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Mr. Fox described the failures ol current cost concepts : They encourage us 10 be

cfficient locally which destroys performance globally (Jayson, 8., 1987, P.19).
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"There really is no choice in this matter. Either you manage constraints o they manage you"
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" At one of the sites we visited, the manager feels that there must
be a system for developing unit product cost for pricing decisions
and for evaluating brand managers” (Noreen, et. Al, 1995, P.25).
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"Current cost concepts lead us to build inventory profits that are not real profits"(p.19)
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"Any time wasted or lost on a constraint results in a loss of throughput and

profits"(p.xxiv).
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"Managers at a number of sites we visited stated that they now are
evaluating alternatives based primarily on the impacts on throughput,
operating expenses, and assets" (Noreen, et al., 1995, PP. 19, 20).
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"4 many consumer-goods industries, the products are not sold directly to
the consumer by the manufacturer, but rather through distribution chains.
In most cases, those distribution channels reserve the right to return
merchandise without even an explanation. it seems very inappropriate that
a sale is recorded when products are shipped the distribution comipanies,
even though the transaction is certainly reversible....The sale should be
recorded when an irrevocable transaction has occurred with the
consumer....Excess products in the distribution pipes just increase the
distance between the producer and its ultimate client. This is almost a
recipe for a future loss in throughput” (Goldratt, E., 1990, PP.20,22).
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Matrix M2

S AT Aiad Gglie S

-0.74385  2.10266 -0.02980Q
-0.17778 -0.18032 1.01714
1.92163 -0.92234 0.01266

LS il Gl Gl aiene 5 JBN Ao 50 5 el B Gn ISE X0 (! ke S

Row ci cz Cc3 c4 c5

1 2.2 1.6 168 0.275 0.000256
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The regression equation is
c9 = 0.340 C10

Predictor Coef SE Coef T
Hoconstant
ci0 ©.33954 0.01020 33,29
s = 159188

analysis of Variance

Source bF ) MS
Regression 1 2.80893E+13 2.50B93E+13
Residual Error 11 Z.78747E+11 25340678095
total 12 2.83680E+13
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The regression equation i3
Cl6 = 134738 + 0.643 €20
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Constant 134738 112751 1.20 0.260
cz0 0.6425 0.2107 3.05 0.012
S = 40049 R-5q = 48.2% R~Sqladj) = 43.0%

Analysis of Variance

Source DF 35 MS F
Regression 1 14919658088 14919858088 9.30
Residual Error 10 16038852439 1603889244

Total 11 30958750527

P
0.012
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The regression equation is
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Predictor Coef SE Coef T P
Constant 113978 34150 3.34 0.008
c9 2.1940 0.1401 15.66 0.000
s = 23277 R-Sg = 96.1% R-Sqfadj} = 95.7%

Analysis of Variance

Source DFE 58 M5 F
Regression 1 1.32840E+11 1.32840E+11 245.18
Residual Error 16 5418136926 541813693

Total 11 1.38258E+1]

P
0.000
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A Proposed Model to Estimate Product Costs as
a Basis to Transfer Pricing By Using Theory of Constraints
" A Saudian Case Study"

By: Dr. Ali Gaber Saleh
Faculty of Commerce — Tanta University

Abstract
This rescarch is entitled 'A proposed model to estimate product costs as a basis to transfer
pricing by using theory of constraints-A Saudian case study'. One of the main objectives of
this research is to attempt to identify the problems with the current methods of transfer pricing
in regard of multidivisional performance evaluation. Also, the research study attempts 10 us¢
a new management theory TOC' o analyze the problem of transfer pricing. It attempts to
identify the constraints and fill the gap that currentfy exists in the literature.
The research topic is examining two main aspects: fivstly, the interdependency between the
internal performance units in the organization. Secondly, the constraints that might exist and
inhibit the departments and the wholc system to achicve its objectives and to improve its
performance now and in the future.
The research divided into two paris: part (1) includes the theoretical study that introduced a
proposed model pased on the interdependencics and the constraints in the system. Part (2)
includes the empirical study ar a case study of one ol the large Saudian agricultural
organizations.
The findings indicate that the constrained resources should be priced in a different method
(rom the non-constrained ones. § lope that the results of this research study have the potential

to help in the development of the accounting kuowiedge in this field.






