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Abstract 

This research paper deals with the analysis of performances of economic entities from the construction sector 

from Romania. The necessary data for preparation and analysis up through dashboard of the economic entity are 

provided by managerial accounting through Target Costing method. The way of implementing and observing of stages 

which are completed in managerial accounting through Target Costing method are also presented in the paper based 

on the existing literature. For data analysis it was used a questionnaire based on three questions whose results were 

analyzed and which formed the basis of our entire course of scientific approach. The paper ends with the authors' 

conclusions about the performance analysis of economic entities in a construction project using dashboard showing the 

benefits of its long-term decisions. 
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1. Introduction 

Performance is the key to the entire success of a well-run business that turns an economic entity to profit, 

profitability, stability, solvency and liquidity. Each of the actors who have a well defined role in an entity presents 

different interests, such as:  entity's management from overall performance, investors from the profitability of the 

investment, investors from the profitability of the investment, employees from the stability of the entity and creditors 

from solvency and liquidity [12].  Based on recent developments in the field of management science epistemology, the 

main objective of this article consists in expanding and validating the performance analysis framework of an economic 

entity in the construction using as a measurement tool for performance monitoring the dashboard. A secondary 

objective relates to the validity of information sources supplied by the use of Target Costing method and which is the 

solid support for the analysis of the performances with the help of financial indicators but also non financial of an 

economic entity from the construction sector. 

 

2. Literature review 
Target Costing method bases were established by the Consortium for Advanced Manufacturing International, 

whose results were published in various publications with impact on an international scale and demonstrate real utility 

of this method on the line for continuous cost reduction. 

According to the defintion given by CAM-I, Target Costing represents “a set of management tools and methods 

designed for direct projection and planning activities for new products that provide a base for the subsequent phases of 

exploitation and ensuring that their products reach their profitability targets throughout their life cycle". 
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The first reports about the emergence of Target Costing method dates from 1930 at Volkswagen (Germany) and 

Marks-Spencer (England), but its systematic application and development is conducted at Toyota (Japan) in the mid 

1960s. Extension of Target Costing method in both the USA and European level occurs in late 1980. Since 2000 the 

method is studied and applied more extensively across Europe, particularly in France and Britain. 

Studies undertaken by specialists Dekker and Schmidt show an intense use of the Target Costing method 

especially in Western countries. Also in 2003 in the United States, studies conducted by the Institute of Management 

Accountants and Ernst & Young shows that 26% of their members were using Target Costing method, while firms in 

Denmark has a rate of 50%. Regarding the use of factors of implementation or deployment of Target Costing method or 

in the analysis of their decisions there are few studies made. Some atuhors [1] consider that these factors include: the 

intensity of competition, industrial affiliation, uncertainty rate in the business or the strategy perceived by managers. In 

studies in Germany, other authors [7] showed that the adoption of Target Costing method is related to the intensity of 

competition and not adopting it is related to the degree of perception in an uncertain environment.  
The strongest argument for the adoption of the Target Costing method is based on forecasts of customer 

requirements and behavior of competitors in the market and most negative argument for not forthcoming the method 

Target Costing is based on rigid targets identified in forecast customer requirements and perceptiveness in an uncertain 

environment that suggest using the method just as a tool for maintaining competitiveness. Some specialists [8] believe 

that Target Costing is a system by which a company is planning in advance to the sales prices, product costs and 

margins which plans to carry out for a new product. If the company can not make a product at these levels planned, 

then cancels the projection of the product fully. With the target cost method, a management team has a strong tool for 

continuous monitoring products when they enter the design phase and further along the product life cycle. 

While Target Costing objective can be more easily applied at the beginning of the product life cycle, there is no 

conceptual reason for which the methodology can't be applied to existing products. We believe that Target Costing can 

be also applied in the manufacturing stages of the product life cycle. By defining restrictive Target Costing method, 

managers can conclude that this methodology can not be applied to existing products and can continue with their 

current systems and inefficient cost management. Other researchers [9] argue our point of view suggesting that the 

method Target Costing can be applied throughout the life cycle of the product: "Target Costing is only part of the 

management function of the cost for product throughout its life cycle. The target cost set to be achieved by meeting 

customer requirements, using different methods designed to identify potential cost reduction". 

Analyzed through the management control, entity’s management influence the behavior of members in order to 

implement the strategy, an action that is economically substantiated selection and optimization of resources in order to 

achieve objectives. In literature there are several meaningful approaches of the dashboard management: a tool for short-

term action that includes a limited number of indicators related to important decisions and the entity's objectives aimed 

at highlighting the differences between forecast and realized [3]; a tool of  information and signaling significant 

deviations; a tool for dialogue and objective assessment of performance support for managers in different hierarchical 

levels [11]; pilot's instrument while highlighting significant deviations as a tool for diagnosis and progress [5]. Other 

models of the dashboard were presented and discussed by other authors: the eco-dashboard for analyzing the 

environmental performance [12] or the dashboard specific to economic entities in the field of mining [6]. Using data 

from management accounting and budgetary system, management dashboard can be built on the existing accountability 

structure in an entity by applying the same principles of analysis of the deviations. In other words, dashboard consists 

of that set of standard indicators that the entity management is analysing in regular to evaluate the activity that it runs. 

Dashboard shows the status of the economic entity at a time and is also a management tool that allows comparison of 

current indicators with indicators above the target. 

 

3. Methodology of research 
Research questions 
The purpose of this research paper consists in identification of a modern method for cost management in a 

construction project and reflects the performances of the economic entities from this sector with the help of the 

dashboard. In this sense, we tried to find answers to a series of questions as follows: 

1. Is it possible to adapt the target costing method to the specific of a construction project from an economic 

entity from this sector? 

 2. Costs related information provided by the target cost method is reliable and useful in decision making 

process? 

3. Is the dashboard a proper tool for measuring the entities performances from the construction sector? 

 

Instrumentation  
The design of our research focuses on the theoretical approach of the implications arising from development 

problems described by questions launched at the beginning of the study. For the relevance of the study were used as 

instruments: induction, deduction and questionnaire which were taken into account one category of respondents to the 

questions launched namely, specialists in accounting, grouped into two types (heads of departments and accountants). 
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Sample and data analysis 
The study sample was drawn on a number of 1462 people and after collecting the questionnaires and 

conducting data centralization, the situation is as follows (table no. 1): 

 

Table no. 1. The situation of answers on category of respondents 

 

Questions 

Category of respondents 

Head of departments Accountants 

Yes No Yes No 

1. Is it possible to adapt the target costing method to the 

specific of a construction project from an economic 

entity from this sector? 

289 

(83.52%) 

57 

(16.48%) 

845 

(75.71%) 

271 

(24.29%) 

2. Costs related information provided by the target cost 

method is reliable and useful in decision making 

process? 

270 

(78.03%) 

76 

(21.97%) 

717 

(64.24%) 

399 

(35.76%) 

3. Is the dashboard a proper tool for measuring the 

entities performances from the construction sector? 

301 

(87.00%) 

45 

(13.00%) 

834 

(74.73%) 

282 

(25.27%) 

Total 346 1116 

 

As can be seen, the largest share of the two categories of specialists surveyed pleads for identifying, analyzing 

and combating hidden costs. Given this situation, our empirical study continued and the results achieved to the 

identification, analysis and presentation of preventive measures are described below. In terms of graphics, the situation 

analysis of the questionnaires (fig. no. 1) is as follows: 

 

 
 

Fig. no. 1. The situation of positive answers obtained on the two categories of specialists 

 
4. Target Costing method and the dashboard created based on information provided by it 

Development stages of Target Costing method 
Target Costing method focuses on reducing the cost of a product through changes in its design being applied 

during the design phase of the life cycle of the product. In literature, scientists have identified the following general 

steps that underlie the Target Costing method [2]: 

1. The management of marchet research or performing marchet studies. The first step is to review the market 

where the company wants to sell its products or services. The design team must establish a set of characteristics of the 

product or service that customers are most likely to buy and the amount they will pay for these features. The team must 

learn about perceived value on individual characteristics, if needed later to determine their impact on the price of the 

product or service if they waive one or more features. It may be necessary to quit later to a characteristic of the product 

or service if the team decides it can not provide this function while still aims to achieve the target cost At the end of this 

process, the team may have a better idea of the target price at what can sell the proposed product with a certain set of 

features, and how to modify the price in case one of the product features drops. The target price is set by the study 

techniques such as assessment of market needs, competitive analysis or preliminary plans of the entity to provide a new 
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or modified product with certain features or characteristics. The essence is that entities are using Target Costing method 

to establish their target price on the market depending on the competition and long-term prices according to market 

penetration targets. 

2. Establishing target for profit margin. Target profit margin is resulting from the strategic and long-term 

financial objectives of the entity as a result of efforts to plan the profit. The company provides the design team a gross 

margin mandated so that the proposed product must win. By lowering gross margin mandated from the price of the 

designed product or service, the team can easily determine the maximum target cost so that the product to touch it 

before being accepted into production. The general equation is as follows: 

  

Target price – Target profit margin = Target cost (allocated)      (1)

    

The allocated cost may consist of: variable costs of production (raw materials, direct wages), unit production 

costs (development, depreciation, instrumentation), other costs (general manufacturing, administrative) investment 

costs (inventory, equipment, installation). 

3. Determining the estimated cost and target cost. If the proposed product is a modification of an existing 

product, an entity alreadyhas the cost basis from which can determine what could be potential costs of the proposed 

new product, if the new product specifications and manufacturing methods are similar. Below is determined costs of 

the new product or engineering costs (operating costs, estimated) using the product specifications and existing 

manufacturing processes. The general equation is as follows: 

 

Target price – Target profit margin = Target cost       (2) 

 

Target price – Target profit margin = Target cost, estimated (according to Kaizen Costing)   (3)

  

The estimated cost is reduced by using Kaizen Costing technique to achieve the proposed target cost by the 

entity. Engineers and public procurement staff from the team now take the lead role in creating the product or service. 
The staff of public procurement is particularly important when the product has a high percentage of purchased parts; he 

must determine component prices based on quality, delivery and quantities required levels in waiting for a 

product. They may also involve parts of externalization, in case they lead to lower costs. Engineers must design the 

product to meet the target cost, which will likely include a number of design iterations to see which combination of 

features and design revised considerations results at the lowest cost. 

4. Calculation of the estimated cost of products and estimated activities. It represents the sum of direct and 

indirect expenses allocated on products. Once a product design is finalized and approved, the team is reconstituted to 

include fewer projects and more industrial engineers. The team is now entering a new phase to reduce production costs, 

which continue throughout the life of the product. For example, cost reductions can come from waste reduction in 

production or planned cost reductions of suppliers. These cost reductions underway give additional gross margin 

sufficient for the company to further reduce product prices over time in response to increasing competition. 

5. Calculation of the target cost, the amount costs that have to be reduced. If after determining the estimated 

cost, this is higher than the cost of product proposed by the entity, it shall be reduced by the application of value 

engineering. This requires bottom-up adjustment to estimate the cost component, meaning the indirect expenses 

allocated on cost carrier and that of direct expenses, if it is the case. 

 
Cost budgeting 
 
The budgets drawn up within each organizational structure, be it place for cost generator, workshop, 

department, organization, serving on dimensioning the volume of activity, in determining the amount and conditions of 

allocation and efficient use of resources and the sharing of responsibilities those involved on the management of 

allocated funds and objectives [4]. In a construction project, in order to fit into the economic requirements of the 

beneficiary, the designer/contractor must respect expenses budgeting respectively to budget correctly right from the 

stage of the technical project, the future execution costs. Given that budgeting is basically a final estimate of the future 

costs, it will be considered that by budgeting it will be obtain an approximate calculation which may contain 

uncertainties but which is providing reference values for cost control. Deviations from initial planned budget may 

jeopardize the profitability of the project. For cost budgeting are used several methodologies, formation procedures and 

estimation of cost which are updated over the life of the project execution. Information on cost budgeting are used from 

an early stage of development of the construction project, the beneficiary needing the expected cost likely to achieve 

the investment. 

This initial estimation is made with minimal information available, but after the technical development stage of 

the project can be made clearer estimates of execution budget. Size of execution budget is checked regularly in the 

77



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series,  
Special Issue ECO-TREND 2015 – Performance, Competitiveness, Creativity 

 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344 – 3685/ISSN-L 1844 - 7007 

 
 

design stage and changed once it emerges quite clearly the details of execution. Throughout the execution is estimated 

effective cost of work performed, it is compared with the limited costs and is made the necessary corrections. 

 

Cost budgeting requires forecasting total costs, aiming to supply a quantity of reference for cost control, control 

of resources consumed during project execution. In case of our study it was chosen the estimation of the budget 

according to the stages of the project of construction, which are in direct connection with every stage of execution of 

the project (were made a budget for making the feasibility study, for designing the work, budget for obtaining the 

necessary permits for construction). Based on data analyzed from the economic entity, the information is as follows 

(table no. 2 and table no. 3):  

 

Table no. 2. The situation turnover target, the target cost and profit margin target during 2013-2015 

 

Explanations 
Year 2013 Year 2014 Year 2015 

Stage 1 Launch Stage 2 Growth Stage 3 Maturity 

Number of provisioned works 1 1 1 

Unit target sales price 1,315,340.40 lei 1,290,487.57 lei 7,772,066.32 lei 

The profit margin target 102,967.58 lei 38,714.63 lei 688,549.34 lei 

Unit cost target 1,212,372.82 lei 1,251,772.94 lei 7,083,516.98 lei 

Turnover target 1,315,340.40 lei 1,290,487.57 lei 7,772,066.32 lei 

The profit margin target 102,967.58 lei 38,714.63 lei 688,549.34 lei 

Target cost 1,212,372.82 lei 1,251,772.94 lei 7,083,516.98 lei 

Share of profit in turnover margin 0.08 % 0.03 % 0.09 % 

Share of target cost in turnover 0.92 % 0.97 % 0.91 % 

 

Table no. 3. Situation of target cost forecasted and effective during 2013-2015 

 
Target cost forecasted Year 2013 Year 2014 Year 2015 

Direct target cost 523,986.58 lei 646,157.08 lei 3,921,506.09 lei 

Indirect target cost 688,386.24 lei 605,615.87 lei 3,162,010.89 lei 

Total cost 1,212,372.82 lei 1,251,772.94 lei 7,083,516.98 lei 

Effective cost Year 2013 Year 2014 Year 2015 

Direct cost 541,561.54 lei 663,399.97 lei 4,678,324.17 lei 

Indirect cost 713,460.21 lei 603,838.37 lei 3,238,432.92 lei 

Total cost 1,255,021.75 lei 1,267,238.33 lei 7,916,757.09 lei 

 
Drawing target cost calculation during period 2013-2015 
Situations reguarding applying Target Costing method on stages of execution and taking into consideration the 

demands of the client are presented above (tables’ no. 4-6) 

 
Table no. 4. Stage 1 of execution 
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Table no. 5. Stage 2 of execution 
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Table no. 6. Stage 3 of execution 
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Drawing the dashboard and information analysis  
On the basis of the situation presented it was drawn the dashboard (fig. no. 2) of the entity which was subject to 

analysis and were selected a series of six indicators considered representatives for analysis and for making decisions by 

the management of the entity. These indicators are: evolution of the profit margin; evolution of the profit margin 

projected into turnover; development of projected total expenses and total expenses made; evolution of direct expenses 

forecasted and direct expenses achieved; evolution of indirect expenses forecasted and indirect expenses achieved; 

evolution of of the profit margin, the direct of cost evolution achieved and the evolution of indirect costs achieved. 

 

 
Fig. no 2. Dashboard of the entity 
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5. Conclusions 
 

Performance analysis of an entity will be a very interesting subject for all specialists, especially the heads of 

departments, managers of entities, and all specialists. Choosing a suitable instrument for monitoring and measuring the 

performance of an entity is the key to business success and to guarantee effective decisions at managerial level. In our 

study, the choice of the dashboard was made based on accurately recording and measuring the performance in 

construction and economic entities based on a questionnaire analysis. After analysis of the data it was highlighted a 

number of advantages offered by this tool as follows: 

- Approaching in a systemic vision of information relating to management activities and the creation of better 

conditions that ensure the function of the entity as a whole; 

- Increasing the degree of substantiation of the decisions by providing operational and decision-makers of 

relevant information concerning the main aspects of the economic entity; 

- Increase the responsibility of managers on the work done since their dashboard provides a summary form 

factors and critical areas pointing out such directions as to focus its future efforts; 

- Improve the work of the management team due to the timely delivery of accurate information obtained 

through the dashboard; 

- Ensure efficiency and high quality for reporting the information to various organisms, and also to the internal 

departments involved in the process of transmission and processing of information; 

Use of appropriate criteria for assessing directions of analysis established through targets to the management of 

the entity. 
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