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ABSTRACT

There is a growing need for public higher education institutions (HEIS) to opt for all cost
management tools following the government’s shortfalls in the budget allocation for
public HEIs. The focus should be on the suitable pricing methods that will consider the
students’ perception of the value of education and give fees that are reasonable and
accepted by students, while ensuring that the institution meets target returns. The
biggest concern is that fees are based on the cost-based pricing model. Cost-based
pricing always results in higher prices, where the accurate costs are unknown, despite
the strategy used to implement it. Furthermore, fees are based on historic cost models,
not on a continuously reworked costing model. Following cuts in the budget allocation
to HEls, the institutions have increased fees rapidly to remain sustainable. A fee
calculated on uncertain historic costs while government support falls results in a rapid

increase in fees.

Target costing can assist in cutting down on unnecessary costs and ensure acceptable
fees for students. Target costing is a known cost management tool that assists in
ensuring costs management and keeping fees low. Despite the cuts in government
spending on HEIs, adoption of target costing will result in reasonable costs to keep the
fees low. Considering the limited empirical studies conducted on the adoption of target
costing in South African public HElIs, study's main aim is to investigate the factors that
influence the adoption of target costing in public HEIs, using the Durban University of
Technology (DUT) as the case study. Therefore, this study will massively contribute to

research pool on the adoption of target costing in HEIs.

The study used the quantitative research method with a sample of 52 Heads of
Departments and 15 finance staff. The research instrument employed was a
guestionnaire, which was dominated by close-ended questions. The study was guided
by the positivist philosophy where data analysis was done using the Statistical
Package for Social Science (SPSS version 27 ®), in which descriptive and inferential

statistical analysis were undertaken.

The results have shown that DUT is using the full cost-plus method to account for fees.

The costs are allocated using the traditional absorption method. The results showed



that target costing had not been fully used but exists in selected areas of the university.
Findings further reveal that costs to fees are subject to historic judgement, implying
that costs to fees are not reworked annually. While the fees increase, many
respondents perceive the current pricing methods to be the best for the university and
that the cost-plus pricing method is most appropriate to ensure it's the university’s

sustainability.

Findings revealed that the variables which influenced the adoption of target costing at
the DUT included: size of DUT, management style and staff inclusion, information
system and technological advancement, vertical differentiation and centralisation,
formal support to accounting for adoption of target costing, resource adequacy,
intensity of competition, and government regulations. The respondents have disagreed
that sufficiency in the expertise of target costing has an influence in the partial adoption
of target costing at the DUT. The students’ perception on the value of education is also

not the reason that the concept of target costing exists in some parts of the DUT.

Overall, the results help to understand the current pricing method used at DUT. It has
further brought a clear indication of the factors that influence the adoption of target

costing and whether the elements of target costing exist at the university.
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CHAPTER 1
INTRODUCTION

1.1 BACKGROUND

In the year 2015, there was a proposed fee increase of 11% in higher education
institutions (HEIs) in South Africa that resulted in massive student protests against the
post-apartheid government at various public universities in South Africa (Mavunga
2019: 81). Similar cases were reported in countries such as the United Kingdom (UK)
in 2010, where the government introduced public sector cuts and increased tuition fees
nearly three times. As a result, students in the UK embarked on several protests
(Olcese and Saunders 2014: 250). According to Amir, Auzair, Maelah and Ahmad
(2016: 930), these cases result from a lack of funding from the government for HElIs.
For them to maintain the high-quality education HEIs increase the fees to cover the

shortfalls in government funding.

Over the years, universities have repeatedly increased their fees due to insufficient
funding from the government and failure of the National Students Financial Aid
Scheme (NSFAS) to assist students financially (Wangenge-Ouma, 2012: 835).
Wilkins, Shams, and Huisman (2012: 126) disclose that it has become common for
governments in countries with large public higher education systems not to be able to
raise sufficient finances from taxes, which leads to strains on the funding of education
and the introduction of tuition fees. Nonetheless, as Wilkins et al. (2012:126) add that

it has then become a global issue to find appropriate measures to finance HEIs.

Also, because of the global recession, the Libyan government could not raise adequate
funding to fund education in public HEIs (UNIGOV 2014:5). Similarly, governments in
Australia, Germany, Netherlands and the UK have thus failed to raise enough funds
for higher education (Calitz and Fourie 2016: 149). For other countries like the United
States of America (USA), Japan and Korea, the alternative means used to keep the

standard of education high amid these challenges was to shift the fees burden to



students. This means that institutions are sustained through the income received from
tuition fees (Wilkins et al. 2012:126; Amir, Auzair, Maelah, and Ahmad 2016: 930).

As tuition fees are becoming the predominant source of funding, HEIs should find the
best pricing strategy for determining fees. This is to assist institutions in continuing
offering quality education. HEIs are pressured to maintain their costs and expected
returns on the pricing of their goods and services (Deshpande 2018:79). Remarkably,
for HEIs to keep standards high amid these funding problems, the pricing of tuition fees
has kept on escalating (Calitz and Fourie 2016: 153). Entities providing education
services realise that the cost must be managed for the maintenance of education. If
the costs are allocated correctly, this will ensure that the institution charges a fair fee
to its students. Target costing is considered a strategic pricing method for managing
costs (Bendlin 2017:403-404).

Target costing was developed for manufacturing businesses. It originated in the
Japanese manufacturing industry in the early 1970’s for the diversified products and
with a shorter life cycle (Chartered Institute of Management Accounting (CIMA) 2005:
04). This finding is supported by Kocakutlah and Austill (2006: 61) who state that target
costing was initiated in Japan by the manufacturing industry to maximise their cost
management and product development. Cannella (2011: 1) explains the importance of
having target costing as a pre-emptive method of pricing, as opposed to the traditional
method of accounting for costs. The traditional method means that the costs determine
the price. The traditional method has dominated for many decades and still dominates
in the market, but it has failed in planning, development, and managing a product's
cost (Kocakulah and Austill 2006: 61). Meanwhile, target costing provides an
alternative of starting from the market price to determine service costs (Bendlin 2017:
405). Amongst other things promoted by target, costing is total quality control (Cannella
2011: 2).

1.2 RATIONALE OF THE STUDY

The reduction in the availability of public funds has pressured budget management for
public HEIs. This has resulted in the redirection of cost allocations and diversion of the

income stream of public HEIs to a full fee-paying stream (Naidoo and Wu 2011: 2).



Public HEIs have been experiencing a significant decline in public funds allocated to
fund their services. This was because of the recent global economic crisis, resulting in
a sharp decline of public funding towards HEIls. For that reason, the discussions on
internally generated revenue and full fee ‘cost to students’ have increased (Naidoo &
Wu 2011: 02 and Onuoha 2013: 09). To keep up with the balanced financial planning
on revenue and costs towards sustainability, the universities opt for alternative funding
to raise funds, other than relying of government funding (Onuoha 2013: 09). This has
raised the importance for the universities to apply possible cost management tools to
try to cut down their cost. Target costing needs to be adopted as a cost management

tool known for cutting down costs (Al-Awawdeh and Al-Sharairi 2012: 124).

The adoption of target costing has been researched more in manufacturing industries.
There has been minimal research contribution made on this management accounting
tool in HElIs, both public and private. That is an indication that researchers have not

given the cost management technique enough attention to be useful in HEIs.

A study that was conducted by Bendlin (2017: 403) to investigate the use of target
costing at a university, provided evidence that target costing can significantly reduce
operating costs. This was tested by accounting for general and administrative
expenses with target costing to evaluate for outcome. It also reflects that universities
that implement cost goal specificity (target costs) will have more cost savings and

increase financial performance (Bendlin 2017: 407).

Target costing includes wide-ranging cost planning, cost management and a process
to cut down costs, which is motivated by service planning choices. Its ultimate focus is
to create a well-established cost cutting through extensive cost planning. Target
costing is important to prepare management to plan for future costs and implications.
This establishes the state of readiness on cost cutting by management at the cost
planning stage (Jayeola and Onou 2014: 222). Target costing will help HEIls to
minimise costs that are not usefull. It offers an opportunity for alternative pricing beyond
looking only at competition. It considers the customer value and importance of cutting
down on avoidable costs. Competition-driven pricing ignores the value of the quality of
education the students benefit from (Amir et al. 2016: 930). Overall, this research’s

focus is on the adoption of target costing to minimise the costs in HEIs, to keep the



fees low. This gives management knowledge of an alternative method to cut down on

costs.

This study investigates the factors influencing the adoption of target costing as a
contemporary management accounting technique in the South African public HEISs.
This research is recommended to shed light on a contemporary cost management
technique that can be used at DUT. As there are also public funding issues in South
African public HEIs, DUT may need to put in more effort when it comes to cutting down
on costs. This will assist the university to keep its sustainability high and to improve its

financial performance.
1.3 STATEMENT OF THE PROBLEM

According to Maela, Amir, Auzairand and Ahmad (2012: 267), there is a challenge for
universities to provide high-quality education services while keeping operating costs
low. Rising competition in HEIs has resulted in the adoption and common use of the
competitor-based pricing method for tuition. As discussed above, in most parts of the
world, when government has failed to fund HEIs, universities have resorted to sourcing
income from levying tuition fees (Ho and Wang 2011: 67). This has resulted in an
intense focus by public HEIs on the competitive pricing methods. The competitor-
based pricing method results in the adoption of higher prices, that are set to match the
competitors’ prices (Ho and Wang 2011: 67-68). Regardless of the procedure adopted
to implement the competitor-based pricing method, it results in relatively higher pricing
in comparison to pricing that does not depend on competitive forces (Mago and Pate.
2009: 343). The study by Deck and Wilson (2003: 210) provides that this pricing
method relies on what the competitors offer and immediately executes that price
without focusing on the customers’ ability or willingness. Consequently, this pricing
method may be perceived to be unfair, as it may not match the expected benefit gained

by customers from the use of the service (Amir et al. 2016: 930).

South Africa is one of the many countries where there has been the increase of fees
in the HEIs. The increase has been significantly higher than inflation over the past
seven years, from 2009 to 2015 (Wangenge-Ouma 2012: 835). This has been a result
of the failure of government to fund public HEIs, with this governmental assistance



being the highest contribution to the revenue of HEIs (Wangenge-Ouma 2012: 835-
838). As the public HEIs in South Africa highly depend on government funding, while
this funding has declined, the HEIs have been compelled to find other streams of
income to enable them to achieve their goal of sustainability and high educational
standards. Consequently, HEIs in South Africa have increased their tuition fees as their
main source of income (Amir et al. 2016: 930). Following the fee increase, students
across the country in public HEIs embarked on massive student protests to demand
free higher education (Calitz and Fourie 2016: 15 and Wangenge-Ouma 2012: 832).
Similarly, in the UK, the introduction of the so-called “cost-sharing” and increase of
fees have brought fear that students from disadvantaged backgrounds will be excluded
from studying at HEIs. This has resulted in students embarking on massive protests

these increases (Dearden, Fitzsimons and Wyness. 2011: 4).

It has been identified in the study by Madwe, Stainbank and Green (2020: 01) that
HEIs are resistant in using a costing instrument that is factual and detailed costing for
their course costs. Nonetheless, there is a need to assess the complexity of pricing in
the public sector, including higher education (Gandhi 2015: 40). Pricing must consider
the customer's value rather than pricing based on the competition only (Codini, Saccani
and Sicco 2012: 539). The competitive advantage is accelerated by having market
advantage on cost, quality and environment. This means offering low-cost service
while increasing customer value and satisfaction and minimising negative
environmental externalities (Ghafeer, Rahman and Mazahrih 2014: 255). CIMA (2005:
1) and CIMA (2016) shows that target costing is an effective strategy to reduce costs
in a company. CIMA (2005: 02) further adds that the strategy is very helpful in ensuring

the understanding on costs of a product or service the supplier is offering.

According to Bendlin (2017: 403), the use of target costing by a university can help in
reducing the costs for each course. In the study conducted by Chandrarin, Omar,
Yuniawan and Lisetyati (2019: 23) target costing was found to have vyield positive
performance results on manufacturing companies that have implemented it. Over the
years results from studies (Chandrarin et al. 2019: 35) have proved that successful
implementation of target costing including in manufacturing companies in Indonesia,
has yielded positive performance results. A study found that several companies have

successfully implemented target costing to determine the costs and sales prices. The
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findings of the study show that a target costing performance report is more influenced
by strong dynamic capabilities and lower dysfunctional behaviour (Chandrarin et al.
2019: 35 and 43). Notably, it has been identified by Kocaktlah and Austill (2006: 62)
that there is a possibility that service companies can also use target costing.

The above discussion explains the fact that the financial health of HEIs is determined
by the tuition fees charged. Each institution establishes its own pricing method that is
based on what will be useful for its sustainability. The accuracy in determining the
pricing strategy is of utmost importance when it comes to establishing the correct
pricing method. This study will investigate the level of understanding of target costing.
Furthermore, the study will determine the extent to which target costing is implemented
as the pricing method at DUT. This study will also explore the factors that influence the
adoption of target costing by DUT to determine the tuition fee. This study is important
based on the assumption that the pricing strategies used by the institution may be a

factor that has caused instability in public HEIs.

1.4 RESEARCH AIMS AND OBJECTIVES
1.4.1 The aim of this study

The study aims to investigate the factors influencing the adoption of target costing as
a contemporary management accounting technique in public HEIs, using the DUT as

a case study
1.4.2 The research objectives
To achieve the above aim, the following study objectives are set to:

Determine the level of understanding of target costing at DUT.
Investigate the extent to which target costing is adopted at DUT.

Determine the factors influencing the adoption of target costing at DUT

D N N NN

Examine the relationship between the biographic data and factors influencing

target costing.



1.4.3 Research questions
The following research questions follow from the objectives:

v' What is the level of understanding of target costing at DUT?
v' What is the extent to which target costing is adopted at DUT?

v' What factors may influence the adoption of target costing at DUT?
1.4.4 Hypotheses

For this study, three different hypotheses were generated from the literature to achieve
research objective 4: to examine the relationship between the biographic data and

factors influencing target costing. These hypotheses are stated below.

Hypotheses one(H1) - There is a significant relationship between biographic data and

the factors influencing the implementation of target costing.

Hypotheses two(H2) - There is a significant relationship between biographic data and

the factors influencing the delay in the adoption of target costing.

Hypotheses three(Hs) - There is no significant relationship between biographic data

and the factors that resulted in the rejection of target costing.
1.5 RESEARCH DESIGN

This study employed the quantitative approach, where questionnaires had close-ended
guestions and included a few open-ended questions. For numerical strength of this
study, open-ended questions were also used to solidify the results that the close-ended
questions could not uncover. The research paradigm was the positivist philosophy, as
the study is quantitative in nature. The quantitative method of analysis carefully

considers validity and reliability (Dawson 2009: 114).

This research was designed using the research onion methodology process developed
by Saunders, Lewis and Thornhill (2012: 160). The methods and techniques to collect

data was presented based on approaches of the research onion (Saunders et al. 2012:



126). The methodology works as a complete framework to guide this research to

ensure that all the fundamentals of this research are covered to get appropriate results.

The target population was one hundred and thirty-six (136) staff comprising fifty-two
(52) Academic Heads of Departments (HODs) from all the academic departments and
eighty-four (84) finance staff at DUT. These employees played a pivotal role in

assisting the researcher in understanding the cost system used in pricing.

Because of time constraints and resources, the research was conducted as a case
study to study a small population. It would not be possible, based on available
resources, to cover all HEIs. The population for this study was limited to DUT staff
members involved in working with fees. The reason for this is that it ensured the
relevance of the responses relating to this research. The total population of 136 was
then purposively sampled to 52 academic HODs from all the academic departments
and 15 finance staff members who are directly involved in working with fees at DUT.
This is because these people possess knowledge on the cost allocation, budgets and
decision-making for their departments. To use the purposive method and to sample by
means of non-probability would assist the researcher to obtain data from the most
relevant source and make it possible to achieve the research objectives (Kumar 2019:
381). Therefore, the selected group assists in providing more reliable data and the
research questions addressed to these participants make it possible to achieve the
research objectives. Data was analysed using Statistical Package for Social Science,
(SPSS Version 27 ®). The data derived was first analysed using descriptive statistics
followed by a correlation strategy and regression analysis to find relationships between

variables identified.
1.6 ETHICAL CONSIDERATIONS

This research was conducted after undergoing the institutional ethics processes. The
collection of data was started after consent was obtained from the DUT Faculty
Research Committee (FRC). This application was made to the FRC committee who
also deals with such authorisation. The respondents in this study were informed that
participation was voluntary. The participants were also informed of their right to pull out

of participating in the study, should they feel uncomfortable with responding to



guestions. The patrticipation was also kept anonymous and analysis was conducted on

aggregated data.

1.7 OVERVIEW OF CHAPTERS

This thesis has five chapters which are outlined below:
1.7.1 Chapter 1: Introduction

Chapter one introduces the entire research study. The chapter covers the background
to the study, rationale, the statement of the problem, research aim and objectives,
study significance, theoretical framework and the methodology used for this research.
It is a short description of what to expect from the study in its entirety.

1.7.2 Chapter 2: Literature review

Chapter two reviews the literature on general prices and specifically target costing as
the pricing of interest in this research. This chapter provides a theoretical overview on
the implementation of target costing. The chapter further contextualises target costing
to HEls.

1.7.3 Chapter 3: Research methodology

Chapter three discusses the method that was used for this research. The chapter
focuses on what work was covered to achieve the research objectives of this study.
This chapter presents the research design, explaining how the entire research study is
designed. The section also covers the target population, data collection procedure,
explanation of the covering letter, the response rate, data analysis and interpretation

and the construct of validity and reliability of the study.
1.7.4 Chapter 4: Presentation and discussion of results

Chapter 4 presents and interprets the results of the study.



1.7.5 Chapter 5: Conclusion and recommendations

Chapter five presents the conclusion, recommendation and the suggestion for future
research on the adoption of target costing. The chapter concludes with a discussion

on the limitations of the study.
1.8 CONCLUSION

The first chapter provides the background to the entire study. The section provides the
rationale of the study, from the background, problem statement, research aims and
objectives, significance of the study, theoretical framework, to the research
methodology. This section briefly describes the scope of the research. The section
further explains the methodological process applied in this research. The last part of

the chapter was an overview of the chapters which gives insight into the entire thesis.

The next chapter will review the literature of previous similar research. The chapter
looks at different pricing methods, then the study sets out literature on target costing
and its adoption. Lastly the chapter then contextualises the adoption of target costing
at HEls.

10



CHAPTER 2
LITERATURE REVIEW

2.1 INTRODUCTION

The previous chapter looked at the background of the study, statement of a problem,
aim and the objectives of this study. This chapter presents a review of literature related
to the objectives of this study. The chapter commences by reviewing the pricing
strategies and methods adopted by various entities. It further discusses target costing
alone and its efficiency on industries that have started using this management
accounting technique. Thereafter a discussion on the factors that could limit the
adoption and driving factors behind the adoption are presented, followed by a
discussion on target costing in the context of HEIs. The contextual discussion of HEIs
provides the background to the HEIs in South Africa, including the background mergers
of the universities. The merger of two technikons (ML Sultan and Natal Technikon) in
KwaZulu-Natal is discussed separately, as this is a pathway to the discussions about
Durban Institute of Technology (DIT) which transitioned to DUT. The last part
discusses the adoption of target costing in HEIs and lastly, specifically in the

universities.

2.2 EXPLANATION OF PRICING STRATEGIES

Faith and Agwu (2014: 88) define pricing as the amount that the customer pays or the
value at which the exchange for a good is paid by the customer for a good or service.
Pricing strategy is defined as the method that is used to launch an appropriate price
that will best suit the product. The pricing strategies are useful in ensuring that the
selected pricing method will maximise the profits and shareholders’ value. While
maximising the above-mentioned, pricing takes into consideration the consumers and
the market demand for the product being offered (Decker 2020: 1). The price is what
the customer pays for the product. Factors contributing to the pricing decision include
customers, competition, costs and suppliers. At some point the decision to price is
influenced by the market, as when price adoption is determined by market dominating
price (Marimuthu, du Toit, Jodwana, Mungal, du Plesis and Panicker 2015: 398).
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According to Steenhuis, Waterlander and De Mul (2011: 2 220), pricing strategies are
the driving factor in a purchasing decision. Sammut-Bonnici and Channon (2015: 01)
add that there are many significant factors that must be considered, as they influence
the pricing strategy chosen. Therefore, there are many complications associated with
the implementation of pricing the product. Steenhuis, et al. (2011: 2 221) further
disclose the importance of identifying a promising pricing strategy concerning its
potential effect on efficiency, possibility to implement and acceptability among
adopters. The fact that the pricing strategy lies within the hands of the company

managers discloses its importance (Faith and Agwu 2014: 91).

Pricing strategy is essential for an organisation to guide its strategic planning and meet
its objectives. An organisation should establish the correct price for attaining the
maximum profits. Therefore, there are many complications associated with pricing and
pricing strategies (Guerreiro, Cornachione and Kassai 2012: 1). Guerreiro et al. (2012:
2) suggest that an organisation must implement an appropriate management
accounting system to assist management in deciding on pricing. According to Guilding,
Drury and Tayles (2005: 1), the price is the function of the market forces, meaning the
market price drives both quantity demand and quantity supply. The importance of
pricing has led to it becoming a part of managerial decision-making. This is because
the profitability of an organisation is reliant on the pricing. Despite its importance in an
organisation, it has not drawn enough attention from academic researchers (Toni,
Milan, Saciloto and Larentis 2017: 121).

2.3 AN OVERVIEW OF PRICING CATEGORIES: REVIEW ON THE
DIFFERENT METHODS OF PRICING.

Pricing methods are categorised as cost-based method, competitor-based method and
value-based pricing (Amir et al. 2016: 931, Liozu & Hinterhuber 2012: 28 and Toni et
al. 2017: 121). Liozu and Hinterhuber (2012: 28) add that the latter is considered as
the superior approach, as per recommendation of pricing practitioners and marketing
scholars. Under these categories the pricing method is decided on by which
procedures and steps are followed to establish the best strategy that will be used to

price a product or service (Amir et al. 2016: 931-932).
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Organisations can employ any of these, amongst many temporary pricing strategies
including price skimming, predatory pricing and pricing discrimination. Price skimming
means firstly introducing a product at a higher price. Predatory pricing refers to
charging a very low price, even below cost, to jeopardise the competitors and to have
competitive advantage. Lastly, price discrimination means charging different prices for

the same product to different customers (Maelah et al. 2012 :269).

Table 2.1 below gives the methods which may be chosen in the long-life operation of
a business. These methods are further divided into categories accordingly, with an

explanation of each category.

Table 2.1 The pricing methods and categories

CATEGORIES METHODS AND EXPLAINATIONS

1.Cost-based Pricing Method v" Full cost-plus method - The price is
determined through adding the price based on
the costs of a product or service.

v' Target-return method - Pricing is determined
at a point where the firm yields its targeted
returns.

v' Break-even Analysis - Price is set where the
company makes neither profit nor loss (revenue
equal to costs).

v' Contribution analysis - A deviation from
break-even analysis where only the direct costs
of a product or service are taken into
consideration.

v" Marginal pricing - The price covers additional
costs and is set below the total and variable

costs.
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2.Competition-based Pricing Method v" Price set to match or according to competitor
pricing.

v" Price set above competitor’s price.

\

Price set below competitor’s price.

v' Pricing according to the market-dominating
price. Normally the price leader sets this price
and it is adopted by the other companies in a

market.

3. Value-based Pricing Method v" Perceived value pricing - Pricing is based on the
customer’s perception and thoughts on the
value of the product.

v" Value-based pricing method- The price is kept
low to maintain offering a quality service to
customers.

v" Pricing according to customer needs - The price
is set such that it meets the expectations and

need of the customers.

Source: Avlonitis and Indounas 2005: 49, Amir et al. 2016: 932.
2.3.1 Cost-based Pricing Method

Cost-based pricing method uses the available accounting data to work out the potential
price of the product. This method, amongst others, includes the following pricing: cost-
plus pricing, target-return and break-even pricing. The availability of accounting data
makes it easy for accountants to work the price. Meanwhile, this data cannot explore
some important information like demand response of the customers towards the price
(Hinterhuber and Liozu 2012: 4). When employing this method Guerreiro et al. (2012:
4) assert that the costs are the first to be determined to account for the price. All the
costs are added together to mark the cost up to make the selling price. Cost-based
pricing model focuses on the price based on costs and dominantly the traditional
method is used to account for costs rather than activity-based costing (ABC) (Guerreiro
et al. 2012: 4). Most importantly, for competitive advantage the firms with similar cost
structures can predict the prices of their competitors. The nature of cost-based pricing

is that it can create price stability in the market. Despite all other things, cost remains
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the most important variable to consider when making a pricing decision (Drury 2018:
240).

Cost-based approach is the most used pricing method, especially in the USA. This was
evidenced in a study conducted amongst 13 different sectors which included 323
servicing companies with 63% using the cost-based pricing approach (Avlonitis and
Indounas 2005: 49). However, Amaral and Guerreiro (2019: 1 851) argue that despite
a lot of studies saying that cost-based approaches are the commonly used, it does not
mean they are the most essential pricing approaches. Similarly, Gruca and Noble
(2003: 1) argues that despite their common use, they are not the most accurate pricing

methods.

For years the cost-based model has dominated the market but should be avoided as
it does not focus on customer behaviour. This pricing method alludes that the 