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"Using the target cost method to rationalize the cost of
banking services in light of the digital transformation"
(An Empirical Study)

—  ADR/Mohammad Mohammad Ibrahim Mansour - DR/Abdel-Rahman Mustafa Abdel-Azim
Faramawy - Naglaa Ahmed Mustafa Mahmoud - Researcher

Abstract

The study aimed to identify the use of the target cost method to rationalize the cost of
banking services in light of the digital transformation, as well as the impact of using the
target cost method to rationalize banking services in commercial banks specifically and
its impact on improving financial services in light of the conditions of the Egyptian
environment. In what is the effect of applying the target cost method on rationalizing
the cost of banking services in light of the digital transformation, which are represented
in the following questions: Does the cost method help in rationalizing administrative
decisions? Does the cost method help in measuring the cost of services? The importance
of the research is that the application of the concepts of target cost in the areas of
measurement, control and decision-making to clarify the impact of this on the cost of
banking services. And through an applied study at Banque Misr in Cairo / Arab
Republic of Egypt to support competitiveness while maintaining and improving the
quality of those services to meet the prevailing competition in this sector and provide
the necessary ingredients for implementation. Through this research, the researcher
sought to achieve a main goal, which is to try to identify the possibility and
effectiveness of using the method and tools of target cost management in the field of
cost rationalization and pricing of services in commercial banks. The research resulted
in results and recommendations: Results: - The application of the target cost method in
Egyptian banks Which works to rationalize costs by excluding activities that do not add
value and getting rid of wasteful aspects, which leads to cost rationalization. The
application of the target cost method leads to continuous improvement of banking
services to meet customer needs. Recommendations: - Attract qualified cadres and
technical expertise who are able to apply this model efficiently and effectively in the
banking sector institutions. - Training and qualifying workers in these institutions
through their participation in specialized courses to teach them the role of the tools and
methods used in cost management and to introduce them to the advantages achieved by
applying them. Work on developing cost systems in the Egyptian banking sector to keep
pace with the continuous development of digital transformation in the provision of
banking services. As well as taking into account the regulatory controls issued by the
Basel Committee on Banking Supervision.

Key words: Target costs«cost savings+ banking services« Digital Transformation
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