing that allows them to remain leaders in their industry [9]. Some
authors attribute this gap in existing research to difficulties in personnel
adaptation [13, 26] and the need for changes in corporate culture [7].
In contrast to this opinion, the study [29] indicates that enterprises that
successfully adapt these approaches note a significant reduction in costs
and increase in production efficiency. According to the results obtained
in [2], the implementation of target costing requires market analysis and
a clear product strategy, while kaizen costing requires a comprehensive
approach to personnel management [26].

Analysis of existing research literature shows that the use of target
costing and kaizen costing methods allows enterprises to achieve cost
reduction and increase competitiveness. A significant level of production

efficiency is seen in the combination of these methods, which urgently
requires the development of such an approach and further research.
The aim of this research is to determine the effectiveness and pros-
pects of introducing target costing and kaizen costing into the economic
activities of Ukrainian enterprises, to determine the factors of effective-
ness of their simultaneous use. This provides real opportunities for
applying the results obtained in practical activities, carrying out work
to significantly reduce production costs and increase the efficiency of
production and commercial activities of enterprises and organizations.
To achieve this aim, it is necessary to:
— determine the essence of target costing and form a model of its use
in industry, systematize its advantages, which enhance its impact on
production efficiency, and disadvantages, which to some extent hin-
der its implementation;
— investigate the conceptual provisions of kaizen costing as a logical
continuation of the target costing system, to determine and justify the
feasibility of its use;
— justify the feasibility and effectiveness of combining target costing
and kaizen costing systems in the production and commercial activi-
ties of industrial enterprises and organizations.

2. Materials and Methods

The object of this research is the production process of forming and
using effective cost management strategies in forming the cost of indus-
trial products. The subject of the study is organizational and economic
relations that arise in the process of production and market sale of
industrial products.

The main hypothesis of the study assumes the need to intensify
the processes of introducing modern methods of forming the cost of
products into the production and commercial activities of industrial
enterprises, based on the positive experience of Japanese enterprises. Its
relevance is explained by the need to improve the methods and strate-
gies of producing industrial products in demand by the market, while
simultaneously minimizing the costs of its production and maximizing
the effect of its promotion and sales. This will significantly increase the
efficiency of production cost management systems, increase the profits
of enterprises and increase their competitiveness in the target market.

To achieve the objectives set in the study, the methods of the struc-
tural approach, systems analysis, induction and deduction, observation
and comparison were used. The above methods were used to clarify
the conceptual apparatus of modern systems for forming the cost of
industrial products and systematize the factors of efficiency of their use.

3. Results and Discussion

3.1. Determining the essence of target costing and forming a
model for its use in industry

Recently, various conceptual approaches to cost management for
the formation of the cost of industrial products have been actively de-
veloped and improved in order to increase the efliciency of production
and commercial activities |3, 23]. Such methods include, first of all,
progressive systems of “standard costing’, “direct costing’, “kaizen cost-
ing’, “target costing’, etc.

In the world practice of cost management, the method of partial
calculation — “direct costing” has become widely used, using which the
cost of products is formed according to the values of variable costs (the
method of truncated or incomplete cost). When using it, industrial
production costs are most often divided into two basic groups: variable
costs, which change proportionally with changes in production volume,
and fixed costs, which practically do not change in the event of a change
in production volume. Fixed costs are classified as current expenses, are
not written off to the cost price and are not distributed between types of
products, but are directly attributed to the general results of production
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and commercial activities. The cost price of the enterprise’s products is
formed only taking into account variable costs. In the “direct costing”
model, a completely new factor of work results is formed - the margin
of variable cost price. It is determined by the difference between the
selling price of products and the amount of variable costs. If the amount
of fixed costs is removed from this difference, then the final result will
be aloss or profit of the enterprise. In our opinion, if the volume of the
enterprises products, then the “direct costing” model allows to measure
the share of each type of product in the reimbursement of spent fixed
costs when forming the level of profitability of the entire production.

The disadvantages of this method include: the lack of calculations
of the full cost price of products (this is mandatory according to current
legislation); the need for a more accurate division of fixed costs (both
variable and fixed components), as this is important for determining
marginal costs. The practical use of the “direct costing” model is effective
for enterprises with a wide range of products.

The above-mentioned shortcomings were partially eliminated in
the “standard costing” model, which involves the formation of cost on
the basis of standard cost values and the analysis of existing deviations,
that is, cost management is carried out on the basis of a comparison of
normative and actual costs. In our opinion, in the “standard costing”
model, the key is control over the accurate determination of deviations
of actual costs from standards, which generally affects the improvement
of existing standards. If such control is absent, then the application of
this model will be conditional, without the desired effect.

It is possible to see the continuation of the search for more effec-
tive approaches to the formation of product cost in the wider use of
the “target costing” model, which is based on cost management on the
basis of target cost.

The target costing system includes methodological approaches to
cost management and is aimed at reducing the costs of the enterprises
production and commercial activities at the stage of product or service
design in order to ensure the achievement of the target level of profitabil-
ity. The essence of the target costing system is based on the use of the tra-
ditional pricing model, according to which the price is formed as the sum
of the cost price and profit. According to this concept, the cost price (C,)
is defined as the difference between the price (P,;) and profit (Pg):

P,~Pi=C,

In this method, the market price P, is

costs only at the end of the product development process. If the costs of
production and sales are higher than the market price, then the research
simply needs to be started from the very beginning.

The process of forming the cost of products according to the target
costing system includes the following stages:

Stage No. 1. Based on a study of the sales market and available (pos-
sible) production volumes, a hypothetical (forecast) price of products
in the target market of the enterprise is formed.

Stage No. 2. The expected amount of profit of the enterprise from
the sale of a unit of production or the entire volume of production is
calculated. On this basis, the target cost is determined as the maximum
allowable value of the cost under given market conditions.

Stage No. 3. Includes bringing the value of the normative cost to the
value of the target cost by studying and analyzing the possibilities of chang-
ing the volumes and types of costs. The presence of such possibilities is
determined by the technology of industrial production, the availability
of alternative materials, design, technical or technological solutions that
could ensure the reduction of the cost of products without losing its quality.

Stage No. 4. Development and technological testing of a model of a
new product that meets the target cost. In this case, the difference be-
tween the target and standard cost should not exceed 10 percent of the
standard cost. If the test results are positive, then an appropriate manage-
ment decision is made to launch the product into industrial production.
In the event of unsatisfactory results of testing the target cost, techno-
logical development ends, although the possibilities for further searches
for new scientific, technological and constructive ideas remain 3, 8, 30].

It is proposed to include the following advantages of the practical
use of the “target costing” model:

— the possibility of searching for innovative, non-standard design

and technological solutions by the relevant structural units and

managers in order to achieve the result necessary for the enterprise —
the target cost;

—asignificant reduction in production costs due to the active devel-

opment of intellectual and innovative technologies and the impos-

sibility of using high-cost materials and technologies.

The disadvantages of the “target costing” model include:

— low efficiency of managerial decisions, which are produced by

changes in the target market situation;

— the need for closer interaction between various structural divi-

between the cost price and the selling price is

Determination of the market selling price based on research data

called the target price, the sought difference L

the target profit Pft (target profit), the cost price
at which the product should be manufactured

Development of a new product concept
(beginning of the first stage of the life cycle)

sions and employees of the enterprise.

- Target market marketing
research

is called the target cost C; (target cost). Thus,
the “target costing” model suggests consider-
ing the cost price not as the product of some
calculation, but as a certain value that the en-
terprise should focus on when offering a com-
petitive product to the target market (Fig. 1).

Based on the concept of Fig. 1, it is possible
to say that the cost formation system using the
target costing method is based on a very simple
idea: instead of the standard question: “What
is the cost of producing a product?’, target
costing asks a different question: “How much

Target price, Prt

Target profit, Pr

Target cost, Ct
(Pr—Pr)

should the product cost?”. Practical experience
in cost management shows that enterprises that
receive information from traditional cost ac-

Design and continuous product modernization
(first stage of the life cycle)

Continuous improvement of all
product components

counting systems spend more time and money

-

Target cost achieving process Ct —]

on the product creation process. This is due to
the fact that the mechanisms of traditional sys-
tems allow to find out the estimated production

Fig. 1. Conceptual diagram of the process of using the target costing system (developed by the authors)
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Reducing the cost of production can also be achieved using the
kaizen costing model, the purpose of which is to improve the activi-
ties of the enterprise or its structural divisions using internal reserves,
excluding the attraction of significant external investments.

3.2. Research on the conceptual provisions of kaizen costing as
alogical continuation of the target costing system

Kaizen costing is a method of planning and reducing the cost of
production, which is based on the philosophy of kaizen (from the Japa-
nese ‘continuous improvement”). Its main goal is to constantly reduce
the cost of production in the production process by eliminating losses,
optimizing processes and involving personnel in the improvement pro-
cess. Some researchers [9, 32, 35] describe kaizen as a philosophy of
small improvements that contributes to a constant reduction in costs
and an increase in quality. Kaizen costing is widely used in industrial
enterprises, especially in countries with a developed industrial culture,
such as Japan. Unlike target costing, which focuses on cost planning
before the start of production, kaizen costing is aimed at constantly
reducing costs in the production process. This approach allows compa-
nies to continuously improve processes and achieve optimal efficiency
through small but regular changes.

The main principles of kaizen costing include:

— continuous improvement: employees at all levels are constantly

looking for ways to improve processes, eliminate waste and reduce

costs, even on a minimal scale;

- staff involvement: all employees are involved in the improvement

process — from production workers to managers. This helps to create

a culture of improvement and responsibility for the overall result;

— focus on the current production process: unlike target costing,

kaizen costing works with the existing product and production pro-

cess, focusing on gradual changes in real time, rather than on prelimi-
nary planning;

- loss minimization: the concept of kaizen costing is closely related

to the ideas of lean production, where much attention is paid to elim-

inating all types of losses — from downtime and surpluses to defects.

The following stages of implementing kaizen costing in industrial
enterprises are proposed for consideration:

1. Analysis of current costs and definition of goals: the cost of exist-
ing products is estimated, specific goals for its reduction are defined,
often in the form of monthly or quarterly indicators.

2. Implementation of small improvements: employees, together
with management, develop small but permanent changes in the pro-
duction process to gradually reduce costs.

3. Monitoring and correction: the results are regularly analyzed to
assess the effectiveness of the implemented changes and identify new
points of improvement.

4. Personnel training: enterprises train personnel in improvement
methods, allowing each employee to make suggestions for reducing
costs and increasing efficiency.

While not being a direct method of forming the cost of industrial
products, the development of the kaizen approach allows all employees
who are associated with certain production costs to make their specific
contribution to their reduction and management. The concept of “kai-
zen” includes all, to a certain extent, unique and original conceptual
methods and management models used in the Japanese industry. Their
use has allowed this country to gain a leading competitive position in the
global technology market. In our opinion, the advantage of the kaizen
costing system is the fact that it ensures continuous cost reduction and
their maintenance at the appropriate (pre-set) level. The main disad-
vantage of this model is the need for constant motivation of employees,
which should support the involvement of all production personnel in the
activities of the enterprise. The process of continuous improvement can
be effective only when production conditions are favorable for its use.
To do this, the relevant requirements for management should be met:

— form the tactics and strategy of the enterprise’s production activities;

— develop an appropriate style for top management that actively sup-

ports openness, cooperation and trust;

- maintain the immutability of the set goals;

— develop an effective incentive system that will encourage cooperation;

— implement personnel training programs (continuously operating);

- maintain the necessary balance between current and future tasks.

A comparison of the target costing and kaizen costing models, which
are close in methodological essence, allows to identify certain differ-
ences between them:

- methodological content: the kaizen costing system does not include

a set of pre-defined approaches or procedures at the enterprise, the

use of which almost automatically allows to reduce costs;

— process orientation: target costing is focused on reducing costs at

the design and development stage of the product, while kaizen cost-

ing works at the production stage, when the product is already being
manufactured;

- role of employees: the finance and marketing department is pri-

marily responsible for target costing, while kaizen costing actively

involves all personnel, including production workers, in the optimi-
zation process;

— scale of changes: target costing requires significant structural chang-

es, while kaizen costing focuses on minor, gradual, but constant im-

provements.

It should be noted that Ukrainian enterprises are not inclined to ac-
tively implement and use the “kaizen costing” method. There are many
reasons for this conclusion. Basically, this is the lack of a scientific, theo-
retical and experimental, practical base, effective examples of use, the
instability of the domestic economy. There are also significant differenc-
es in national mentality — employees of Ukrainian enterprises perceive
changes (especially cardinal ones) with some fear and even hostility.
Despite this, it is already possible to give examples of the effective use of
kaizen costing in Ukraine. For more than 15 years (since 2007), Coca-
Cola Beverages Ukraine has been using target and kaizen costing for the
needs of forming the cost of products. Using its market position as the
undisputed leader in the soft drinks segment, the company sets product
prices using the target costing system in order to obtain the desired
profit. Without disclosing the commercial profitability indicators of this
company, it is possible to say that it receives the desired profits. When
introducing kaizen costing at this enterprise, three basic principles
were followed: standardization; maintaining order; eliminating losses.
To truly eliminate costs, the company used the kaizen costing system
in combination with the Japanese “just in time” approach, which aims
to constantly pursue productivity by avoiding waste. The advantages of
this method of organizing product costing are as follows: an increase
in the turnover ratio, a decrease in unrealized income, a reduction in
losses, savings on storage, etc. At the initial stage, this enterprise faced
significant difficulties - the innovative method did not find wide sup-
port among employees. However, top management approached the
solution of the task very seriously: work was carried out to clarify the
essence of the innovation, foreign trainers were invited, etc. At pres-
ent, 90 % of the production personnel of the Ukrainian enterprise are
involved in the “kaizen costing” system. And as a result, the enterprise
is among the leaders in its market segment.

3.3. Justification of the feasibility of combining target costing
and kaizen costing systems in the production and commercial ac-
tivities of industrial enterprises

Usually, the production cost formation system “kaizen costing” is
used at industrial enterprises along with the “target costing” system.
They have one goal — obtaining a target cost, although according to the
target costing model, this goal is sought to be obtained at the design
stage of a new product, and according to the kaizen costing model - at
the stage of its manufacture. The combination of the two methods allows
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to achieve maximum efficiency. Target costing sets allowable costs and
contributes to the effective start of product development, and kaizen
costing ensures further continuous improvement in the production
process. Examples of large Japanese corporations, in particular Toyota
and Sony, demonstrate that it is the combination of target costing with
kaizen costing that allows them to remain leaders in the industry [12].
In the standard costing model, which is currently the most widely
represented in the practice of management accounting at Ukrainian
industrial enterprises, possible deviations of actual costs from the di-
rectively established (normative) ones are recorded. The amounts of
the deviations obtained are recorded by economists and reproduced on
accounts specially created for this operation. At the end of the reporting
(planning) period, all amounts of the detected deviations are written
off to the results of the financial activities of the enterprise. In this case,
a simple method of analyzing the detected deviations is used, on the
basis of which a decision is made to adjust the norms and standards
established at the enterprise. At the same time, the common task for
the standard costing and kaizen costing methods is to control the state
of costs and results by comparing the actual (achieved) results with the
target settings established in advance. Since, unlike the target costing
method, kaizen costing is used at the same stages of the product life
cycle as the standard costing method, managers will face an important
question regarding the choice of one of these methodological approach-
es, or the formulation of a proposal for their combination. Despite the

more progressive logic of kaizen costing compared to standard costing,
there is no need to oppose these systems to each other. Each of these
systems can solve the corresponding problems, each of them has both
significant advantages and certain disadvantages. The solution to the
problem may be the integration (combination) of the standard costing
accounting method and the kaizen costing accounting method, since
there are good reasons for such a decision.

The combination of target costing and kaizen costing systems in
the production and commercial activities of industrial enterprises is
advisable, since these approaches complement each other, ensuring a
balance between strategic cost planning and their continuous improve-
ment in the production process. The main factor provisions justifying
such integration are determined in several strategic areas of the en-
terprise’s activity, the most important of which are presented in Fig. 2.

The combination of target costing and kaizen costing in the activities
of industrial enterprises provides a comprehensive (integrated) approach
to managing production costs, which is focused on achieving strategic
and tactical goals. Let’s consider in more detail the effectiveness of this
integration, the main directions of which are briefly presented in Fig. 2.

The combination of target costing (target cost management) and
kaizen costing (system of continuous cost improvement) provides a sig-
nificant increase in the efficiency of industrial enterprises. This is achieved
due to the complementarity of these systems at different stages of the prod-
uct life cycle. The economic essence of this process is presented in Table 1.

Cost optimization at
different stages of the
product life cycle

Flexibility in
responding to
changing market

Combining the goals of strategic
and operational (tactical)
management (integrated approach)

Factors for the feasibility of combining
target costing and Kkaizen costing systems

Involving employees in
the improvement
process

Consumer orientation of the
company's products and
services

Minimizing risks and
unnecessary production
waste

Fig. 2. Formation of directions of expediency (efficiency) of combining target costing and kaizen costing systems (developed by the authors)

Table 1

Main aspects of the effectiveness of combining target costing and kaizen costing systems in the activities of industrial enterprises

Efficiency aspect Target costing

Kaizen costing Result

Optimization of costs
at all stages

Sets the target cost of the product, taking into account
consumer needs and the level of competition. This allows
to avoid excess costs even at the product development stage

Provides support and further cost
reduction during the production process
through gradual improvements

Reducing the cost of pro-
duction without compro-
mising quality

Increased competi-
tiveness

Products are developed taking into account market price
expectations, which allows the company to compete ef-
fectively

Supports competitiveness by continuous-
ly reducing costs even after the product
is launched on the market

Sustained competitive
advantage

Flexibility in respond-
ing to market changes

Allows to quickly adapt target costs to changes in demand
or the market situation

Promotes rapid improvement of pro-
duction processes in response to new
requirements or constraints

Increased ability to respond
to external challenges

Employee motivation

Forms a common vision of goals and involves employees of
different departments in achieving the set tasks

Encourages staff to participate in process
improvement, creating a culture of
continuous improvement

Increasing labor produc-
tivity and the level of
innovation

Reduction of costs
and risks

Minimizes the risks of exceeding the budget even at the
planning stage

Allows production costs to be reduced
by reducing waste and inefficient opera-
tions

Company achieves stability
in costs, which contributes
to long-term profitability

Integration of innova-
tions

Promotes the implementation of innovative solutions
during product development, taking into account cost
constraints

Allows effective implementation of
small but continuous innovations in
production

Innovation becomes a
constant source of efficiency
growth

2%
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In our opinion, to assess the results of the integration of target and
kaizen costing, it is advisable to use the following indicators: reduction
in product cost; level of compliance with the target cost; dynamics
of operational efficiency; share of waste in the production process;
increase in customer satisfaction.

3.4. Discussion of the results of the study on the formation of
product cost using the “target costing” and “kaizen costing” methods

The conducted studies indicate that target costing is aimed at stra-
tegic cost management at the product design stage, focused on long-
term goals, such as achieving profitability of a new product and entering
new markets. It takes into account market needs, customer desires
and price sensitivity, allowing to set a target cost that will ensure com-
petitiveness and profitability. It is based on market analysis, determin-
ing a price acceptable to consumers and calculating allowable costs
in reverse. Kaizen costing focuses on operational activities, reducing
costs through incremental improvements in the production process,
maintaining operational efficiency, ensuring flexibility in the short term
through improving production processes. It is applied after the product
is launched into production, aimed at constantly reducing costs through
incremental improvements. These two systems in combination cover
different stages of the product life cycle, creating a single continuous
cost management system. Their combination provides a balance be-
tween achieving strategic goals (target costing) and solving current
production tasks (kaizen costing).

Target costing allows to optimize costs during planning, which is
especially important in conditions of high competition, avoids unjusti-
fied costs at the design stage, ensuring that the product meets market
expectations. Kaizen costing provides continuous improvement after
the product is launched, allowing to adapt to changes in the market or
internal conditions of the enterprise.

Target costing is effective in the early stages of the product life cycle,
when key decisions are made about design, materials, and technology. In
this case, the target cost is formed taking into account the needs and ca-
pabilities of consumers. This ensures the creation of a product that meets
market requirements. Kaizen costing allows to maintain and increase
efficiency during the production stage, improving processes and mini-
mizing waste, as it focuses on eliminating losses (including time, materi-
als, resources) in the production process. This system allows to maintain
product quality at a high level, while reducing costs, which is beneficial for
the end consumer. The implementation of both systems allows to create
an effective management system that prevents waste and at the same time
eliminates existing inefficiencies. The integration of these systems en-
sures not only competitiveness, but also increased consumer satisfaction.

In kaizen costing, employees are involved in continuous process
improvement, which helps to increase their motivation and grow a qual-
ity culture. This system is directly based on the active participation of
employees in continuous improvement processes, forming a corporate
culture of innovation and responsibility. In target costing, teams from
different departments collaborate at the design stage to ensure compli-
ance with target costs. Target costing includes cross-functional coop-
eration (marketing, engineering, finance), which helps to create a single
vision and employee involvement in achieving target indicators. The
combination of systems contributes to the formation of an organiza-
tional culture focused on quality, efficiency and continuous development.

The integration of target costing and kaizen costing allows to re-
duce the risks of budget overruns, ensuring control both at the strategic
level and in the production process. Continuous cost reduction through
kaizen costing allows to maintain competitive advantages even after the
product is launched.

To effectively combine these systems, it is important to develop a
clear integration methodology:

— creation of multifunctional teams for the implementation of target

costing;

— introduction of PDCA cycles (plan, do, check, adjust) for kaizen

costing;

- use of digital tools for cost monitoring and process analysis.

The combination of target costing and kaizen costing allows indus-
trial enterprises to achieve high efficiency, adaptability and profitability
in a changing market.

Thus, the implementation of the kaizen costing accounting and
analytical system should not simply replace the standard costing meth-
odology rooted in a large number of Ukrainian enterprises. Only their
organic interaction can provide a positive result of use, which finds its
reproduction in the minimization of production costs and the corre-
sponding optimization of the size of profit.

If standard costing and the studied kaizen costing system can be used
as a somewhat compatible option in the formation of product costs, then
the target costing (target calculation) method, based on the product life
cycle, appears to be to some extent a “predecessor” of kaizen costing [12].
The target costing and kaizen costing systems have the same national
roots (developed in Japan), more than 80 percent of large Japanese en-
terprises and organizations currently use this method of cost formation.
Both of these accounting and analytical systems try to achieve the same
goal — to achieve the target cost value. That is, if to go through the stages
of the product life cycle, then target costing tries to achieve the set goal
at the design stage of a new product, and kaizen costing - already at the
stage of production of new products. That is, the statement that kaizen
costing looks like a certain continuation of the target costing system
seems fair. It should be noted that this kind of consistency in the applica-
tion of these accounting and analytical systems, in integration with the
considered standard costing, is extremely important and simply neces-
sary for the enterprise to achieve its goal of minimizing production costs.

4. Conclusions

The paper substantiates that target costing (or target costing) is a mod-
ern cost management method aimed at achieving the strategic and finan-
cial goals of the company. The main goal of the method is to ensure that
the cost of products meets the specified parameters of profitability and
price competitiveness determined by market conditions. The key aspects
of target costing are orientation to the market price determined by con-
sumer needs; cost management at the product design stage; involvement
of cross-functional teams to achieve cost reduction goals. A model for
using target costing in industry is proposed, the main stages of which are:

— determining the price that the consumer is willing to pay for the

product;

— determining the level of profit that the company seeks to achieve;

— difference between the target price and profit forms the allowable

level of costs;

— improving design and processes to achieve the set cost;

— constant adjustment of costs in the production process.

It is proven that target costing allows industrial enterprises to ef-
fectively manage costs and ensure their competitive position using a
flexible and adaptive approach.

The relationship between target costing and kaizen costing is stud-
ied. Target costing and kaizen costing are complementary cost manage-
ment methods. If target costing focuses on achieving the target cost of a
product at the stage of its development, then kaizen costing continues
this process at the production stage, ensuring continuous improvement
and cost reduction. The essence of kaizen costing (from the Japanese
“kaizen” - “improvement”) is determined as an approach focused on
systematic and gradual cost reduction through process optimization,
increasing efficiency and eliminating losses. The main idea is small
but regular improvements that ensure sustainable development and
competitiveness. The authors consider the key aspects of kaizen cost-
ing to be the optimization of production processes in order to reduce
costs, involving employees at all levels in the improvement process, the
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constant implementation of small changes to achieve a large effect, and
reducing costs should not affect product quality. Thus, kaizen cost-
ing is not only a continuation, but also a logical development of the
target costing system, ensuring a continuous process of improvement
and competitiveness of enterprises in modern conditions. It has been
proven that the combination of these two systems allows to create a
continuous cycle of production cost management at all stages of the
product life cycle. Target costing provides strategic cost control at the
product design stage, while kaizen costing supports and increases ef-
ficiency at the production and operation stage. Integration of strategic
and operational cost management: Target costing focuses on achieving
long-term goals for competitiveness, and kaizen costing allows to adapt
to changes in real time. The interaction of both systems guarantees the
optimal balance between costs, quality and profitability. Kaizen costing
allows enterprises to quickly adjust costs in accordance with changing
market conditions, without going beyond the goals of target costing.
Cost reduction occurs both through strategic planning and through
continuous improvement of production processes. Products meet mar-
ket expectations in terms of price, quality and innovation. Thanks to
kaizen costing, costs are reduced at each stage of production, losses and
defects are reduced. Involving employees in the kaizen costing process
creates an atmosphere of cooperation and innovation. The combina-
tion of target costing and kaizen costing allows industrial enterprises
to achieve stable financial results even in changing market conditions;
increase consumer satisfaction by creating products that meet their
expectations; ensure long-term business sustainability through more
effective management of production resources.

Thus, the integration of these approaches is an effective way to
achieve strategic and operational goals, increase competitiveness and
sustainable development of industrial enterprises.
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