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This research attempts to develop a system for purchasing target costing 

for a case company with the Engineer-to-Order company characterized by high 

product variety and small order quantities. The research purpose is to develop a 

set of guidelines on purchasing process to solve the problem of price disadvantage 

due to high product cost. The problem presently arises because the case company 

has been totally supplied a single supplier in Europe and has never put in place 

any formal procurement system 

The study applies the so- t costing" principle 

and is divided into 4 steps. 1. sets up a management-level team to determine 

strategic decision and related working policy. 2. Selects a pilot product and 

identifies the target costs for all required components in the lights of the market 

price and profit margin. 3. Categorizes suppliers by applying the risk analysis tool 

and evaluate and select suppliers based on a set of established criteria. 4. Verifies 

that the achievement of target costs and the implement ability of the developed 

purchasing process. The initial assessment indicates that the developed process 

will likely reduce the cost of the pilot product by 34%. It should be noted that the 

awareness of the problem and in transforming their mindset and attitude 
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