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Abstract 

In the 1960’s, the Japanese car manufacturer Toyota developed target costing – a man-
agement accounting model that reduces the risk of releasing unprofitable products. The 
method eventually spread to Swedish firms. 

The study starts by summing recent previous research on target costing in Sweden (full 
description of these studies is available in Appendix I). Looking at this research, it is 
noted that there is an inconsistency with regards to what principles of target costing are 
used, and which are not. It is also noted that some firms are claimed to be used target 
costing and some firms are claimed not to be using it. No study, however, has tried to 
find an explanation to why some principles are implemented and why some are not. 
This is also the theoretical contribution of this thesis. 

More specifically, the research problems are therefore: (1) is target costing really imple-
mented in a different way in Sweden as compared to Japan and (2), if so, why are there 
differences? It is further assumed that ideology could be a good explaining variable for 
the possible differences in implementation. 

In answering the first question, target costing is firstly described according to well-
known books and articles on the subject. Following normative description, a presenta-
tion is made how target costing has been employed in Sweden. Secondary data based on 
three quantative studies is used here. These two descriptions are then contrasted against 
each other and it is found that target costing is implemented in a different way as com-
pared to normative Japanese literature. 

Next, the second question is answered by constructing a theoretical framework based on 
ideological- and managerial assumptions of Japan and Sweden, respectively. This frame-
work is then used to try to explain the differences mentioned above. Through the 
analysis it is observed that the Swedes’ lower priority of financial goal as well as their 
orientation towards the future are often used to explain the differences. These two as-
pects are also two of the main differences between Swedish and Japanese ideologies. 

It is therefore concluded that the differences might be explained using ideological 
assumptions, although there are probably other important factors as well. An 
implication of the result is that it is questionable whether target costing even will reach 
popularity in Sweden. Finally, it is also concluded that Likert-scales are not usefil when 
measuring target costing implementation 
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1 Introduction 
In the 1960’s, Japanese manufacturing firms were facing highly competitive markets. The 
firms also observed that about 80% of a product’s total costs were determined during the 
planning and development process (Ansari & Bell, 1997) and that it was highly costly to 
make alterations in a product’s design once it had been launched to the market (Cooper & 
Chew, 1996). It was also learned that in order to sustain competitiveness in the long run, 
assessing costs and benefits of strategic alliances between the firm and its customers or 
suppliers was important (Kaplan & Atkinson, 1998). 

One of the firms discussed above was the Japanese car manufacturer Toyota (Tanaka, 1993). 
In order to survive they assumed that the selling price of a product is determined by market 
forces. They also saw the profit margin on a specific product as given (Tanaka, 1993; An-
sari & Bell, 1997). Nowadays, this technique is known as target costing and is formally 
stated as: Target price – Target profit = Target Cost. Hence, alterable by the firm are total life-
cycle costs – developing, selling and handling post-sales services for the product (Ansari & 
Bell, 1997). 

Looking towards the west, Johnson and Kaplan (1987) noted that the management ac-
counting technique most widely used for the past 60 years – standard costing – was: ”too 
late, to aggregated and too distorted” (p. 1). Ax and Ask (1997) observe that the standard cost-
ing technique was also widely used in Sweden during the same time period. However, fol-
lowing the uttering of Johnson and Kaplan’s (1987) words, western firms realized that if a 
firm was to become profitable in this new environment it would be necessary to start 
looking at new management accounting tools, such as target costing (Cooper & Chew, 
1996). 

Interestingly, studies (e.g. Cooper & Chew, 1996; Dekker & Smidt, 2003) show that firms 
in the US, Germany and the Netherlands did indeed perceive target costing as a factor that 
would lead to success, and therefore implemented it. The method did not pass unnoticed 
to Swedish firms either, as noted by the studies outlined in Table 1-1. 

Authors Purpose 
Dahlin & Larsson 

(1999) 
To investigate if target costing is applicable on small service oriented 
firms. 

Andersen & Ekström 
(2002) 

To examine if there are any differences and similarities between the cost 
management systems used in service oriented companies, and target 
costing. 

Hofverberg & Olofsson 
(2002)* 

To examine the penetration of target costing in the service sector, and if 
the companies in the service sector meets the required prerequisites for 
adopting target costing. 

Eriksson & Holmström 
(2002)* 

To investigate if target costing affects a firm’s efficiency. 

Engberg & Tingvall 
(2002)* 

To investigate the familiarity of target costing in Swedish firms. 

Karlsson-Broström & Malm 
(2002)* 

To investigate if companies use target costing in product development. 

Borgernäs & Fridh 
(2003)  

To examine the penetration of target costing in manufacturing firms. 

Ernhede, Harryson & Klang 
(2003) 

To investigate how target costing has been implemented in a Swedish 
company. The result is compared to theory. 

                                                

* The summary is based on a web-abstract of the thesis as a copy of the original document could not be re-
trieved. 
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Granlund & Mustonen 
(2003) 

To examine which possibilities and limitations medium sized companies 
may experience in implementing target costing, and if these differ 
depending where in the value-chain the company is positioned. 

Hindrikes & Karlsson 
(2003) 

To examine whether target costing is beneficial only to certain types of 
firms. 

Driscole Ganye 
(2004) 

To identify if and how target costing is used in Sweden. 

Hultdin & Stenlund 
(2004) 

To examine whether target costing can reduce uncertainty in product de-
velopment decision-making. 

Strand & Thurn 
(2004) 

To investigate the penetration of target costing in medium sized firms, 
and if the size of the company might affect adoption. 

Hedlund & Holmqvist 
(2005) 

To investigate to what extent manufacturing firms use target costing. 

Gerdin & Mannberg 
(2005) 

To examine the penetration of target costing as well as examine how tar-
get costing is used in Swedish manufacturing firms with more than 250 
employees. 

Ax, Greve & Nilsson 
 (2006, work in progress) 

To test whether there is a positive relationship between a firm perceiving 
their environment as uncertain and them adopting target costing. 

Table 1-1 – Purpose of previous research in Sweden 

This previous research can be grouped into three categories based on its purposes. Firstly, 
those looking at the penetration of target costing in Sweden (Hofverberg & Olofsson, 
2002; Engberg & Tingvall, 2002; Borgernäs & Fridh, 2003; Driscole Ganye, 2004; Strand & 
Thurn, 2004; Hedlund & Holmqvist, 2005; Gerdin & Mannberg, 2005; Ax, Greve & Nils-
son, 2006). Secondly, those that look at what features of target costing have been adopted 
(Hofverberg & Olofsson, 2002; Engberg & Tingvall, 2002; Karlsson-Broström & Malm, 
2002; Borgernäs & Fridh, 2003; Ernhede, Harryson & Klang, 2003; Granlund & Mustonen, 
2003; Driscole Ganye, 2004; Hultdin & Stenlund, 2004; Strand & Thurn, 2004; Hedlund & 
Holmqvist, 2005; Gerdin & Mannberg, 2005). Finally those that look at the underlying rea-
son for implementing target costing (Dahlin & Larsson, 1999; Andersen & Ekström, 2002; 
Eriksson & Holmström, 2002; Engberg & Tingvall, 2002; Granlund & Mustonen, 2003; 
Hindrikes & Karlsson, 2003; Driscole Ganye, 2004; Hultdin & Stenlund, 2004; Strand & 
Thurn, 2004, Ax et al., 2006). 

In one of these studies (Hultdin & Stenlund, 2004), a firm claiming to be a target costing 
user, for instance, did employ the principle of basing the selling price on what the market 
could carry. It did not, however, calculate a profit margin to be subtracted from this selling 
price. On the other hand, the firm did break down the development process into a value-
chain to facilitate the removing of non value-adding features. These principles are all im-
portant to use in a target costing environment (Ansari & Bell, 1997) and thus, the firm not 
using them is a sign that the technique has not been fully implemented. 

Before furthering the discussion, it is important to realize that target costing is not a tech-
nique that should be used whenever managers deem it to be appropriate to handle a spe-
cific budgeting decision situation. Instead, it is a way employees should make decisions 
through the whole product life-cycle in order to sustain profitability in a competitive envi-
ronment (Kato, 1993; Ansari & Bell, 1997; Shimizu & Lewis, 1998). An implication of this 
is that if a firm has implemented target costing, there should be no major differences when 
comparing empirical findings gathered from this firm against a normative1 description of 
what target costing is. Yet, there apparently is at least one occasion where there is a devia-
tion. 

                                                

1 By normative is meant an explanation of what a situation should look like in a perfect world (Holme & Sol-
vang, 1991). 



 Introduction 

 6 

Furthering the analysis of the studies in Table 1-1, there are those that claim target costing 
to be used in Swedish firms, and others that claim the opposite (c.f. Appendix I). In the 
light of this discussion, nor Hultdin and Stenlund (2004) or anyone else in the mentioned 
studies have sought an explanation to why some firms deviate from the normative descrip-
tion of how target costing should be used. There are therefore two research problems in 
this thesis: (1) is target costing really implemented in a different way in Sweden as com-
pared to the norm and (2), if so, why are there differences? 

The first research problem will be solved by first presenting a normative description of 
how target costing works according to the Japanese tradition. This model is then compared 
to an investigation of what principles of target costing are being used by Swedish firms in 
order to isolate if Swedish firms deviate from literature. 

In answering the second problem, a framework borrowed from Bourguignon, Malleret and 
Nørreklit (2004) will be used. Here ideological assumptions in the US and France, respec-
tively, were used explain why the Balanced Scorecard had not been accepted into French 
management accounting practices. It was concluded that ideology was a suitable explana-
tory variable, and therefore, ideology will be used in this thesis too. 

To conclude the problem discussion, the purpose of this thesis is to compare how target costing is 
used in Sweden against how it meant to work the Japanese way. If there are deviations from this 
Japanese norm, it will be further explored whether they can be explained using ideological assump-
tions. 

By fulfilling the purpose this thesis contributes to literature by giving a possible explanation 
to which principles of target costing should work, and which should not, in the context of 
a Swedish ideology. Thereby, managers will get an idea of how to go about when 
implementing target costing in Swedish organizations. Namely, if the ideological factors 
that could cause a target costing implementation project to fail are isolated at an early stage, 
they can be circumvented before incurring major delays or costs. Subsequently to this dis-
cussion, if principles are confirmed to be implemented in Swedish firms, it is assumed that 
they will not be a concern to managers seeking to implement target costing in the future. 
Therefore, this thesis will be delimited to looking only at trying to explain differences in 
implementation, not similarities. A contribution is also made by summing recent research 
on target costing in Sweden. 

This study will unfold by first presenting how it is designed. In section 3, ideology in Japan 
and Sweden, respectively, is discussed. A summary of major differences and similarities is 
made here. Section 4 describes how target costing should work according to the normative 
literature, as well as how it has been implemented in Sweden. Any deviations from litera-
ture are presented along with possible explanations. Finally, section 5 gives some conclud-
ing words, reflects on the chosen method, and eventually suggests topics to be studied in 
the future. 
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2 Study design 

2.1 Data gathering 
It was noted above that empirical findings of previous studies resulted in a problem area 
that had not been previously covered in Swedish research. The purpose derived from this 
problem implies describing the target costing process in the two countries, respectively, and 
then try to explain the reasons using an ideological framework. What will come out of the 
mentioned process is a theory furthering the understanding of how target costing is em-
ployed in Swedish firms. This starting in an empirical observation to finally reach a theory-
building conclusion implies that an inductive approach will be used (Saunders, Lewis & 
Thornhill, 2003). To present reliable research (Holme & Solvang, 1991), the process of 
how to fulfill the purpose is presented next. 

Firstly, to find out how target costing is used in Japan, Google Scholar, JSTOR, Science Direct 
and Julia2 were used. The keywords target costing were used as a base and in order to narrow 
down the search results the following expressions were also added to the query: implement-
ing, new product development, cost control systems and strategic management accounting systems. It was 
noticed that two books were cited more often than others: Target Costing: The Next Frontier 
in Strategic Cost Management (Ansari & Bell, 1997) and Target Costing and Value Engineering 
(Cooper & Slagmulder, 1997). As a result, these are the main references used in describing 
how target costing should work according to the norm. There were also a few articles from 
renowned journals that frequently appeared and, where applicable, these were used to give 
a more vivid explanation of the target costing principles. 

It is assumed here that if a firm’s manager closely follows what is stated in the mentioned 
literature and implements target costing the way it is supposed to work, an empirical inves-
tigation on the firm should indicate of no deviations from literature. Thus, when narrowing 
down the target costing literature list to ensure this study’s validity (Holme & Solvang, 
1991), as described above, to only include a few books and articles it is assumed that this is 
the material studied by managers in an implementation process. 

Moreover, both of the books mentioned above are from 1997 and it could be argued that 
descriptions of how target costing should be used according to the norm have changed 
since then. However, recent research (e.g. Hibbets, Albright & Funk, 2003) indicates that 
these references are still used to describe target costing. 

In terms of finding previous research on target costing in Sweden, the Academic Archive On-
line (DiVA)3 and Libris4 were queried. Here, English as well as Swedish expressions for target 
costing, management accounting, strategic management accounting and target costing thesis were used. 
Also, Google and Google Scholar were searched for the exact same keywords. 

Realizing that 16 studies, case-based as well as survey-based, had already been conducted 
during the past seven years, it was decided to use this secondary data (Holme & Solvang, 

                                                

2 Julia is a search engine for Jönköping’s University Library catalogue. 

3 DiVA is an online collaboration service between universities in Scandinavia, publishing academic works 
from undergraduate levels and higher (DiVA, 2006). 

4 A search engine similar to DiVA, indexing publications from Swedish Universities. 
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1991) as a reference of how target costing is employed in Sweden. Doing so is in line with 
the main purpose of this thesis, which implies that the main focus here is not to find out 
how target costing works, but instead explain why it is used in a certain way. It is also ar-
gued that most of the relevant questions querying what principles of target costing are be-
ing used have already been asked. Using primary data (Holme & Solvang, 1991) would 
therefore mean a great deal of work at a questionable added benefit. 

Appendix I outlines the 16 studies that were found. Four of these studies were only avail-
able as a web-based abstract and have therefore not been further considered. Of the twelve 
studies that have actually been read, seven are designed as case studies. 

Whereas case studies can present an in-depth view of a firm’s internal mechanics, the re-
quirements for their results to be generalizable to a large population are higher than for 
survey-based studies. For instance, the firm(s) studied must be representative for the popu-
lation the researcher is interested in. Also, the best results in case studies are achieved when 
studying a firm for long periods of time while at the same conducting lengthy interviews. 
Also, it is important to record and transcribe the interview for the sake of allowing others 
to easily access and assess the material, as well as to facilitate systematization of the data 
(Holme & Solvang, 1991). 

After reading these twelve publications through, it was found that not all of them revealed 
the length of the interviews5. Some did6 and those interviews were claimed to last between 
30 and 120 minutes. In none of these theses it was indicated that interviews were held on 
more than one occasion in time in the case that more than one person was interviewed. 
The number of firms under study varied between one and four. Two of the seven case 
studies indicate that they recorded the interviews (Andersen & Ekström, 2002; Hindrikes & 
Karlsson, 2003) but none of these state they have transcribed the material. If the require-
ments outlined above are applied here it is noted that they are not fulfilled. In the context 
of being used as empirical findings, this data is therefore considered unusable as it lacks the 
qualities needed for external validity (Saunders et al., 2003) to be present. 

Now, since Driscole Ganye (2004) is both survey- and case study-based there are now five 
studies left of the twelve that were originally read. Two of these – Driscole Ganye (2004) 
and Ax et al. (2006) – have looked at target costing implementation rate as well as why it 
was implemented, not what principles are actually employed in firms. They are therefore 
not relevant for this study. As described in Table 2-1, three survey-based studies remain 
and these will be used as empirical findings. It should be noted that the original raw data 
(Saunders et al., 2003) is not used, but others’ interpretations of it. Therefore, this is a quali-
tative study based on quantitative data (Saunders et al., 2003). 

Authors Comment 
Dahlin & Larsson (1999) Not used. Case based study. 

Andersen & Ekström (2002) Not used. Case based study. 
Hofverberg & Olofsson (2002) Not used. Only a web-based abstract covering the thesis was 

found. This is not sufficient to extract secondary data. 
Eriksson & Holmström (2002) Not used. Only a web-based abstract covering the thesis was 

found. This is not sufficient to extract secondary data. 
Engberg & Tingvall (2002) Not used. Only a web-based abstract covering the thesis was 

                                                

5 These studies were Dahlin and Larsson (1999), Granlund and Mustonen (2003), Hindrikes 
and Karlsson (2003), Driscole Ganye (2004) and finally, Hedlund and Holmqvist (2005). 

6 Andersen and Ekström (2002) as well as Ernhede et al. (2003). 
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found. This is not sufficient to extract secondary data. 

Karlsson-Broström & Malm (2002) Not used. Only a web-based abstract covering the thesis was 
found. This is not sufficient to extract secondary data. 

Borgernäs & Fridh (2003)  Information will be extracted from the empirical findings. 
Ernhede, Harryson & Klang (2003) Not used. Case based study. 

Granlund & Mustonen (2003) Not used. Case based study. 
Hindrikes & Karlsson  (2003) Not used. Case based study. 

Driscole Ganye (2004) Not used. Both survey and interview based. The survey, 
however, looks at reasons for adopting target costing and in 
what industries it has been implemented. Therefore, its data 
is irrelevant for this thesis. 

Hultdin & Stenlund (2004) Not used. Case based study. 
Strand & Thurn (2004) Yes. Information will be extracted from the empirical find-

ings. 
Hedlund & Holmqvist (2005) Not used. Case based study. 

Gerdin & Mannberg (2005) Yes. Information will be extracted from the empirical find-
ings. 

Ax, Greve & Nilsson (2006, work in progress) Not used. Study looks at why target costing is implemented, 
not what principles are adopted. 

Table 2-1 – Summary of what studies are used as secondary data 

2.2 Data processing and presentation 
The sampled firms in the three studies have used the following method to find a popula-
tion to sample from. In two cases (e.g. Borgenäs & Fridh, 2003; Strand & Thurn, 2004), the 
targeted populations for the surveys were found using address lists from Teknikföretagen. 
Gerdin and Mannberg (2005) instead used the database Svensk Affärsdata and searched for 
the SNI-code representing manufacturing firms7. Hence, the firms are all into manufactur-
ing, which is suitable as target costing was initially invented in this industry (Tanaka, 1993). 

Next, Borgenäs and Fridh (2003) have looked at firms with more than 50 employees, 
Strand and Thurn (2004) at those with more than 100 employees and finally, Gerdin and 
Mannberg at those with more than 250 employees. To conclude, the least common factor 
of the firms studied in this thesis is that they have at least 50 employees. 

As a result of the definition of a population discussed above, Borgenäs and Fridh (2003) set 
the total population size to 664 firms and sent their web-based surveys to 250 of these 
companies with a total response rate of 36.4%. Strand and Thurn (2004) employed the 
same web survey-technique for their population of 280, where 33.6% of the 256 mailed 
firms replied. Gerdin and Mannberg mailed their respondents but asked them to mail the 
answers back, rather than using a web form. Their population size is unknown but 70 firms 
were mailed for a response rate of 31.4%. Random sampling was used in all three cases. 

Similar in all three of these studies is that the respondents were asked to react to a question 
in accordance with a Likert-scale (Ejlertsson, 2005). Depending on what study is looked at, 
the length of the scale varies between five and seven. Further, in Borgenäs and Fridh 
(2003) the mean of each question is reported, along with how many respondents answered 
the question. Strand and Thurn (2004) as well as Gerdin and Mannberg (2005) report addi-
tional data in the form of standard deviations. 

It was argued above that the case studies analyzed did not possess the qualities required for 
the data to be generalizable. Now that it has been made clear that quantitative data (Holme 

                                                

7 SNI-codes for manufacturing firms are those in the 3-group (SCB, 2005). 
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& Solvang, 1991) will be used, it should be noted that any results reached are only gener-
alizable (Holme & Solvang, 1991) for the following population: Swedish manufacturing 
firms having more than 50 employees and that existed in either of the years 2003, 2004 or 
2005. 

Until now the discussion has been held around what data will be used to present target 
costing according to the normative literature and what the implementation looks like in 
Sweden. Also required to fulfill the purpose is a mean of telling when implementation of 
target costing in Sweden deviates from the norm. The data used is in the form of Likert-
scales (Ejlertsson, 2005), which implies a requirement to find somewhere on the scale 
where a firm can be said to really have implemented target costing. If the observed sample 
mean falls below this threshold value, there is no implementation and a difference between 
Sweden and Japan has been observed. The opposite is true if the mean falls above this 
critical value: an implementation is observed. Underlying to this discussion is what the va-
lidity (Holme & Solvang, 1991) of this thesis is – if the secondary data used here is appro-
priate in deciding whether there is a difference in implementation when comparing Sweden 
against Japan. 

Defining this threshold value starts by looking what the effects are of making a Type-I- or  
Type-II-error (Hogg & Tanis, 2006) in the context of this thesis. Here, a Type-I-error 
would be saying target costing has been implemented, although it has not. Conversely, a 
Type-II-error would be stating target costing has not been implemented, although it has. 
Given the purpose here, and indications in previous research that adoption of target cost-
ing is low, albeit existent (c.f. Appendix I), it strengthens the validity (Holme & Solvang, 
1991) to be certain than an implementation really has occurred. Therefore, to reduce the 
risk of making Type-I-errors, the threshold value should be set at a high level. 

As stated above, the studies under analysis make use of Likert-scales in their question-
naires. In this method, the respondents are asked to mark to what extent he or she agrees 
to a specific question, for instance “To what extent do you use target costing?” The scale 
ranges from a low value, normally one, to a higher value, such as five or seven, where one 
means “Not at all” and the high value means “To a large extent”. 

In line with this definition of a Likert-scale, choosing a one (1) is interpreted as the respon-
dent not using the queried principle and choosing the maximum value is interpreted as full 
implementation of the principle. However, it could be that the respondents mark their an-
swer in between the two extreme values. What does this mean? 

It could be that the respondents in fact do use target costing but are not consistent in how 
they use it with regards to the principle queried. At some occasions they use it and at other 
times they do not. In order to indicate this they do not mark their answer at any of the end-
points, but rather somewhere in the middle. This is a very good example why the threshold 
is utilized. Target costing is a philosophy (Ansari & Bell, 1997), and a firm therefore either 
uses it or not uses it, meaning firms marking their answers in the middle are not target cost-
ing users and therefore all answers below or at the middle value are regarded as non-
implementers. 

If, as is argued, the middle value, and all values below it, are disregarded the effect would 
be as follows. For a 7-degree scale this means values below five (<5) are treated as an evi-
dence of non-implementations, as described in Figure 2-1. Applying the same reasoning on 
a 5-degree scale, the values below four (<4) are disregarded and for a 6-degree scale, 3.5 are 
considered as an evidence of non-implementation (<3.5). 
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Figure 2-1 – Graphical presentation of accepted sample means 

Next, as described above, the highest value of a Likert-scale represents full adoption. Thus, 
values above the middle-value and below the maximum value means a firm to some extent 
has adopted a target costing principle. The purpose of the chosen method is to isolate 
whether a principle is used or not and so, what matters is that the sample mean is above 
the calculated threshold value, not how far above the value it is. Put differently, all firms 
indicating an answer above the threshold value are seen as full adopters. To sum the dis-
cussion, it assumed that the threshold value lies above the middle-value but below the next 
value, which is in the full adoption range. 

Further, 4.01 on a 7-degree scale is too close to the middle-value to be indicative whether 
there is a difference. 4.99 on the same scale, however, is so near 5 (an implementation 
value) that it indicates implementation. From this reasoning, it is logical to assume that the 
threshold value lies somewhere in between of 4.01 and 4.99. Here, the value assumed is 
that just between the middle-value and the first value indicating implementation. For a 7-
degree scale this means above 4.50, for a 6-degree scale above 3.75 and for a 5-degree scale 
the used figure is above 3.508. It should be noted that this discussion on threshold values is 
not held in two of the theses used (Borgenäs & Frid, 2003; Gerdin & Mannberg, 2005), 
whereas Strand and Thurn (2004) make a distinction at 3.5 on their 6-degree scale. Hence, 
the definition of adoption/non-adoption is firmer than in previous studies. 

The purpose of setting this threshold value at a firm level is to strengthen the validity 
(Holme & Solvang, 1991) of this thesis. Unfortunately, the trade-off present from the sub-
jective discussion held above is that reliability (Holme & Solvang, 1991) is lost: using other 
techniques to determine whom is really a target costing implementer might render a differ-
ent result. 

Depending the statistical data available, the threshold value will be treated in one out of 
two ways. If sample variance is not known, the value will simply be tested against the sam-
ple mean. If, however, the variance is known, conducting a one-sided statistical test tests 
the sample mean. More specifically, a t-test is used as it is unknown whether the underlying 
distribution is normal. Also, the sample size is sometimes smaller than the 30 required by 
testing using a normal distribution (Hogg & Tanis, 2006). By testing the mean statistically, 
it can be stated with a degree of certainty that a principle is adopted (Hogg & Tanis, 2006). 
To be specific, the hypotheses tested are the following: 

 H0: The sample mean is less than, or equal to, the threshold value 

 HA: The sample mean is larger than the threshold value 

Rejecting the null-hypothesis (accepting the alternative hypothesis) means the principle is 
adopted and that there is no deviation of target costing use in Sweden compared to the 

                                                

8 7: (5+4)/2 = 4.50, 6: (3.5 + 4)/2 = 3.75 and 5: (3+4)/2 = 3.50. 
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normative literature. Conversely, accepting the null-hypothesis (rejecting the alternative hy-
pothesis) means there is a difference. The questions will be tested on the 90%, 95% and 
99% significance levels (Hogg & Tanis, 2006). 

Next, the questions will be presented in a similar fashion to the framework constructed by 
Ansari and Bell (1997), where four major principles of target costing have been outlined: 
target price, target profit, target cost and value engineering. Each study’s survey questions 
are, based on the underlying assumption of each question, assigned into one of these four 
categories. The assumptions are found by studying the theoretical framework and method 
of each thesis. Also, not all studies cover all questions, which is the reason for some princi-
ples only being viewed from the perspective of one study and others from the perspective 
of two or three studies. 

It is noted that in some cases the studies used report data that contradict each other. When 
this occurs, studies having reported variance receives the highest priority as it can be statis-
tically tested. If studies having reported variance conflict with each other, the study with 
the highest sample size is used as it, according to the central limit theorem, is closest to be-
ing normally distributed and thus will have the higher statistical strength (Hogg & Tanis, 
2006). The lowest priority is assigned to a study only having reported a mean. This reason-
ing was presented from a statistical viewpoint. A researcher with other preferences might 
treat the data differently and it is therefore a reliability (Holme & Solvang, 1991) problem 
here. 

When target costing according to the norm has been presented along with how it has been 
employed in Sweden, a comparison is made to identify differences and similarities. For in-
stance, assume that the normative literature states that Principle 1 and Principle 2 should be 
used, whereas statistical data for Sweden only support that Principle 1 is being used. Hence, 
there is a difference observed for Principle 2 and the underlying reason might be explain-
able by ideology. 

2.3 Analytical framework 
The framework used to explain the differences was constructed by a model designed in 
Bourguignon et al. (2004), as the study links ideology and management accounting in a way 
that makes it suitable to fulfill the purpose of this thesis. Thus, ideology in Japan and Swe-
den, respectively, will be presented firstly on a national level and then on a management 
level. To find literature for these two levels, the search engines discussed above were que-
ried for: ideology, japanese business culture, leadership, management principles and swedish business cul-
ture. The words were also translated into Swedish to broaden the search. These theories will 
be used to try to interpret the empirical findings in an ideological light. As this analysis will 
be built on the authors’ subjective interpretations of the theory, there is a reliability (Holme 
& Solvang, 1991) problem here. 

When looking at the theoretical framework, it is noted that some of the main references on 
Japan date back in time. This is explained with the Japanese being focused on maintaining 
their ancient traditions (Ralston, Holt, Terpstra, Kai-Cheng, 1997; Bhuppa, 2000). Thus, it 
is argued that theories that were valid then are also valid now. 

There is another validity problem present here, that of comparing empirical findings span-
ning over three years with ideology that spans over more than 20 years. It is noted, how-
ever, in Bourguignon et al. (2004) that changes in ideology is a slow process over time and 
thus, what was valid in the 1980s is probably still valid today. 
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3 Theoretical Framework 
Ideology is a complex concept, and therefore its definition will vary depending on who is 
asked (Bourguignon et al., 2004). In this thesis, as well as in the mentioned authors’ work, 
management accounting is studied in the context of ideology. It is therefore reasonable to 
follow their definition of what ideology is: ”[the] beliefs, knowledge and ideas serving to maintain 
social order […] to make people obey as well as to cope with uncertainty” (p. 109). Also, Bourguignon 
et al. (2004) add, these ideological assumptions tend to persist over time and it is therefore 
relevant to include a historical perspective in the discussion. 

The discussion above describes ideology on a national level. However, the purpose of 
management techniques is to handle uncertainty as well as make people follow instructions. 
As the role of a manager is to deal with these two problems, it is argued that ideology exists 
on the corporate level too (Bourguignon et al., 2004). Therefore, there is one ideology in 
Japan and another in Sweden. It is also assumed that the ideology of a firm will affect the 
ideology of the society and vice versa, although the society’s effect on the specific firm is 
higher than the other way around (Ralston et al., 1997). 

Moreover, it is noted that ideology is closely tied to culture and leadership (Ralston et al., 
1997; Jönsson, 1995b cited in Holmberg & Åkerblom, 2006) and therefore, both cultural 
and managerial aspects will be taken into consideration in the following discussion. Simi-
larly to Bourguignon et al. (2004), it should be noted that this discussion on ideology and 
management principles is not intended to be complete, but rather give an outline to ideol-
ogy in Japan and Sweden, respectively. 

3.1 Japan 
In ancient times, the Chinese built their social structure around a highly bureaucratic sys-
tem – the ie. The concept symbolizes a group of people living under the same roof, such as 
a family, and was eventually adopted by the Japanese (Lock, 1998; Bhuppa, 2000). Today, 
these family systems are the main pillar of Japanese society (Lo & Bettinger, 2001) and are 
recognized through two major concepts: ko – duty to parents – and on – reciprocal obliga-
tions between family members (Bhuppa, 2000). 

In practice, ko and on means everyone should respect authorities – the family patriarchs – 
and devote themselves for the greater good of the group – the family (Lock, 1998). In eve-
ryday life, these values are also reinforced by the two primary religions in Eastern culture – 
Buddhism and Taoism. These are religions that put focus on the group rather than on the 
specific individual (Ralston et al., 1997; Lo & Bettinger, 2001). Here, it becomes evident 
that the Japanese are highly influenced by the ancient philosopher Confucius, who stressed 
the importance of the group and the respect for authorities (Dollinger, 1988). 

However, at the turn of the 20th century, the ruling state abolished these old values in favor 
of western values, such as placing a higher focus on the individual (Lock, 1998; Lo & Bet-
tinger, 2001). It goes without saying that these changes did not pass unnoticed as the west-
ern principles were seen as a threat to the moral base of citizenship. Due to this, the old 
family values eventually came to be preserved. Ralston et al. (1997), summarizes the discus-
sion by noting that the concept of the family, where collectivism and consensus is of high-
est importance, has an almost sacred status. Moreover, the authors add, putting oneself 
over the group is by no means an acceptable behavior. 
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In this context, it is important to realize what these values mean in an everyday situation. 
Family members are not only expected to contribute in making the family situation better 
at all times, be it increasing its wealth or solving everyday domestic problems, they consider 
it as a personal failure if they do not succeed doing so (Lock, 1998; Lo & Bettinger, 2001). 
This persistency in always working towards a better end has its roots in the educational sys-
tem. Here, schools train their pupils to never give up in searching for new knowledge that 
can help them excel in the future (Singleton, 1989). Thus, the Japanese are highly perform-
ance oriented, which becomes more evident when furthering the analysis into their man-
agement principles. 

3.1.1 Japanese management principles 
It was stated above that the family is what keeps the Japanese society together. This is also 
true in building corporate networks and managing employees (Asakura, 1982; England, 
1983; Bhuppa, 2000). For instance, during the industrialization, organizations started struc-
turing themselves like the ies, which were built up by honkes – headquarters, comparable to 
the head of a family – and bunkes – branches, similar to the rest of the family (Bhuppa, 
2000). A similar organizational setting is still present in modern Japanese businesses (Lo & 
Bettinger, 2001). 

It was also mentioned above that family members consider it a failure if they do not suc-
ceed in contributing to the family. This high degree of loyalty is also common in everyday 
business live (Lo & Bettinger, 2001). For instance, an employee is not only expected to stay 
in a firm until retirement, but also to buy its products rather than a competitor’s. In return, 
the employee can expect not to be laid off. Also, a career is based on age, very similar to 
the rank a person receives in a family as age increases. An effect of the family-like structure 
is also that employees put great pride in helping their firms prosper over time and therefore 
put a great deal of effort into making it happen (Asakura, 1982). 

These family-like hierarchical structures of Japanese firms have facilitated a system called 
Ringi. Here, junior employees are expected to continuously come up with solutions to intri-
cate problems and suggest these to senior staff. Senior managers are then obligated to bring 
the suggestion forth to their peers for further discussion, should it be determined useful. 
As a consequence, an emphasis is put on the senior staff being non-prestigious and en-
couraging of having younger staff that is more talented in solving problems (Asakura, 
1982). This management culture links back to the discussion on performance orientation in 
society as a whole, meaning that everyone in a firm is constantly trying to find a better way 
of reaping a profit. As a consequence, firms have a built-in focus on remaining competitive 
(England, 1983).  

Following a Ringi-suggestion, a process called Nemawashi kicks in. To be exact, it follows 
when a solution has been received by a manager and has been discussed amongst his or her 
peers. Here, adjacent departments whom are required to co-operate for the solution to be-
come successful are approached. After a period of argumentation, a consensus is reached 
between these co-operating departments on how to continue working with the new solu-
tion. Next to this process, the next organizational level is approached for the same proce-
dure until top-management has finally been involved. When a suggestion has come this far, 
it is rarely rejected as it has been brought up through the organization by consensus deci-
sions (Asakura, 1982). Ralston et al. (1997) add to this that that decisions must be made in 
consensus to be valid in Japanese firms. In this context, Hofstede (1980) suggest that the 
Japanese try avoid uncertainty though formal procedures, such as this decision model. 
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Both the Ringi and Nemawashi processes foster a non-prestigious climate within organiza-
tions. However, it is still of highest importance to pay respect to a decision made by a man-
ager (Asakura, 1982; Bhuppa, 2000) – probably a result of it being seen as a family patriarch 
(Bhuppa, 2000). In England (1983) it is concluded that this respect is visible as workers are 
highly accepting of management decisions. 

In spite of what has been said thus far, Japanese firms are not top-down structured with 
the manager being seen as a commander (Asakura, 1982). This statement is confirmed in a 
study of Ralston et al. (1997), which observed that Japanese managers scored significantly 
lower than their American, Russian and Chinese counterparts regarding how power was 
commanded in a firm. 

Instead a Japanese leader, just like the head of a family, should be viewed as a supervisor, 
guiding the employees into the right direction. Nevertheless, the leader still has the final say 
in discussions regarding what actions are needed, and everybody is expected to stay com-
mitted to this terminal decision (Lo & Bettinger, 2001). On a side note to the discussion on 
leaders, they are expected to take full personal responsibility for the result of the group if 
things go wrong. Despite of the risks associated with being a leader, the positive side is that 
he or she is guaranteed to be a part of higher ranked social group and will thus be met with 
respect (Lo & Bettinger, 2001). 

Finally, on the topic of Japanese managers, they can be seen as a homogenous group shar-
ing the same values (England, 1983). In so, they have a similar way of looking at what 
makes an organization successful in the long run – putting emphasis on group solidarity. 
This is to say that in an environment where employees support other employees, individual 
ambitions are given less priority than making the cross-functional teams work (Asakura, 
1982). This mixing of people from different departments has resulted in a high reliance to 
compromising business life, which facilitates the possibilities of reaching a Nemawashi-
decision in consensus (Asakura, 1982; England, 1983). 

This discussion on how Japanese firms are made to work concludes the discussion on Ja-
pan. Next, ideology on first a national- and then a management level is presented for Swe-
den. 

3.2 Sweden 
Swedish mentality dates back to the days of the regent Gustav Vasa, who was influenced by 
the Protestant ideas that just started to emerge in Germany (Daun, 1989). Over time, these 
ideas evolved into the Swedish Model, where combining economic growth with extensive 
programs for social well fare is the main focus (Holmberg & Åkerblom, 2006). In line with 
this model, there is a high valuation of humane aspects, such as making decisions in a de-
mocratic spirit, or facilitating equality between the genders or between people of all ranks. 
In achieving this socially based justice, Swedes put their trust in the collective – everyone’s 
opinion is equally considered. Rephrased, there is a strong focus on co-operation and help-
ing peers (Holmberg & Åkerblom, 2006). 

Due to this leaning back on the collective meaning, Swedes tend to try to avoid getting into 
conflicts. It also results in them analyzing and discussing a matter from every perspective 
until a group consensus is reached. In the eyes of foreigners, this trust in the collective and 
conflict aversion has resulted in Swedes being reserved, introvert and inflexible (Phillips-
Martinsson, 1991). 
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It could also be argued that the Swedish model has resulted in a tendency to down-prioritize 
financial performance in favor of “softer” goals, such as creating a humane working envi-
ronment (Grenness, 2003). Contributing to this down-prioritization are also systems that 
prevent people from being rewarded for excellence in performance – a progressive tax sys-
tem for individuals and double-taxation on corporate profits as well as dividends (Daun, 
2005). 

Contradictory to what has been said about the importance of the collective above, inde-
pendence and solitude have a positive connotation in the eyes of Swedes (Holmberg & Åk-
erblom, 2006). To clarify, while being expected to contribute towards making the world a 
better place to live in (Daun, 2005), Swedes are also individualistic with regards to perusing 
their personal goals (Hofstede, 1980; Holmberg & Åkerblom, 2006). 

On a different track, Holmberg and Åkerblom (2006) argue that Swedes are future-oriented 
while also being uncertainty avoidant. By means of example for the former statement, they 
add, there is a high degree of monetary spending on industrial research and development. 
Also, compulsory school, as well as university studies, are government funded, which facili-
tates highly educated citizens (Björklund, Eriksson, Jäntti, Raaun & Österbacka, 2002).  
This being future oriented, innovative and technologically advanced is an image Sweden 
has promoted since the mid 1940s. Consequently, there is a strong focus on engineering, as 
Swedes use scientific methods to master the world (Daun, 2005). Moreover, to exemplify 
that uncertainty is a national problem, there is a premium-free health insurance for every 
employee, covering loss of income due to illness or taking care of sick children (Holmberg 
& Åkerblom, 2006). 

Holmberg and Åkerblom (2006) add that being future-oriented, while at the same time 
avoiding the uncertainty might seem contradictive, as the future is generally perceived as 
being uncertain. However, Holmberg and Åkerblom (2006) continue, Swedes emphasize 
practical solutions founded in rational reasoning and therefore they only look at factors in 
the future that they can manage. Hence, the future becomes predictable by disregarding 
factors that are considered uncertain. On a similar vein to Sweden being a rational country, 
opinions that are not based upon facts, or that lack impartiality, are regarded as irrational 
and therefore not further considered. Due to this, Swedes are often perceived as being ana-
lytical (Daun, 2005). 

In addition to this, Sweden was historically an agricultural society comprised of villages that 
normally did not communicate with each other. Therefore they had no one to ask but 
themselves and became accustomed to solving problems and getting the work done on 
their own (Phillips-Martinsson, 1991). This has resulted in Swedes, when traveling the 
world, often use phrases such as ”We do it this way”, and ”Our quality is better”, thereby 
positioning their working methods as being superior those of other countries (Phillips-
Martinsson, 1991). According to Källström (1995), this is due to Swedes’ strong belief in 
their own abilities and capabilities. This discussion on how Swedes perceive themselves 
ends Swedish ideology on a national level. Next is presented ideology in a management 
context. 

3.2.1 Swedish management principles 
On a management level, a leader should act more as a team leader than a commander – 
management principles are founded on the concept of support rather than directives 
(Holmberg & Åkerblom, 2006). This is formalized in that leaders should facilitate a team-
based environment while themselves being consultative and inspirational (Brewster, Lund-
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mark & Holden, 1993; Holmberg & Åkerblom, 2006). However, Swedish leaders are not 
only seen as good team integrators, they also tend to be autonomous and show their hu-
mane sides. This seems logical in given the discussion above of Swedes appreciating soli-
tude and emphasizing independence, while still being concerned for the well being of oth-
ers (Holmberg & Åkerblom, 2006). 

Furthermore, the dominating leadership style in Sweden is often perceived as more relaxed 
as compared to the US or the UK (Brewster et al, 1993). One of the respondents in their 
study illustrates the statement in a clear way by claiming: ”Senior Swedish managers I have met 
are very relaxed in their style – British managers must perform or be fired – this is not the case in Sweden” 
(p. 94). Hofstede (1980) give an explanation for this perception of relaxedness and state it 
is due to the lack of performance orientation and the higher focus on equal distribution of 
responsibility amongst the group members – the collective. Hence, everyone is expected to 
participate in a decision (Holmberg & Åkerblom, 2006), which is made easier by the fact 
that Swedish managers are not prestigious when it comes to asking subordinates for advice 
(Lawrence & Spybey, 1986, cited in Smith et al., 2003). Grenness (2003) supports this view 
by indicating that the characteristics of Scandinavian decision-making models are emphasis 
on democracy and co-operation in order to reach consensus. 

Grenness (2003) furthers the discussion held above on performance orientation, although 
on a management level. The author argues that Scandinavian, and thus Swedish, manage-
ment principles emphasize a humanization of work, democratic ideals and co-operation in 
general over purely financial performance. However, Grenness (2003) adds, this does not 
imply that managers neglect financial matters, but rather that it is down-prioritized. To this, 
Holmberg and Åkerblom (2001) add an interesting perspective – it is not achieving the goal 
that is of most importance in Sweden, but rather how ambitious the attempt is in trying to 
reach it. 

3.3 Outline of similarities and differences 
To conclude what has been learned about Japanese and Swedish ideology and management 
practices thus far, there are mainly differences but also some similarities between the coun-
tries. 

Starting with the similarities, Japan makes decisions in consensus (Asakura, 1982), which is 
also true in Sweden (Daun, 2005; Holmberg & Åkerlund, 2006). Thus there is a strong fo-
cus on the collective in both Japan (Ralston et al., 1997) and Sweden (Holmberg & Åker-
blom, 2006), although there is a slight tendency in Sweden towards being individualistic 
(Hofstede, 1980; Holmberg & Åkerblom, 2006). Also, Japan constructs systems that facili-
tates co-operation (Asakura, 1982), just the way Sweden does (Holmberg & Åkerblom, 
2006; Ralston et al, 1997). Lastly, managers in neither Sweden nor Japan are prestigious, 
but instead carefully consider subordinates’ suggestions of ways to improvement (Asakura, 
1982; Holmberg & Åkerlund, 2006; Smith et al, 2003). A summary of the similarities is pre-
sented in Table 3-1 below. 

Similarities 
Decisions are made in consensus 
The focus is strong on the collective, although Sweden has a slight tendency towards being individualistic 
Making group decisions in consensus is important 
Managers are not prestigious 

Table 3-1 – Similarities between Japan and Sweden 
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Looking at the differences, whereas the Japanese structure their organizations as a family 
(Bhuppa, 2000; Lo & Bettinger, 2001), Swedish organizations are constructed in accor-
dance to the way employees are expected to act (Holmberg & Åkerblom, 2006; Smith et al, 
2003). 

Next, although uncertainty is avoided to a large extent in both countries (Hofstede, 1980), 
it is done differently in Japan (England, 1983), as compared to Sweden (Holmberg & Åker-
lund, 2006). Also, there is a high focus in Japan on the present (Hofstede, 1980), while 
Swedes tend to look more towards the future (Daun, 2005; Holmberg & Åkerlund, 2006). 
Being oriented towards financial performance is a must in Japan (Asakura, 1982; England, 
1983). In Sweden, managers instead focus on increasing performance in humanistic areas 
(Grenness, 2003; Smith et al, 2003). Also on performance, the Japanese have a strong tradi-
tion of being loyal towards their employers/employees and therefore work hard (Asakura, 
1982), whereas the Swedish system is designed not to reward excellence thus preventing 
hard work from being fruitful (Daun, 2005). 

On the topic of being a leader, Japanese managers are treated with respect (England, 1983). 
Swedes relationship to their managers is more relaxed (Brewster et al, 1991). Also, the 
Japanese manager is a supervisor, not a commander (Asakura, 1982). Similarly, the Swedish 
manager is a team-leader, not a commander (Brewster et al, 1991; Holmberg & Åkerlund, 
2006). Finally, the Swedes perceive themselves as superior in terms of engineering skills and 
strive to keep this image alive abroad (Daun, 2005). There are no similar observations of 
Japan. A summary of this discussion is presented in Table 3-2. 

Japan Sweden 
Organizations have family-like structures Organizations are constructed to conform employ-

ees to a certain way of acting 
Uncertainty avoided through increased knowledge Uncertainty avoided by ignoring factors that cannot 

be understood through logical reasoning 
Focused on the present Focused on the future 
Financial performance-oriented Humanistic performance-oriented 
It is expected to be loyal towards the employer Loyalty towards the employer is of no use 
Managers are treated with respect The relationship towards managers are more relaxed 
Managers instruct their subordinates Managers motivate their subordinates 
Important to keep up the image of being strong in 
performance improvements 

Important to keep up the image as a technologically 
advanced country 

Table 3-2 – Differences between Japan and Sweden 
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4 Empirical Findings and Analysis 
The following discussion will take its stance in the principles of target costing that must be 
used by a firm to be considered as an implementer according to the normative literature. 
Compared to this is target costing as used in Sweden and finally, differences will be out-
lined for further processing through the theoretical framework. 

As a background to target costing, it was noted in the introduction that competition started 
to increase in the 1960’s (Tanaka, 1993). Since then, globalization and lean enterprises has 
intensified the situation, which in turn has resulted in short product life cycles. Also, cus-
tomer preferences have shifted towards demanding high quality products that offer innova-
tive solutions to complex problems at reasonable prices (Cooper & Chew, 1996). 

To meet with these new market requirements better, the target costing concept was devel-
oped (Hibbets et al., 2003). The technique bridges price establishing market mechanisms 
and long-run profit margin requirements with internal operations control in order to ensure 
that unprofitable products never reach the market (Gagne & Discenza, 1995). 

In practice, the product’s maximum allowable selling price, given certain functions at a spe-
cific quality, is assessed based on market force mechanisms. Subtracted from this allowable 
selling price is a pre-determined profit margin and what eventually remains is a product 
level target cost. This cost should not only cover the actual costs of developing the prod-
uct, but also costs like invoicing, repairs, maintenance and support (Ansari & Bell, 1997). 

4.1 Defining target price 
In setting the target price, four key determinants are used. Initially taken into consideration 
is what customers demand in terms of functions and features, as determined by market sur-
veys (Ansari & Bell, 1997). 

Authors Scale Mean Stdev n T-value Sig. level / above threshold 
Borgenäs 

& Fridh 
(2003) 

7 3.85 n/a 13 n/a No (<4.50) 

Strand & 
Thurn 
(2004) 

6 3.94 1.00 65 1.53 Not significant 

Gerdin & 
Mannberg 

(2005) 

5 3.91 0.87 22 2.21 **9 

Table 4-1 – Extent firms look at what features and functions customers demand 

Table 4-1 shows that Borgenäs and Fridh (2003) have tested this first principle of target 
pricing. As their mean is lower than the threshold value, their result does not confirm that 
the principle is used. The two other studies (Strand & Thurn, 2004; Gerdin & Mannberg, 
2005) test this question too. In line with the chosen method, however, the result of Strand 
and Thurn (2004) prevails as it has the highest sample size. It is therefore concluded that 
Swedish firms do not investigate what customers demand in terms of features and func-
tions. 

                                                

9 * = 90%, **=95%, ***=99% 
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According to Ansari and Bell (1997), the next step in the target costing process is to short-
list functions and features suggested by the research and development team as solutions to 
the customer requirements observed while employing the first principle. The items on the 
shortlist are then polled against customers to assess what they would be willing to pay for 
them. 

Authors Scale Mean Stdev n T-value Sig. level / above threshold 
Borgenäs 

& Fridh 
(2003) 

7 5.29 n/a 14 n/a Yes (>4.50) 

Gerdin & 
Mannberg  

(2005) 

5 3.05 1.13 22 -1.97 Not significant 

Table 4-2 – Extent firms assess what price the market can carry 

In Table 4-2, the data of Borgenäs and Fridh (2003) gives an indication of the mentioned 
principle being used. Statistically their results are contradicted by Gerdin and Mannberg 
(2005) and in line with the chosen method for this study, it is therefore concluded that this 
pricing technique is not being used. 

Thirdly in the pricing process, according to the norm, competitors’ products are disassem-
bled to determine what customer value they offer. Also assessed is what the costs are to 
manufacture these features and functions. Further, surveys are conducted with the firm’s 
customers, as well as with the competitors’ customers. The whole process is done in order 
to determine which product is most probable to come out on top with regards to price, 
quality, functions and features. Following this, a price adjustment is made, if required to 
achieve a good market position against competing products (Ansari & Bell, 1997). 

Authors Scale Mean Stdev n T-value Sig. level 
Gerdin & 
Mannberg 

(2005) 

 5 4.09 0.97 22 2.85 *** 

Table 4-3 – Extent firms assess strengths and weaknesses of competitors’ products 

With regards to this principle, the data of Gerdin and Mannberg (2005) indicate that it is 
being used, as noted in Table 4-3. 

Finally, the firm sets a market share goal and changes the product’s price based on this tar-
get. A high desired market share implies a lower selling price, and vice versa, given that the 
product lacks features differentiating the product from the field of competitors (Ansari & 
Bell, 1997). 

Authors Scale Mean Stdev n T-value Sig. level / above threshold 
Borgenäs 

& Fridh 
(2003) 

7 3.21 n/a 14 n/a No (<4.50) 

Gerdin & 
Mannberg 

(2005) 

 5 3.73 0.94 22 1.15 Not significant 

Table 4-4 – Extent firms take desired market-share into consideration 

In Table 4-4, the final principle, market-share based pricing, is tested by Borgenäs and 
Fridh (2003), who note that is not being used. Their result is also confirmed by Gerdin and 
Mannberg (2005), and it is therefore concluded that the principle is not used in Sweden. 
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Principle Used in Sweden Difference Observed 
Surveying customer requirements   No Yes 

Price market can carry No Yes 
Studying competitors’ product line Yes No 

Market share-based pricing No Yes 

Table 4-5 – Observed differences in the target price-process 

It is noted in Table 4-5 that Swedish firms in general do not employ target pricing tech-
niques, let alone comparing their products to that of competing firms. In analyzing these 
findings it should be remembered that one of the main purposes of assessing a target price 
is to reduce uncertainty (Ansari & Bell, 1997). According to Hofstede (1980), Sweden is a 
society trying to avoid uncertainty, which makes the non-use of target price contradictive to 
the country’s ideology. An explanation to this result is possibly found in the way uncer-
tainty is managed. Whereas the Japanese reduce it by constantly focusing on acquiring new 
knowledge (Singleton, 1989), Swedes, in their rationality and reasoning (Daun, 2005), disre-
gard from uncertainty factors they consider irrational (Holmberg and Åkerblom, 2006), 
such as what the perceived customer value of a product is, and therefore do exert them-
selves to analyzing them. 

Another reason for the target pricing technique not being used could be the difference in 
performance orientation. The Japanese are oriented towards financial performance (Asa-
kura, 1982), such as setting the highest possible price for product. In Sweden, finding out 
what the optimal price is not equally important as more humane aspects, like equality be-
tween men and women, are ranked higher (Grenness, 2003). 

Further, surveying what customers currently require is not done by Swedish firms. Here, it 
is possible that an explanation is found in the fact that Swedes are more interested in the 
future than in current market situations (Holmberg & Åkerblom, 2006), which is quite the 
opposite to how the Japanese act (England, 1983; Hofstede, 1980). Also, an explanation to 
why Swedish firms do not assess what price the market can carry might be found by look-
ing at their focus on engineering innovative and unique products (Daun, 2005), which they 
perceive as superior to products of other firms (Phillips-Martinsson, 1991). Hence, since 
uniqueness implies that there are no substitutes, customers have no choice but to pay 
whatever the product’s price is. The rationale would be that if this is true, why waste time 
and money asking customers what they are willing to pay for something that cannot be 
found elsewhere? 

Next, on the topic of not using market share-based pricing, it may seem contradictory as 
Swedes value formal and rational thinking (Holmberg & Åkerlund, 2006), and this way of 
calculating the price is rational in its nature. However, the image of Sweden being innova-
tive (Daun, 2005), as discussed above, might also imply that market-share based pricing is 
uncesseary due to the novelty of the products. 

Returning to the discussion of principles used in the normative literature with regards to 
determining a target price. What is said above on pricing techniques is applicable for new 
products. When pricing existing products there are instead three techniques are widely used 
in a complemental manner. Number one is the function based adjustment technique, 
where, if product functions or features are added or removed as compared to previous 
models, the price will be affected (Tanaka, 1993).  Intuitively, this would lead to continu-
ously increasing prices as features and functions are added to products (Ansari & Bell, 
1997) to differentiate (Porter, 1985) products from the field of competition. Reality, how-
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ever, differs from this suggestion as technology costs tend to decrease over time (Ansari & 
Bell, 1997). 

Next, physical attribute-based adjustment is rather similar to the function based adjustment 
method as the fundamentals are the same for both techniques. The only difference is that 
physical attributes such as design and performance are the price determinant. Also available 
in the price setting process is the competitor-based adjustment, where prices are adjusted 
by comparing the product with competitors’ counterparts regarding features, functionality 
and price. There are some limitations with this method as it is of no use for complex prod-
ucts, such as automobiles, as there are many determinants for price differences on such 
products (Ansari & Bell, 1997). Unfortunately, previous studies in Sweden have not made 
the distinction between existing products and new products. Therefore, these pricing tech-
niques are not further analyzed. 

4.2 Defining target profit 
Second in the target costing process is calculating a desired profit margin for the products 
sold. This is done by taking into consideration the firm’s long-term strategy and linking it 
to short-term sales objectives. For instance, in the short run, product mix characteristics 
such as sales volume, product mix and the product’s position in the market are considered 
(Tani, Okano, Shimizu, Iwabuchi, Fukuda & Cooray, 1994). 

Authors Scale Mean Stdev n T-value Sig. level 
Gerdin & 
Mannberg 

(2005) 

5 3.41 0.96 22 -0.44 Not significant 

Table 4-6 – Extent firms consider short-run profit requirements 

When looking at data on short-run requirements, as shown in Table 4-6, Gerdin and 
Mannberg (2005) note that there is no support of it being taken into consideration. 

Furthermore, in the long run, products that carry large initial investments must make a po-
sitive contribution. To exemplify problems regarding the long-long profitability strategy, if 
the product life cycle is short, the profit margin must be high for this contribution to be 
positive. Conversely, if the margin is low the life cycle must be extended. Also, some prod-
ucts require reinvestments to remain competitive in the market and in those cases, the re-
quired margins are re-evaluated (Cooper & Slagmulder, 1997). 

Authors Scale Mean Stdev n T-value Sig. level 
Strand & 

Thurn 
(2004) 

6 3.29 0.84 95 -5.40 Not significant 

Gerdin & 
Mannberg 

(2005) 

5 4.45 0.74 22 6.02 *** 

Table 4-7 – Extent firms consider their long-run profitability strategy 

In terms of long-run strategy achievements, Strand and Thurn (2004) show that firms do 
not take this aspect into consideration when determining profit margins (Table 4-7). Inter-
estingly, Gerdin and Mannberg (2005) reach a result strongly contradicting this (high t-
value). In line with the chosen method, however, the result of the former authors prevails 
and it is concluded that long-run profitability strategies are not considered in Sweden. 

Determining the target profit margin in practice is often done by comparing return on as-
sets (ROA) with industry data. Also, the firm’s asset base is assumed to remain fixed until 
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new technologies emerge and therefore asset turnover is taken from industry-data as well. 
Using this information, return on sales (ROS) is solved for (Ansari & Bell, 1997). If the re-
ached target cost is not viable, it is also common to lower profit margins for one product in 
the mix and at the same time increase that of another product in order to return to the 
previous state of equilibrium (Cooper & Slagmulder, 1997). Unfortunately, previous studies 
in Sweden have not investigated how the target profit is set. Therefore, this principle is not 
further analyzed. 

Principle Used in Sweden Difference Observed 
Short-run profit requirements   No Yes 
Long-run profitability strategy No Yes 

Table 4-8 – Observed differences in the target profit setting-process 

In explaining the results of Table 4-8, it is logical that the target costing method incorpo-
rates short-run requirements as the Japanese focused towards the present in order to avoid 
uncertainty (Hofstede, 1980). It is equally logical that Swedes do not employ this principle 
as they are focused on what will happen in the future (Holmberg & Åkerlund, 2006; Daun, 
2005). In analogy with this discussion, it is surprising to see the Japanese focused on the 
long-run while at the same time the Swedes are not. 

Also, performance is primarily not measured in financial terms in Sweden (Grenness, 
2003). Hence, overall financial profitability is not of primary concern for Swedish manag-
ers. This may explain why neither short-term nor long-term is considered important in 
Swedish firms. Furthermore, the Swedish self-perception of being innovative and future-
oriented (Daun, 2005) may also contribute to the explanation of why neither short-term 
nor long-term profitability is considered. Put differently, profitability may be down priori-
tized in order to maintain the Swedish image of a technologically advanced country. 

Finally, it is interesting to note that how strongly the data of Strand and Thurn (2004) con-
tradicts Gerdin and Mannberg (2005), which could be argued to be linked to some differ-
ences in the observed populations. For instance, outliers (Hogg & Tanis, 2006) in one of 
the studies could be sampled from an industry where profitability’s importance is related to 
institutional forces on leaders (c.f. Hellgren & Melin, 1993). 

4.3 Obeying the target cost 
When the first two steps of target costing are completed, a maximum allowable cost is cal-
culated and keeping this cost firm is cardinal rule of target costing (Cooper & Slagmulder, 
1997). By capping the cost of developing a product, the firm has a tough limit of what a 
product should cost in development, including sales, marketing and post-sales services. 
Another way of putting this is that target costing forces employees to kill a project if targets 
are not met as it will never reach a satisfactory profit (Ansari & Bell, 1997). 

Authors Scale Mean Stdev n T-value Sig. level 
Strand & 

Thurn 
(2004) 

6 3.52 0.71 36 -1.94 Not significant 

Gerdin & 
Mannberg 

(2005) 

6 3.74 0.90 22 -0.57 Not significant 

Table 4-9 – Extent firms obey target cost 
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In Sweden, Strand and Thurn (2004) as well as Gerdin and Mannberg (2005) report that 
products are not killed during the design phase if target costs are not met. Hence, this prin-
ciple is not being used. 

Also, it is crucial that costs are not shifted over to suppliers, but managed internally in the 
organization, mainly on a product- and component level (Cooper & Slagmulder, 1997). In 
this context, Cooper and Chew (1996) stress the importance of having valid targets. Targets 
that require a substantial amount of effort but not are unachievable, hence keeping the em-
ployees motivated to work towards keeping the target cost. For this to be successful, cost 
estimation systems with a high degree of accuracy are needed. Unfortunately, valid targets 
and the management accounting systems’ precision are not tested in previous studies and 
will not be further analyzed here. With regards to at what level target costs are set, Table 4-
10 gives indicative input. It is important to realize here that whereas those having answered 
these questions are indeed target costing users (in their own view), the sample size is low 
and thus the data might be unreliable. 

Authors Question Scale Mean n 
Borgenäs & Fridh (2003) Targets are set for suppliers to achieve Yes 100% 14 
Borgenäs & Fridh (2003) Targets are set on a specific product level Yes 92.9% 14 
Borgenäs & Fridh (2003) Target costs are set on a component level Yes 78.6% 14 

Table 4-10 – Where target costs are managed 

Nevertheless, it is noted by Borgenäs and Fridh (2003), that the internal focus on keeping 
costs is strong on the product-, and component level. The same study also suggests that 
costs are shifted over to suppliers, which was noted above not to be in line with the target 
costing model. 

Principle Situation in Sweden Difference Observed 
Target cost is kept firm No Yes 

Costs are shifted over to suppliers Yes Yes 
Costs are managed internally Yes No 

Table 4-11 – Observed differences in the firmness of the target cost 

Table 4-11 suggests the set target costs are not kept firm, which eliminates the point of us-
ing target costing (Ansari & Bell, 1997; Cooper & Slagmulder, 1997). In explaining this ob-
served difference, focus is turned to the organizational structures in Japan and Sweden, re-
spectively, and what effect this has on managerial practices. 

Firstly, the Japanese use structures similar to that found in a family to organize their firms 
(Bhuppa, 2000; Lo & Bettinger, 2001). In so, the employees will show their loyalty to the 
their family – the firm – by working hard (Asakura, 1983; Bhuppa, 2000). Also, the man-
ager is compared to a family patriarch (England, 1983) and a made decision is thus seen as 
words of wisdom to improve the situation of the firm. In other words, the Japanese will 
put in a great deal of effort to reach a target cost. 

Conversely, Swedish organizations are structured to conform employees into a certain way 
of acting (Holmberg & Åkerblom, 2006; Smith et al, 2003). In practice, managers put 
stronger focus on motivating subordinates (Brewster et al, 1991; Holmberg & Åkerlund, 
2006, which is not the same as instructing them the way Japanese managers do (Asakura, 
1982). Thus, management is more relaxed (Brewster et al., 1991), which, combined with the 
lack of loyalty towards the firm, results in that goals set by managers are not seen as crucial 
to keep. 

Moreover, and as already noted, there is a strong focus in Sweden on keeping employees 
satisfied with their working environment. This focus, in fact, is sometimes stronger than 
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keeping financial goals (Grenness, 2003). Hence, it is not unreasonable to suggest that a set 
target cost might become down prioritized in favor of other ”softer” goals. 

Furthermore, the genuine collectivism (Asakura, 1982; Ralston et al., 1997) in Japan con-
tributes to harder group-work in achieving the collectively set target. In contrast, Swedes 
are relatively more individualistic (Holmberg & Åkerlund, 2006) and may wish to pursue 
personal goals rather than working for the greater good of the group. Finally, it is more im-
portant to act than perform in Sweden (Holmberg & Åkerblom, 2001), and therefore, the 
attempt of keeping the cost is valued higher than actually keeping it. 

Finally, Swedes transfer target costs to suppliers, which is not in line with target costing 
(Ansari & Bell, 1997). They also stick to internal cost control, which is in line with the 
model (Ansari & Bell, 1997). It might thus be explained by that Swedes are expected to 
contribute and be concerning for their peers (Holmberg & Åkerlund, 2006), while suppliers 
are not seen as peers in a business context resulting in that it does not matter if costs are 
shifted over to them. 

4.4 Value engineering 
In order to achieve the target cost, value engineering is an integral part of the target costing 
process (Ansari & Bell, 1997). The point of this method is to eliminate the gap between the 
target cost and the actual production cost by either removing features that customers are 
not interested in, or adding those that make it possible to increase the selling price (Cooper 
& Slagmulder, 1997). 

Even though value engineering and target costing are separate methods (Cooper & Slag-
mulder, 1997), it is argued that they are inseparable as the underlying purposes of the two 
principles are the same (c.f. Feil, Yook & Kim, 2004; Shimizu & Lewis, 1998). However, 
one distinction between the two methods is that the starting point in value engineering is 
that its users try to improve the customer value ratio – price to functionality – of a product. 
To do so, the firm either removes non-value adding features or adds those that add value. 
Common techniques employed in Japan for this purpose is teardown analysis and the Nth-
look approach, where the former seeks to detect non-value adding feature and the second 
to improve functionality by emphasizing innovations (Cooper & Slagmulder, 1997). 

Another way of increasing the value ratio is to decrease the manufacturing costs by im-
proving the efficiency in operations, as this could lead to a more competitive price of the 
product. This is mainly conducted by cost-reduction workshops and examination of check-
lists that indicate where major costs incur. Furthermore, competitor's products are com-
monly disassembled in Japan in order to gain insight about how they are composed regard-
ing materials, functionality and processes used. This information is then applied to the 
firm’s own manufacturing process to find ways of improvement. To conclude, the logic of 
value engineering is to increase operational efficiency and distribute the resources spent on 
non-value adding features to value adding features (Cooper and Slagmulder, 1997). 

Noted by these authors is also that most value-engineering takes place on the product- and 
component levels. As reported above, these are the two levels where Swedish firms assign 
their target costs. 
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Authors Scale Mean Stdev n T-value Sig. level 
Strand & 

Thurn 
(2004) 

6 4.41 0.61 65 8.72 *** 

Gerdin & 
Mannberg 

(2005) 

6 3.82 0.96 22 0.34 Not significant 

Table 4-12 – Extent firms focus on removing non value-adding features 

The results of the two studies presented in Table 4-12 are contradictive. Since the study of 
Strand and Thurn (2004) has a significantly larger sample size, it is concluded that Swedish 
firms do indeed remove non-value adding features. 

Authors Scale Mean Stdev n T-value Sig. level 
Gerdin & 
Mannberg 

(2005) 

6 3.82 0.80 22 0.41 Not significant 

Table 4-13 – Extent firms reallocate resources to value-adding features 

Also, as described in Table 4-13, Gerdin and Mannberg (2005) find no support of extra re-
sources being assigned to value-adding features. Unfortunately, whether operational effi-
ciency improvements are made in Swedish firms have not been tested and therefore, this 
principle will not be further analyzed. 

Finally, a successful value-engineering process is characterized by working in cross-
functional teams where co-operation is the key to achieving the target cost (Ansari & Bell, 
1997). 

Authors Department involved in cost achievement Scale Mean n > 4.50 (threshold) 
Borgenäs & Fridh 

(2003) 
Management accountants 7 4.77 13 Yes 

Borgenäs & Fridh 
(2003) 

Finance 7 3.17 12 No 

Borgenäs & Fridh 
(2003) 

Top management  7 5.64 14 Yes 

Borgenäs & Fridh 
(2003) 

The board of executives  7 3.00 13 No 

Borgenäs & Fridh 
(2003) 

Accounting 7 2.31 13 No 

Borgenäs & Fridh 
(2003) 

Product development 7 6.85 13 Yes 

Borgenäs & Fridh 
(2003) 

Product design 7 6.45 11 Yes 

Borgenäs & Fridh 
(2003) 

Purchasing 7 6.21 14 Yes 

Borgenäs & Fridh 
(2003) 

Product planning 7 4.79 14 Yes 

Borgenäs & Fridh 
(2003) 

Production  7 5.29 14 Yes 

Borgenäs & Fridh 
(2003) 

Quality assurance 7 4.93 14 Yes 

Borgenäs & Fridh 
(2003) 

Personnel 7 3.00 13 No 

Borgenäs & Fridh 
(2003) 

Marketing 7 5.07 14 Yes 

Borgenäs & Fridh 
(2003) 

Sales 7 5.21 14 Yes 

Borgenäs & Fridh 
(2003) 

After-market service 7 4.00 14 No 

Borgenäs & Fridh 
(2003) 

Distribution and logistics 7 4.38 13 No 

Table 4-14 – Involvement of different departments 
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The data of Table 4-14 indicates that, let alone the board of executives, the accounting-, 
and the personnel department, there is a high degree of cross-functionality as all depart-
ments, aside from those just mentioned, have an average above the threshold value (Bor-
genäs & Fridh, 2003). Hence, it is concluded that cross-functional teams are present in 
Swedish firms. 

Principle Used in Sweden Difference Observed 
Removing non value-adding features Yes No 

Allocating resources to value-adding features No Yes 
Working in cross-functional teams Yes No 

Table 4-15 – Observed differences in the value-adding process 

In Table 4-15 it is indicated that Swedes do not allocate resources to features that add va-
lue. This result, however, seems unreasonable in the light of the country’s high focus on 
engineering (Daun, 2005). An expected result would be that Swedes, in order to maintain 
the international image of being innovative and future-oriented (Daun, 2005), allocate re-
sources to improve the features that are already regarded as beneficial in the eyes of the 
customers. 

Furthermore, the fact that target price techniques are not used in Sweden, as discussed in 
Section 4.1, may also contribute to an explanation why reallocation of resources to value-
adding features is not conducted. Swedes do not know which features that are considered 
value adding and therefore do not know where to allocate resources. 
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5 Conclusions 
It has been observed in this thesis that comparing the use of costing in Sweden against a 
normative description of how it should work according to Japanese practices renders dif-
ferences. In fact, it was found that none of the major principles in the target costing func-
tion are being used by Swedish firms, which is a remarkable result as it contradicts previous 
findings claiming that target costing is indeed being used in Sweden (c.f. Appendix I). Aside 
from the conclusions drawn below it is important to note that these contradictive results 
could be explained by the choice of method, which is further discussed in Section 5.1 be-
low. However, when using ideology to try to find an explanation to these findings it was 
noted that there were not only arguments supporting the differences, but also some that 
made it questionable if ideology really can be used as an explanatory factor in this context. 

Starting with the cons. In Japan, long-run factors should not be taken into consideration as 
the ideology emphasizes the present. Yet, long-run factors are of major concern in the tar-
get profit setting process. Also, long-run profitability strategies should be a major concern 
in Sweden, as being future oriented is a main part of the country’s ideology. Surprisingly, 
the opposite was indicated by empirical findings. However, there are also arguments in 
support of that there should be differences between Sweden and Japan in terms of how 
target costing is used. The following are factors of Swedish ideology that were used to ex-
plain differences in implementation: 

Principle Explaining factors according to Swedish ideology 
Avoids uncertainty by ignoring factors that cannot be 
understood through logical reasoning 
Important to keep up the image as a technologically ad-
vanced country 
Humanistic performance-oriented 

Target Price 

Focused on the future 
 

Important to keep up the image as a technologically ad-
vanced country  
Focused on the future 

Target Profit 

Humanistic oriented 
  

Humanistic oriented 
Loyalty towards the employer is of no use 
The relationship towards managers are more relaxed 
Sweden has a slight tendency towards being individualis-
tic 

Target Cost 

More important to act than to perform 
  
Value-engineering Important to keep up the image as a technologically ad-

vanced country 

Table 5-1 – Summary of explanatory factors to observed differences 

In Table 5-1 it is noted that two factors frequently reoccur as explanatory variables – per-
formance- as well as future orientation (note that keeping up the image as a technologically 
advanced country is a spin-off from future orientation). Interestingly, these are also listed 
as ideological differences between Japan and Sweden (Table 3-2) and it thus appears differ-
ences in implementation of target costing do follow significant ideological patterns. 

Contrasting the arguments in support of ideology being an explaining factor of differences 
in target costing implementation against the arguments that are unsupportive, it seems 
likely that ideology is a reason to the differences in implementation of target costing that 
are observed when comparing Sweden against the Japanese normative literature. Given the 
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cons listed above, however, it is important to realize that there are probably factors other 
than ideology that also can explain differences in implementation. 

An implication of these findings is that Swedish ideology contradicts the fundamental ideas 
of target costing. It is therefore questionable whether target costing ever will gain any 
popularity in Sweden. 

5.1 Method reflections 
In contemplating the results of this thesis, there are a few limitations that must be dis-
cussed. 

Firstly, survey data was gathered from three previous theses on the subject of target costing 
in Sweden. The population looked at in these studies can be summed into being manufac-
turing firms in Sweden with more than 50 employees. Also, the studies were conducted in 
2003, 2004 and 2005, respectively. Thus, this is the only population and time frame for 
which external validity (Saunders et al., 2003) is present. Also the response rates were gen-
erally low in these theses, which negatively affects the validity (Holme & Solvang, 1991) of 
the results. 

Also on the topic of using secondary data, in two out of three studies used, the sample size 
is below the 30 normally required for results to be statistically valid (Hogg & Tanis, 2006). 
This could be a validity-lowering (Holme & Solvang, 1991) explanation to why there were 
differences observed in the implementation of target costing. Further, secondary data has 
general implications as there could be errors made in sampling the data that are not trace-
able (Saunders et al., 2003). 

Moreover, it was discovered before choosing an exact research problem that many studies 
had already been conducted in Sweden to investigate what principles of target costing were 
used. As the main purpose here was not to map target costing, but to compare its use in 
Sweden against literature, there was no point in gathering primary data (Holme & Solvang, 
1991). This choice, however, came to affect the validity and reliability (Holme & Solvang, 
1991) of the result in the following ways. 

Firstly, the major weakness of this study is derived from an attempt to increase validity 
(Holme & Solvang, 1991) by assuming a threshold value where target costing can be said to 
have been implemented. When lowering this value it was observed that many more target 
costing principles could be considered as implemented. Thus, reliability (Holme & Solvang, 
1991) is affected in that other researchers might conclude that another value is more ap-
propriate as a threshold, which is the case in for instance Strand and Thurn (2004). 

It should be noted that the need of defining threshold values is really a problem derived 
from the original data sources, where Likert-scales were used. Likert-scales measure a rela-
tive opinion about a subject, while target costing principles must be implemented in abso-
lute terms. This method is therefore not relevant to use to measure target costing imple-
mentation. 

Moreover, not all aspects of target costing according to theory were covered in the studies 
analyzed. By means of example, firm’s innovativeness was not surveyed in any of the used 
studies, although it is a main aspect of the value-engineering process in target costing (An-
sari & Bell, 1997). Thus, what this study does is compare a ”full” description on target cost-
ing according to literature with an incomplete description of target costing in Sweden. The 
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non-surveyed aspects might be so contradictive to Swedish ideology that they alone serve 
as the main explanatory variables to fulfilling the purpose. Thus, there are clearly reliability  
(Holme & Solvang, 1991) problems here as another researcher might query the whole spec-
tra of principles and reach a different conclusion. 

Another reason for the observed results could be that target costing is indeed being used in 
Sweden, although in a way adopted for the Swedish environment. Thus, when using Japa-
nese normative literature to pose questions (which is the case in all three theses used), they 
are not asked in a way that is understandable by Swedish managers. 

Finally, the authors of this thesis are not experts neither in Swedish nor Japanese ethnol-
ogy. If differences are explained using the ”wrong” theories, the reliability (Holme & Sol-
vang, 1991) is lost. Finally, target costing as used in Sweden is compared to sources on how 
the method works according to Japanese practices. If, however, the literature used as a 
normative descriptions incorrectly report what target costing is, the observed differences 
will lack validity (Holme & Solvang, 1991). It could be argued that the authors being Swed-
ish reduces this reliability problem, as them being a part of the society allows for judgment 
of what is relevant or not in terms of describing domestic ideology. Unfortunately, the ex-
act opposite is true for Japan. 

5.2 Suggestions for further studies 
Throughout this thesis, target costing has been tested on a macro-level in Swedish firms, 
meaning the major outlines of target costing have been discussed without going in-depth of 
how financial operations control is managed on a daily basis. Given this background, it 
would be interesting to firstly isolate one of the principles in the target cost function – tar-
get price, target profit or target cost. The next step would be to find a firm using target cos-
ting and scrutinize this principle to build a framework explaining with precision how target 
costing works in Sweden. This would contribute to literature as there appear to be little, if 
any, information on applied target costing use in Sweden. 

Also, it was noted in the empirical findings section that not all principles mentioned in lit-
erature have been statistically tested on Swedish firms. It would be interesting to do so in 
order to statistically complete the picture on what target costing principles are being used. 

Finally, it has been argued that the main purpose of target costing is to reduce the risk of 
not making a sufficient profit (Cooper & Chew, 1996; Ansari & Bell, 1997; Cooper & 
Slagmulder, 1997). In this context, it would be interesting to see if the low implementation 
rate of target costing in Sweden can be related a discussion on whether Swedes are more, 
or less, risk averse than the Japanese. 
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Appendix I  – Overview of previous research in Sweden 
Authors Purpose Study Design Result 

Dahlin & Lars-
son (1999) 

To investigate if target 
costing is applicable on 
small service oriented 
firms. 

Case study of one small 
sized firm. 

Target costing is applicable on service ori-
ented firms if the company can identify 
and define the different parts in the serv-
ice properly. 

Andersen & Ek-
ström (2002) 

To examine if there 
are any differences and 
similarities between 
the cost management 
systems used in service 
oriented companies, 
and target costing. 

Case study of four serv-
ice oriented firms. 

None of the studied companies has any 
similarities to target costing in their cost 
management system. 

Hofverberg & 
Olofsson 

(2002)* 

To examine the pene-
tration of target cost-
ing in the service sec-
tor and if the compa-
nies in the service sec-
tor has the prerequi-
sites for target costing. 

Case study of three 
companies in the trans-
portation and logistics 
business sector. 

Each company in the study has imple-
mented at least some parts of target cost-
ing. However, the prerequisites for target 
costing seems to absent in the investigated 
firms. 

Eriksson & 
Holmström 

(2002) 

To investigate if target 
costing affects effi-
ciency. 

Survey on manufacturing 
companies. 

Target costing has a positive effect on ef-
ficiency, but a negative effect on produc-
tivity. 

Engberg & 
Tingvall (2002)* 

To investigate the fa-
miliarity of target cost-
ing in Swedish firms 

Case study of six com-
panies, where three of 
them were manufactur-
ing firms and the other 
three were service firms 

Every company in the study seemed to be 
familiar with at least some aspects of tar-
get costing. 

Karlsson-
Broström & 

Malm (2002)* 

To investigate if com-
panies use target cost-
ing in product devel-
opment. 

Case study of two manu-
facturing firms. 

None of the investigated firms used target 
costing on an aggregated level, although 
some similarities were identified in the 
business processes. 

Borgernäs & 
Fridh (2003)  

To examine penetra-
tion of target costing 
in manufacturing 
firms. 

Survey based with a sam-
ple size of 250 manufac-
turing firms with more 
than 50 employees. Re-
sponse rate: 36.4%. The 
data was described but 
not tested for statistical 
significance. 

16.5% of the respondents used target 
costing. The low ratio is explained by lack 
of knowledge about the method. 

Ernhede, Har-
ryson & Klang 

(2003) 

To investigate how 
target costing has been 
implemented in a 
Swedish company. The 
result is compared to 
theory. 

Case study on one com-
pany. 

Several similarities between the way target 
costing is implemented in the company 
and the theoretical suggestions. 

Granlund & 
Mustonen 

(2003) 

To examine which 
possibilities and hin-
drance medium sized  
companies may expe-
rience of implementing 
target costing, and if 
these differ depending 
where in the value-
chain the company is 
positioned. 

Case study of three me-
dium sized companies, 
where one is a subcon-
tractor and the remaining 
two are end-producers. 

Target cost may be a way of reducing the 
costs, and the product live-cycle may be 
an obstacle for implementing it. The posi-
tion in the value-chain seem to have little 
effect on the possibility of adoption of 
target costing. The type of business that 
affects the adoption of target costing. 

Hindrikes & 
Karlsson (2003) 

To examine whether 
target costing is only 
beneficial to certain 
types of companies. 

Case study of a firm with 
high fixed costs 

Target costing might be more suitable for 
some companies. 

                                                

* The summary is based on a web-abstract of the thesis. An original copy could not be retrieved. 
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Driscole Ganye 
(2004) 

To identify if and how 
target costing is used 
in Sweden 

Survey based with a sam-
ple size of 41 firms in 
various industries. Re-
sponse rate: 75.6%. The 
data was described but 
not tested for statistical 
significance. 

51.6% of the respondents used target 
costing. Sweden is in the league of target 
costing users, which is explained by the 
management styles in Sweden and Japan 
being similar. Most firms who claim to use 
the system probably designed it them-
selves. 

Hultdin & Sten-
lund (2004) 

To examine whether 
target costing can re-
duce uncertainty in 
product development 
decision-making  

Case study of a medium 
sized manufacturing 
firm. 

A well-working target costing process may 
reduce uncertainty in decision-making 
concerning product development through 
the strong emphasis on the market. 

Strand & Thurn 
(2004) 

To investigate the 
penetration of target 
costing in medium 
sized firms, and if the 
size of the company 
may affect adoption. 

Survey based on a sam-
ple of 280 randomly 
chosen companies with 
20-100 employees. Statis-
tically tested using re-
gression analysis and 
correlation tests. 

15-30% of the respondents used the fun-
damental parts of target costing. The dif-
ferent part were used to a greater extent in 
medium sized firms than small sized. 
However, none of the respondents used 
the entire process. 

Hedlund & 
Holmqvist 

(2005) 

To investigate to what 
extent manufacturing 
firms use target cost-
ing. 

Case study of three 
firms. 

The studied firms use target costing rang-
ing from to a large extent to barely at all. 

Gerdin & 
Mannberg 

(2005) 

To examine penetra-
tion of target costing 
or aspects of it as well 
as examine how target 
costing is used in large 
Swedish manufactur-
ing firms with more 
than 250 employees. 

Survey based on a sam-
ple of 70 firms. 

There is a pattern indicating that target 
costing is used in large Swedish manufac-
turing firms as many of the respondents 
used all different aspects constituing target 
costing.   

Ax, Greve & 
Nilsson (2006, 

work in pro-
gress) 

To test whether there 
is a positive relation-
ship between a firm 
percieved their envi-
ronment as uncertain 
and them adopting tar-
get costing. 

Survey based on a sam-
ple of 250 manufacturing 
firms with more than 50 
employees. Response 
rate 24.4%. The data was 
statistically tested using a 
multivariate regression 
model. 

There is a relationship between percieved 
uncertainty and implementation of target 
costing, which tends to weaken as envi-
ronmental uncertainty increases. 

 


