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Factors influencing the cost-based pricing method:
the empirical study of Viethamese feed mills

Abstract. The authors have investigated and assessed factors influencing the method of cost-based pricing in feed mills in
Vietnam. Data were surveyed and collected from 199 feed mills in Vietnam by 2017 and analysed by using statistical tools.
The Vietnamese feed mills include large-scale enterprises and small and medium enterprises. The respondents were mainly
administrators and accountants. Notable results were found regarding five factors influencing the method of cost-based pricing
in Vietnamese feed mills, namely: (1) capacity; (2) dissimilar expense; (3) level of influence which determines the selling price;
(4) information cost and (5) market share. The results of analysis of variance (ANOVA) and regression analysis indicate that cost
information has the strongest impact on the cost-based pricing method of the enterprises. The second strongest impact is the
scale. Finally, the factors with the lowest impact are the selling price and the market share.

Based on the results obtained, the authors present new proposals in the application of cost management accounting methodology
in product pricing at feed mills in Vietnam. Firstly, an enterprise should invest in a cost management accounting system to
provide cost information that is useful for managers in making pricing decisions, especially when cost information is the most
significant factor in pricing methods at feed mills in Vietnam. Secondly, determining the price is an important decision that all
companies must implement. The recommendations are given for business managers and accountants regarding the cost-based
pricing method in feed mills in Vietnam.
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By Txi K. A.

KaHAMAAT EKOHOMIYHUX HayK, haKynbTeT ByXrantepCcbkoro o6iky,

YHiBepcuTeT npodcninok, XaHon, B’eTHam

XoaHr' XaHb B.

KaHanaaT eKOHOMIYHUX HayK, haKynbTeT ByXranTepCbKoro obriky,

YHiBepcuTeT npaui Ta coujanbHoro 3abeaneyeHHs, XaHoi, B’eTHam

Xa Txi Txan B.

KaHOMaaT eKOHOMIYHNX HayK, (haKynbTeT ByxranTepCbKoro obniky i ayauTy,

YHiBepcuTeT TxyoHr Maii, XaHol, B’eTHam

By Txan 4.

KaHanaaT eKOHOMIYHMX HayK, hakynbsTeT ByXranTepcbKoro 067Ky,

YHiBepcuTeT npodcninok, XaHol, B’eTHam

®dakTopu, L0 BNANBaOTb HA BUTPaTHE LiHOYTBOPEHHS:

emnipuyHe AOCNIAXEHHS B’€ETHAMCbKUX KOMGIKOPMOBMX 3aBOAIB

AHorTauisi. Lie nocnigykeHHs 6yno NnpoBeaeHo 3 METOO BUBYEHHS Ta OLiHKM (haKTopiB, LLIO BN/IMBaIOTb HA BUTPATHE LLiHOYTBOPEHHS
Ha B’€THaMCbKIX KOMBiKopMoBux 3aBogax. OaHi 6yno oTpumaHo Big 199 B’€THAMCbKMX KOMGIKOPMOBIX 32BOfIB 1 06p06IeHO
3 ypaxyBaHHSM CTaTUCTUYHUX MeToAiB cTaHoM Ha 2017 pik. JocnigKyBaHi KOMGIKOPMOBI 3aBOAM NPeACcTaBNeHO BeNKUMU,
cepepHiMun i Mmanumu nignprvemcteamu. [Jo yncna pecnoHAeHTIB HanexxaTb NepeBaXKHo agMiHicTpaTopm 1 6yxrantepu. Y xopgi
OOCNIMKEHHS 3Ha4YyLmmMmn 6yno BM3HA4YeHO M'ATb (PakTopiB, O BMANBAOTb HA BUTPATHE LHOYTBOPEHHS HA B’€THAMCbKUX
KOMOIKOPMOBUX 3aBOAaAx, a came: MOTYXXHICTb; HECXOXi BUTPaTW; CTyNiHb BMMBY, LIO BM3HA4ae BignNyCKHY LiHY; BapTiCTb
iHchopmaLii Ta YacTka puHKy. Peaynstatv gMcnepcinHoOro Ta perpecinHoro aHanisy nokasanu, Wo iHdopMmauis npo BUTpaTu
n macwTtab BNAMBalOTbL Ha BUTPATHE LiHOYTBOPEHHS HaMbifNbLLOK MIpOK. Y TOM >Xe Yac HaliMeHLMA BNAMB Ha BUTpaTHE
LiHOYTBOPEHHSI MatoTb Taki (hakTopu, K BiANyCKHa LjiHa 1 YacTKa PUHKY.

KniouoBi cnoBa: KOMGIKOPMOBI 3aBOAN; BUTPATHE LIIHOYTBOPEHHS; B’eTHam.
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ECONOMICS AND MANAGEMENT OF ENTERPRISES

By Txu K. A.

KaHamMaaT 3KOHOMUYECKUX HayK, hakynsTeT ByxranTepckoro yveta, YHMBepcuTeT npodgcoto3os, XaHon, BeeTHam

XoaHr XaHb B.

KaHanaaT 3KOHOMUYECKMX HayK, (hakynbsTeT 6yXranTepcKoro y4era,
YHuBEpCUTET TPYAa 1 coumanbHoro obecneyeHusi, XaHon, BbeTHam

Xa Txu Txawn B.

KaHanaaT 9KOHOMUYECKMX HayK, hakynsTeT ByxranTepckoro yveTa u ayguta, YHueepcuteT TxyoHr Mai, XaHon, BbeTHam

By Txan 4.

KaHanaaT 3KOHOMUYECKMX HayK, pakynsTeT 6yxXranTepckoro yqeTa, YHMBepcuTeT npodcoto3oB, XaHol, BeeTHam

®daKTopbl, BNMAIOLWME HA 3aTpPaTHOE LleHoo6pa3oBaHue:

3MNMpUYECKOe NccriefoBaHNe BbeTHAMCKUX KOMGUKOPMOBbBIX 3aBOA0B

AHHOTauus. [laHHoOe uccnepoBaHne 6bI10 MPOBEAEHO C LIENbIO N3YYEHUS N OLEHKN (DaKTOpPOB, BAMSIOLMX Ha 3aTpaTHoe
LeHoo6pa3oBaHNe Ha BbETHAMCKNX KOMOMKOPMOBbIX 3aBofax. [JaHHble 6binun nonyyeHbl oT 199 BbeTHAMCKNX KOMOMKOPMOBbIX
3aB0OA0B 1 06paboTaHbl C y4EeTOM CTaTUCTUHECKMX METOAOB MO cocTosHMIO HAa 2017 rog. Viccnegyemblie KOMOUKOPMOBbIE 3aBobl
npencTaBneHbl KPYnHbIMW, CPEAHUMU U ManbiMy NpegnpuaTnsaMn. K 4ymucny pecnoHOEeHTOB OTHOCSATCS MPenMyLLEeCTBEHHO
agMuHUcTpaTopbl U Gyxrantepbl. B xoge nccneqoBaHust 3Ha4uMMbIMK GbINU onpefeneHsl NATb (GAKTOPOB, BAUSIIOLIMX Ha
3aTpaTHoe LieHoo6pa3oBaHNe Ha BbETHAMCKMX KOMOUKOPMOBBLIX 3aBofax, a MMEHHO: MOLLHOCTb; HEeCXOAHble pacxonbl;
CTeneHb BNUSHWSA, onpegenstowas OTNyCKHYO LieHY; CTOUMOCTb MHOPMaLmMmn 1 Aonsa pbiHKa. Pe3ynbraTbl UCNEPCUOHHOIO
N PErPECCUOHHOIO aHanu3a nokasasnu, 4To nHopmMaLms o 3aTpartax 1 MacwTab BAVSIOT Ha 3aTpaTHOE LieHoo6pa3oBaHne B
HanbornbLUen cTeneHn. B To xxe Bpems HaMeHbLUee BUSHNE Ha 3aTpaTHOe LieHoobpa3oBaHne UMetoT Takue hakTopsbl, Kak

OTNyCKHas ueHa n 0onqa pbiHKa.

KniouyeBble cnosa: KOMOGUKOPMOBbIE 3aBOfAbl; 3aTpaTHOE LeHoobpasoBaHue; BoeTHam.

1. Introduction

The feed industry in Vietnam is established and developed
in association with the Vietnamese livestock industry. The
feed market in Vietnam is growing rapidly with an increase of
13-15% per year, approximately 18-20 million tons/year. It is
expected that by 2020, the scale may reach 25-26 million tons
per year. However, current domestic production hardly meets
domestic demand. This shows that Vietnam’s feed market is
a potential market for feed mills [28].

Determining a reasonable selling price to bring about
business efficiency is one of the most important issues of
corporate governance. When making pricing decisions,
managers rely on different sources of information for dif-
ferent pricing strategies, but cannot ignore the information
of costs. Therefore, a management accounting system to
control the cost information and selling price in changeable
business situations is essentially necessary to sustain and
develop each enterprise. In developed countries, modern
cost management accounting systems are developed and
utilized to provide useful information for managers in pricing.
Hall and Hitch (1939) were the first to undertake research on
UK companies using costs as the basis for price decisions.
This study shows that about 80% of firms have applied the
cost-based valuation approach, with only a few companies
valuing marginal revenue and marginal costs as the model
to maximise profits. Companies in the sample say they set
prices based on full cost and added a desired margin. The
study by Huda (2006) has examined 1,000 businesses in the
UK’s food processing and other industries [16]. Research re-
sults show that when pricing is cost-effective, variable cost
information is used by executives because using full cost in-
formation can lead to costly mistakes. Nick (1997) has stu-
died transfer pricing methods in electronics and chemicals
in US companies operating both locally and internationally.
The most common transfer pricing methods used in chemi-
cal companies are market price and cost-based pricing. The
most common methods in electronic companies are market
price, minus cost of sales, and pricing based on full cost of
production. 56% of chemical companies use the cost-orien-
ted method, while only about 46% of electronics companies
use this method [21].

The above analysis has shown that most businesses
around the world tend to use cost-based pricing methods. In
an increasingly competitive business, there has been a shift
from using the cost information to determine the selling price
into fully cost-based pricing to value based pricing on variable
costs or at market prices.

However, in Vietham, feed mills have still focused on fi-
nancial accounting to obtain cost information for product
pricing. This accounting system cannot provide managers
with appropriate, timely and reliable cost information for the

product pricing decisions. Therefore, feed mills will be less
likely to stand firmly in the increasingly competitive business
environment. Thus, the paper studies and assesses factors
influencing the method of cost-based pricing in feed mills
in Vietnam.

2. Brief Literature Review

The research by Gordon et al. (1981) was been con-
ducted basing on 44 manufacturing companies including
22 companies from Canada and 22 enterprises from the
United States, and interviewed the key leaders in charge of
pricing decisions in the companies. The interview was car-
ried out with detailed questionnaires consisting of both open
and closed questions. The four industries targeted for re-
search are food processing, chemicals, transport equipment
and heavy equipment industries. The results of the research
indicate that the cost-based pricing method is used with a
margin plus a percentage based on cost. Even in busines-
ses where competitor pricing is top priority, cost information
is also important in assessing whether companies can sell
product lines at market prices. Gordon et al. (1981) pointed
out that large companies in this study have a stronger pre-
ference for smaller competitors in terms of using competi-
tive or market conditions in setting prices. In contrast, cost-
based pricing has been more dominant for products made to
the customer’s requirements, as opposed to mass-produced
products. In addition, strong companies tend to rely more
on cost on the basis of product quality. Thus, according to
Gordon et al. (1981), there were three factors that influence
the cost-based pricing approach: cost information, product
characteristics (mass production or on-demand production)
and enterprise scale. [10]

Guilding et al. (2005) surveyed 280 companies in the UK
and Australia to investigate the cost-based pricing method
and find out factors affecting it. They identified three possible
factors of enterprise scale, competition level, and business
line. The study concludes that the competition and business
line influences the cost-based pricing method. The scale of a
business does not affect this one [12].

The study by Huda (2006) examined 1,000 businesses in
the food processing and other industries in the UK. The re-
search identified seven factors that influence the cost-based
pricing method, including business strategies, scale, market
share, competition, product response required by customers,
influence in determining the selling price and cost informa-
tion. The study used the SEM sample to analyse and con-
clude that companies with lower market share pay more at-
tention to cost-based pricing. They tend to operate in smal-
ler markets where the product may tend to be produced on
demand and not set prices. Hence, they can pay more atten-
tion to product pricing on a cost basis. The study indicated
that the cost-based pricing method is more important than
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on-demand products and is not important to standard pro-
ducts. The magnitude of the impact on selling price deter-
mination has a positive influence on the cost-based pricing
method. The study found little effect of the enterprise scale
on this method. At the same time, the study also pointed out
that cost information and unique strategies have a positive
impact on the cost-based pricing method. In contrast, com-
petition has a negative impact on this [16].

The research by Peter and Chris (2013) explored fac-
tors that impact the cost-based pricing method in travel or-
ganisations in the UK. The results of the research have in-
dicated that the enterprise scale influences the cost-based
pricing method. The enterprise scale was found to be po-
sitively correlated with the pricing method on a full cost ba-
sis (p = 0.01, a = 0.05). At the same time, the research poin-
ted out that the full cost pricing method in large enterprises
was more important than small businesses. Other pricing
methods have not found a significant relationship with the
enterprise scale [22].

Through an overview of the research on the factors af-
fecting the cost-based pricing method, the authors have
identified the following factors: business strategies, enter-
prise scale, market share, competition, product characte-
ristics (on-demand or mass production), cost information,
influence in determining the price and business line. Howe-
ver, the results of the studies are different. Skinner (1970)
found product characteristics did not affect the cost-based
pricing method. Skinner’s survey shows that the number
of companies manufacturing mass-produced products and
the number of companies that produce products accor-
ding to customer requirements using the cost-based pri-
cing method were roughly equivalent, with 67% and 75%
respectively [26]. At the same time, Gordon et al. (1981)
and Huda (2006) point out that the product characteristics
influence pricing methods on a cost basis. In terms of en-
terprise scale factor, Guilding et al. (2005) and Huda (2006)
concluded that the enterprise scale did not affect cost-
based pricing [22; 16]. Meanwhile, Gordon et al. (1981),
and Peter and Chris (2013) argued that the enterprise scale
did [10; 22]. However, Guilding and Huda undertook their
research in manufacturing businesses; Peter Lane and his
colleagues performed their research in service businesses.
Various characteristics of business lead to various conclu-
sions. Mill (1988) investigated that there was no difference
in the type of business for cost-based pricing, with 71 per-
cent of manufacturing companies and almost 70 percent of
travel companies using this method [20]. According to the
study by Guilding et al. (2005), it has been concluded that
types of business influence cost-based pricing and are di-
vided into three groups of manufacturing enterprises, ser-
vice enterprises and retail enterprises [12].

There are a number of factors influencing cost-based pri-
cing, and Guilding et al. (2005) proposed a three-factor cos-
ting sample that affects pricing on a cost basis, including: en-
terprise scale, business line and cost information. Huda (2006)
mentioned seven factors impacting cost-based pricing, name-
ly business strategies, scale, market share, competition, pro-
duct response required by customers, influence in determi-
ning the selling price and cost information [12].

Business strategies

According to Garrison et al. (2010), three major busi-
ness strategies are friendliness with customers - knowing
and meeting customer needs; excellent operation - provi-
ding products as fast as possible at the lowest cost, and
leading products - providing the highest quality products.
Enterprises with low cost strategies often require large-scale
production, pursue cost reduction goals from experience or
fixed cost control [9]. According to Govindarajan and Antho-
ny (1983), enterprises operate under the strategy of leading
quality, but cannot ignore the cost. Companies applying this
strategy need accurate product cost information in order to
identify higher profits from increased cost products com-
bined with quality strategy [11]. Hughes and Gjerde (2003)
argue that the product diversification is more flexible in pri-
ces, but highly costly. Regarding products which are different

ECONOMICS AND MANAGEMENT OF ENTERPRISES

from those of competitors, competitive pricing cannot pro-
vide businesses with information about the price. In fact, dif-
ferent products make competition-based pricing less impor-
tant. Therefore, the more diversified products are, the more
it affects cost-based pricing [17].

According to M. Porter (1985), business strategy is the
search for a favourable competitive position over competi-
tors in an industry. He believes that the difference leads to
efficiency. In a market, if any product differs from substitute
ones, the cost-based pricing method becomes important
to determine the selling price and ensures sales of the pro-
ducts, with the difference being higher than costs to make
that difference [23]. Therefore, the first hypothesis is pro-
posed as follows.

H1: Business strategy has a direct relationship with the
cost-based pricing method.

Enterprise scale

According to the CARD Project 030/06 VIE (2010), the
size of the enterprise is measured by its production capacity.
Large-scale enterprises are those with a production capacity
of 60,000 tons/year, while the companies with a production
capacity of less than 60,000 tons/year are classified as small
and medium enterprises [24].

Considering the relationship between enterprise scale
and pricing, cost-based pricing is only appropriate for price-
set enterprises, mainly those which are large-scale and ma-
nufacture different products. Large enterprises can invest in
the modern pricing methods and highly accurate cost infor-
mation. In addition, small-scale enterprises often offer pro-
duct prices at market prices.

Gordon et al. (1981) argue that companies with large re-
venues and assets tend to set prices above competitive pri-
ces, while small-scale enterprises tend to offer competitive
prices. Large enterprises often dominate the market and have
the ability to set prices for the market, which means that they
are able to use cost information to determine the price [10].
In addition, according to Guiding et al. (2005), large enterpri-
ses could invest resources to develop the modern cost sys-
tem for effective cost-based pricing. In contrast, small busi-
nesses often accept prices and offer prices according to mar-
ket prices [12]. Therefore, the second hypothesis is proposed
as follows.

H2: The enterprise scale has a direct relationship with the
cost-based pricing method.

Market share

Product characteristics and product quality of enterpri-
ses with large market share are different from those of other
enterprises. Leading enterprises may determine selling pri-
ces of products on the market so they are often based on
cost information. Generally, enterprises with a larger market
share need more resources to invest in complex accoun-
ting methods to accurately determine indirect costs of pro-
ducts. Accurate costing may determine the reasonable sel-
ling price. In enterprises with a small market share with po-
pular products, they impose industry prices on their pro-
ducts and then use cost-related information to decide the
quantity of produced and consumed products.

However, many enterprises with a low market share tend to
operate in a niche market where products are mainly made un-
der customers’ requirements. Enterprises with a lower market
share pay more attention to cost-based pricing. At the same
time, the lower the market share is, the more attention they
pay to the cost-based pricing method. Gorden et al. (1981)
argue that enterprises entering the market to maximise their
market share often determine prices based on market factors
rather than on the cost [10]. Therefore, the third hypothesis is
proposed as follows.

H3: The market share has a positive relationship with the
cost-based pricing method.

Competition in business environment

Over the past 20 years, enterprises in the world have
become increasingly dependent on each other. The reduc-
tion of tariffs, quotas and other barriers to free trade, the
improvement in global transport systems, the development
of the Internet and the growing complexity of international
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markets have truly created the global market. In the glo-
bal market, companies compete with both domestic and fo-
reign companies. The new competitive environment makes
product pricing increasingly important. Prices must be com-
petitive and generate the desired profit.

Guiding (2005) argues that the more intensive the com-
petition is, the more important information is. Costs need
to be accurately calculated in order to determine the lowest
price. Higher prices will make enterprises reduce their com-
petitiveness on the market unless the products are different.
If products with new features to meet needs of customers
and add values for customers, businesses must consider ad-
ditional costs of creating new features. The price and quality
of competitive products play an important role in surviving of
products. However, in competitive markets, competitors’ in-
formation is more important than cost information especial-
ly when products are not different from those of competitors,
with the goal of dominating the market [12]. Thus, the fourth
hypothesis is proposed as follows.

H4: Competition in the business environment has an indi-
rect relationship with the cost-based pricing method.

Product characteristics

An enterprise may have one or more products. Product
characteristics affect the cost of production. Products with
complex texture are constituted with many components.
They must satisfy with high technical requirements and re-
quire many processing and manufacturing steps. The more
complicated products are, the more equipment and tools
it is required to manufacture them. Therefore, product pri-
cing should take into account the complexity and diversity of
products. Business products can be mass produced or or-
dered. Products are ordered according to customer require-
ments, which differ from other products on the market in
terms of characteristics and costs incurred. Businesses de-
termine the price of the product according to customer re-
quirements based on cost instead of market factors.

Gordon et al. (1981) argue that enterprises manufactu-
ring products required by customers more rely on the cost-
based pricing method rather than market factors [10]. Drury
(2004) believes that enterprises trading products accor-
ding to customers’ orders will force their customers to ac-
cept the price offered by enterprises based on additional
cost because there is no price for such specific products
[5]. Guilding et al. (2005) claim that products which meet
the customers’ special needs lead to high prices, which in-
creases the importance of the cost-based pricing method
application. Therefore, the higher requirements are made
by customers regarding products, the more impact on the
cost-based pricing method occurs [12]. Therefore, the fifth
hypothesis is proposed as follows.

H5: Product characteristics have a direct relationship with
the cost-based pricing method.

Cost information:

Blois et al. (2000) argue that cost knowledge is an im-
portant input for pricing. The cost of the product forms the
basis from which a price can be set. Cost is the starting
point of the price: the enterprise needs to calculate the cost
accurately as the basis for determining the reasonable price
of the product. High cost will make enterprises lose com-
petitiveness; low prices will not generate desired profits [3].
Atkinson et al. (2006) hold the view that managers use cost
information to assist in pricing. Cost information is impor-
tant information to help managers set prices and make pro-
duct structure decisions [2]. Many accounting documents
are emphasised in many price-driven industries by the mar-
ket. Cost data, however, help companies determine the le-
vel of profit maximisation and find a combination of pro-
ducts that maximise profits and identify products that are
lost.

According to Kotler (2000), costs are considered impor-
tant for establishing a cost plan. The company sets a price tar-
get that covers all costs: produce, distribute and plus a rea-
sonable profit margin. Therefore, managers should keep track
of the costs carefully as if these costs outweigh the costs
of competitors, the company will be less profitable and in

a disadvantageous position [19]. Hence, the sixth hypothesis
is proposed as follows.

H6: Cost information has a direct relationship with the
cost-based pricing method.

Influence in determining the selling price

In the competitive market, there are a number of large
companies that dominate the price, and many small com-
panies become price pursuers and must accept prices de-
termined by the market. Therefore, for companies that ac-
cept prices, cost information is not used to set prices, but
instead prices are set at market prices. Gordon et al. (1981)
point out that price-pursuing companies are more interes-
ted in market conditions than in costing companies [10].
Guilding et al. (2005) also argue that companies that ma-
nufacture products with no difference are those who accept
the price. In such a case, cost information could not be va-
luable in determining the price [12]. Therefore, the seventh
hypothesis is proposed as follows.

H7: The level of influence in selling price determination is
positively correlated with the cost-based pricing method.

3. Research Methodology

Data and sample

Samples are carried out in feed mills in Vietham by
2017. According to animal feed association, there were
199 feed mills in Vietnam in 2017. Of which, there are 138
domestic enterprises, accounting for 74.3% and 61 fo-
reign-invested enterprises, accounting for 25.7%. This is
the whole range of research which is based on the sam-
ple. The authors divide the enterprises into two groups. The
first group is large-scale enterprises. The other group is
represented by small and medium-sized enterprises. The
sample was stratified randomly according to the following
general formula:

N=(N&-pg)/ (N&2+ = pg) . (1)

The authors collected samples for the study with the fol-
lowing requirements:

e reliability is 95.0% (Reliability coefficient ¢t = 95%) [In the
Table of Reliability, the coefficient ¢ is calculated by the
function Nt of Lyapunov, ¢ = 1.96];

¢ the deviation of sampling does not exceed 7% (¢ = 0.07);

¢ with the overall sample structure of 20% of large enterpri-
ses and 80% of small and medium-sized enterprises. Since
p+q=1,then p-gwill be 0.8 0.2 =0.16 => pg=0.16 =>
substitute the formula for the sample size (n).

N=(N&=pg) | (N2 + %« pg) =
=(199+1.962-0.16) /199 - 0.07% + 1.96%+ 0.16 = 2
= 77 enterprises.

As such, the study will take the minimum sample size
of 77 enterprises to survey. The group of authors selec-
ted 77 enterprises to survey, including 14 large enterpri-
ses and 63 small enterprises to send questionnaires. With
23 observed variables in the study, the minimum number
of samples in factor analysis and regression analysis is
fold from 5 to 10 times in view of the observed variables
(Hair et al., 1998) [13]. So the minimum number of samples
in this study is 23 - 5 = 115 units. The group of authors used
the survey samples in this research, with n» = 388 survey
units, which guaranteed the requirement about the sample
scale minimum (see Table 1).

Research processing

Firstly, it should be pointed out that the study was con-
ducted with the use of the qualitative method. Through the
study of previous studies, the authors combined the factors
that impact the cost-based pricing method. Then, using in-
depth interview techniques and direct discussion, the group
conducted 11 interviews in which there were 5 face-to-face
interviews with managers, including one Deputy General Di-
rector, one Deputy Director, one Chief Accountant and six
face-to-face interviews with accountants in four feed mills
in Vietnam. That allowed the authors to explore the ideas
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Tab. 1: Survey sample description

Source: Compiled by the authors

and the scope of the preliminary questionnaire directly for
further discussion and discovery of new factors. The total
documents and comments from the group discussions made
it possible for the group of authors to determine the factors
impacting the pricing method on the basis of cost, including:
the business strategy, the business scale, the market share,
the level of competition, the level of customer satisfaction,
the level of impact in terms of the determination of the selling
price and cost information.

Further, the study was conducted with the use of quantita-
tive methods: through the technique of collecting primary da-
ta sources from questionnaires sent to respondents at sample
businesses via the internet from Google Drive, mailed or inter-
viewed by phone, face-to-face interviews.

The questionnaires were used to collect quantitative da-
ta to describe and verify the hypotheses. The questions in
the questionnaire included open and closed questions. The
purpose of open questions was to collect information that
explained the relationships between the independent va-
riables and the dependent variable or collected information
about the new variables and the new factors. Off-site inter-
views and interviews have not been identified yet. Closed
questions were used to collect information to describe the
factors impacting the cost-based pricing approach at the
livestock feed mills in Vietham. The question of level was
based on a five point Likert scale from 1 to 5 (1 = strong
disagree, 2 = agree, 3 = neutral, 4 = agree and 5 = strongly
agree). All variables in the questionnaire were constructed

ECONOMICS AND MANAGEMENT OF ENTERPRISES

with regard to the suggestions in the research pa-
per (Table 2).
Analysis methods
After receiving the questionnaire, the answer
sheet was processed prior to updating the SPSS
19 data analysis software. Further, the group of
authors performed the scaling (Table 1) and tested
the sample in four steps:
1) checked the quality of the scale (Cronbach’s
Alpha test);
2) analysed the exploratory factors (EFA);
3) tested the correlation coefficient;
4) used the multivariate linear regression model.
4. Analysis Results and Discussion
Reliability Analysis

Measurement factors are evaluated for reliability through
coefficients Cronbach’s alpha. Cronbach’s alpha is a statis-
tical test about the degree of rigor or the ability to explain
a research concept of aggregate of observable variables
in the scale. This method is used to eliminate unsuitable
variables and limit waste variables in the research model
(Hoang and Nguyen, 2008) [15]. Hair et al. (1998) consider
that Cronbach’s alpha from 0.8 to near 1 is a good measure-
ment, from 0.7 to near 0.8 is an employable measurement,
from 0.6 and more is acceptable if the concept is new or re-
searched in a new situation [13]. The results of Cronbach’s
alpha are presented in Table 3.

Thus, all of the Cronbach’s alpha coefficients of 6 inde-
pendent variables are valid, with Cronbach’s alpha > 0.7. The
correlation coefficients transform the total of the observed
variables are qualified > 0.3, which makes the given scales
statistically significant.

Factor analysis

After analysing Cronbach’s alpha confidence coeffi-
cient, the scales were continued being evaluated by EFA ex-
ploratory factor analysis method. To identify and determine
related concepts, we used the method of exploratory fac-
tor analysis for 20 variables that impacted the cost-based
pricing method, using the principal axis factoring and the
promax rotation (Anderson and Gerbing, 1988) and a stop
point when extracting factors, with Eigenvalues > 1.00. The
results of the rotated factor matrix are shown in Table 4.

Tab. 2: Interpretation and scale coding

Source: Compiled by the authors
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From the 20 observed variables, the factors impacting the
cost-based pricing method were included in the factor ana-
lysis. The observed variables satisfy the requirements of fac-
tor analysis.

In particular, the results show that KMO = 0.636 satis-
fies the condition KMO > 0.5 (Kaiser, 1974). Thus, it can be
concluded that factor analysis is appropriate to existing data.
Similarly, Barlett’s test < 0.05 means that the variables are re-
lated and are eligible for factor analysis by EFA [18].

The results of the exploratory factor analysis show that
seven factors are extracted from the Eigenvalues > 1.00.
The 20 observed variables are grouped into 7 factors. The
total average variance extract is 78.058 and indicates that
the seven factors account for 78.058% of the variability of
the observed variables.

The variables of distinct strategy factors, low cost strate-
gy factors, market share, competition, customer satisfaction,
level of influence in price determination, cost information

Tab. 3: Cronbach’s alpha of the research variables

Source: Compiled by the authors

Tab. 4: Rotated factor matrix

Notes: Extracted method: Principal Factor Analysis. Rotation method: Promax with Kaiser Normalization.
Total Average Variance Extracted: 78.058.

* Accreditation Bartlett < 0.05.

KMO: 0.636.

Source: Calculated by the authors
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are downloaded to the same factor and have the coefficient
factor greater than 0.5.

Therefore, all the scales selected for the variables in the
model meet the requirements and can be used in the next
analyses.

Regression Analysis

Looking at Table 5, we find that the capacity factors, the
level of impact determining the selling price, cost information,
the market share, dissimilar strategies are the same-trend re-
lationship with the cost-based pricing method. The signifi-
cance level of the factors was less than 0.05, with linear corre-
lation coefficients being 0.271, 0.336, 0.452, 0.272 and 0.202
respectively. This indicates that the impact level between fac-
tors is significant.

The results of the correlation analysis also show that there
is not enough proof to confirm the relationship between the
low cost strategy factor, the level of customer satisfaction
and the level of competitiveness with the cost-based pricing
method, Since the level of significance observed with regard
to the relevant factors is greater than 0.05.

Based on the results of the correlation analysis, the authors
eliminated the variables which have no statistical significance
and focused on capacity, dissimilar expense, the level of im-
pact determining the selling price, information cost, the mar-
ket share and the cost-based pricing method while conduc-
ting the regression analysis. The results of the analysis are
shown in Table 5.

Analysing linear regression model

Let us research the multivariate regression model using
the formula:

PRICE= 0, + b, » STRA+ b,* SCA+ b, SHA + b,* ISP+ b+ COST , (3)

where:
PRICE is the cost-based pricing method;
STRA corresponds to business strategies;
SCA is scale;
SHA is the market share;
ISP is the impact on pricing;
COST is cost information;
b,-b, are corresponding impact coefficients of independent
variables to the cost-based pricing method.
The verification of the model suitability is shown in Table 6.
The results of the variance analysis in Table 6 show
that the dependent variance is divided into two parts: the

ECONOMICS AND MANAGEMENT OF ENTERPRISES

Tab. 6: Verification of the model suitability

Notes: @ - Predictors: (Constant), STRA, SCA, SHA, ISP, COST.
b - Dependent Variable: PRICE.

Source: Compiled by the authors

regression and the residual. The results of ANOVA analy-
sis show that the sum of squares residual is 95.188 and
the sum of squares regression is 47.955, and their sum,
called the sum of all squares, is 143.143. Thus, the result
of squared deviation of the regression is 47.955/5 = 9.591,
and of the surplus is 95.188/212 = 0.525.

From the above calculated results we have the result of
F = 9.591/0.449 = 21.361. Based on the statistical distri-
bution table with F statistical, used to test the level of sui-
tability model with the observed data, we have then value
F=21.361, corresponding with the level of the observed sig-
nificance < 0.0001. Provided the p-value of F-testing is very
small, we can conclude that there exists a linear relationship
between the cost-based pricing method and at least one of
the factors which are the capacity, dissimilar expense, the
level of impact determining the selling price, cost informa-
tion, the market share.

Verification of correlation

In research with £’ = 5 (£’ is the number of independent va-
riables in the model), n =218, the level of significance < 0.05 on
the table DW: dL = 1.718 and dU = 1.820. Appending to the
DW value bar, it can be seen that 1.718 < 2.170 < 2.282, so
there is no superlative 1%t chain relationship in the model:

Verification of multicollinearity (VIF)

In this research, sig regression coefficients of the inde-
pendent variables are less than or equal to 0.05. Therefore,
the independent variables have significance for the dependent

Tab. 5: Correlation Coefficients

Notes: **. p < 0.01; *. p < 0.05 level (2-tailed).

Source: Compiled by the authors
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variable, which is why no variable is removed. The VIF coef-
ficient is less than 10 (Table 7), no multicollinearity happens,
therefore no variable is removed from the model.

After many repeated handlings of the regression models
by different methods, the authors selected the Enter method
(put all the variables into the regression equation) the result of
which gives the best regression model:

PRICE = 0.397 + 0.383 - COST + 0.417 = SCA + )
+0.147 ISP+ 0.104 - SHA .

Based on the results of the linear regression analysis
in Table 8, we see that the scale factors (.237, p = 0.000),
the market share (.0.136, p = 0.022), information cost
(.0.367, p=0.000), the level of impact determining the selling
price (.0.164, p = 0.014) have a same-trend relationship and
have statistical significance with regard to the cost-based
pricing method. The dissimilar strategy factor doesn’t have
a relationship with the cost-based pricing method because
of the significance level of the test = 0.311 > 0.05. There-
fore, the following hypotheses are accepted:

H2: The enterprises’ scale has a relationship with the cost-
based pricing method.

H3: The market share has a relationship with the cost-based
pricing method.

H6: The level of impact determining the selling price has a re-
lationship with the cost-based pricing method.

H7: The information cost has a relationship with the cost-
based pricing method.

There is no enough statistical evidence to prove the fac-
tors such as the low cost strategy, the dissimilar strategy, the
level of competition, the level of respond on products follo-
wing the requirements of customers in feed mills in Vietnam.
Therefore, the hypotheses H1, H4, and H5 are not accepted.

Tab. 7: Verification of multicollinearity

Source: Compiled by the authors

Tab. 8: Results of linear regression analysis

Source: Compiled by the authors

The results of the analysis of the regression models
show that if the adjusted R? is 0.319, the independent va-
riables have the ability to explain 31.9% for the dependent
variable. Cost information has the strongest influence to the
cost-based pricing method, as shown by a standardised
beta coefficient of 0.367. The factor which is the second in-
fluential is the scale, with a standardised beta coefficient
of 0.237. The level of impact determining the selling price
and the market share have the lowest impact, with the stan-
dardised beta coefficients being 0.162 and 0.136, respec-
tively.

This paper has shown that cost information has the
strongest impact on the cost-based pricing of the enterprise.

Such a result suggests that the larger the feed mills are, the
greater impact they have on the cost-based pricing method.
The enterprises with a large market share, or large-scale
enterprises, are able to set prices. These enterprises often
use the method of pricing on a larger cost basis. There-
fore, the higher the market share is, the greater impact on
the cost-based pricing method we observe. This result is
in contrast to the results of Huda (2006), who says that the
market share has a contrast relationship with the basis [16].
The low market share enterprises are impacted by the cost-
based pricing method. This difference is due to Huda (2006)
who researched the figures for feed mills and other indus-
tries [16]. Products of such industries are neither standar-
dised nor mass produced. There are many products which
do not meet the requirements of customers. This research
was conducted based on data from the feed mills indus-
try in Vietnam. Products in Vietnam are standardized and
mass produced, with products of feed enterprises being no
different. The enterprises which have a small market share
also produce the same products as large market share en-
terprises do.

The level of impact determining the selling price has the
same-trend relationship with the cost-based pricing method
we observe. The beta is 0.164 because the level of impact
determining the selling price is the verification of the impact
that the feed mills in the market on the price of their pro-
ducts, regardless of the fact whether the firm establishes or
accepts the price. Enterprises frequently set prices on the
feed market using the cost-based pricing method. There-
fore, the greater level of impact determining the selling price
is, the greater impact on the cost-based pricing method we
observe. This result is similar to the researches by Huda
(2006) and Gordon et al. (1981), when they considered set-
ting a favourite price on the cost-based pricing method then
accepting the price [16; 10].

The enterprises’ scale has the same-trend relationship
with the cost-based pricing method we observe. Large-scale
enterprises are those that set prices on the feed market in
Vietnam. They often use the method of determining the sel-
ling price based on a full cost basis. Therefore, the larger the
scale of an enterprise is, the more it impacts the cost-based
pricing method. However, this result was not same as the
results obtained by Huda (2006) and Guiding et al. (2005),
when the researchers concluded that the scale did not link
with the cost-based pricing method. This difference is due
to the fact that large enterprises, according to Huda (2006)
and Guiding et al. (2005), produced many product lines, and
each product line has a market share with certain restrictions
[16; 12]. Hence, it is possible that the abovementioned re-
searches failed to explore the relationship between the scale
and the cost-based pricing method.

Cost information is the same-trend with the cost-based
pricing method. The beta is 0.367. When enterprises use
cost information many times in decision making, it great-
ly impacts the cost-based pricing method. Cost informa-
tion has the strongest impact because, according to the sur-
vey, enterprises often use cost information in product pri-
cing. The most commonly used pricing method is the full
cost pricing. Therefore, full information is essential for enter-
prises. In large enterprises, there is a system of development
cost accounting so that they only use the cost-based pricing
method to determine the selling price outside and the inter-
nal price transfer at the enterprise. To determine the selling
price, small and medium-sized enterprises base their prices
on those of competitors, especially those of large enterpri-
ses. However, cost information is still a concern for small
and medium-sized enterprises because they still have to de-
termine the cost of the product to be sold at market prices
to ensure that the business is profitable. Therefore, cost in-
formation is considered by the feed mills, regardless of the
size of the enterprise. Therefore, the level of impact on cost
information by using the cost-based pricing method is sig-
nificant. This result fits with the findings of Huda (2006), sho-
wing that cost information and the method of pricing on a
cost-basis have the same-trend relationship [16].
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5. Conclusions and Recommendations

We have identified the factors which impact the cost-
based pricing method in the feed mills in Vietnam, i.e. the
scale of enterprises, the market share, the level of impact
determining the selling price and cost information. Based on
the results of the research, the authors present new propo-
sals in the application of cost management accounting me-
thodology in product pricing at feed mills in Vietnam.

Firstly, an enterprise invests in a cost management ac-
counting system to provide cost information that is useful
for managers in making pricing decisions, especially when
cost information is the most significant factor in pricing
methods at feed mills in Vietnam. In addition, businesses
should sort costs into variable costs and fixed costs. Firms
should apply the least squares method by using Microsoft
Excel through the Intercept, Slope and RSQ functions to
separate the mixed cost into variable cost components and
fixed costs. Small-scale enterprises should allocate gene-
ral costs by using a rational basis of allocation, between the
basis of the selected distribution and the overhead that has
a causal relationship. Large-scale enterprises have a large
portfolio of products, often resulting in large overheads.
These firms can apply the ABC approach to allocating ge-
neric costs to products.

Secondly, the research has shown that determining the
price is an important decision that all companies must imple-
ment, namely:

(1) For setup price firms:

In the short term, price-setting firms are firms with market
power. These firms often apply cost-plus methods to price
their products. IBs provide variable cost information and in-
creased fixed costs for the administrator to make the decision
in this case. In the long term, the basis for pricing is the sum
of expected costs and benefits. The reason is that the com-
pany must earn enough revenue to cover all costs and profit
in terms of its products. Depending on the targets of the com-
pany, the desired profit will be adjusted accordingly. The most
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important issue in this regard is that the full cost information
includes variable costs and fixed costs. Variable costs can be
calculated for the product. For fixed costs, companies should
use the ABC method to determine the product.

(2) For follow firms:

In the short term, follow firms will be based on variable
costs as the basis for pricing the product. Companies need
to use price information to incorporate variable cost informa-
tion and resource capacity to determine the composition of
consumer products in the short term. In the long term, enter-
prises can adjust the supply of resources for a product. Busi-
nesses should use the full cost information to conduct perio-
dic profit analysis that serves to differentiate between profita-
ble and non-profitable products to ensure that only profitable
products are sold.

Based on the findings in this research, some recommen-
dations are given for business managers and accountants in
view of the cost-based pricing method in feed mills in Vietham.

Business managers

Firstly, it is essential to enhance the awareness about the
importance of cost management accounting in business ope-
rations especially in making pricing decisions. Secondly, it is
important to eliminate decision-making thinking based on the
insights and personal experience of the managers. Thirdly, it
is recommended to have programs and training plans for ac-
countants. Finally, it is vital to create funding conditions and
provide time for the application of cost management accoun-
ting methods at enterprises.

Accountants

It is necessary to improve awareness about the role and
importance of providing information of in management ac-
counting in decision making of executives. Moreover, each
accountant should improve professional knowledge on cost
management accounting. From there, they should active-
ly propose, build, orient and gradually apply the method of
cost management accounting in providing useful information
to managers.

1. Anderson, J. C., & Gerbing, D. W. (1988). Structural Equation Modeling in Practice: A Review and Recommended Two-Step Approach. Psychological

Bulletin, 103(3), 411-423. doi: https://doi.org/10.1037/0033-2909.103.3.411

2. Atkinson, A. A., Kaplan, R. S., Matsumura, E. M., & Young, S. M. (2006). Management Accounting (5" edition). Prentice Hall International.

3. Blois, K., Gijsbrechts, E., & Campo, K. (2000). Pricing. In K. Blois (Ed.), Oxford textbook of marketing. Oxford University Press Inc., New York.

4. Drury, C. (2004). Management and cost accounting (6" edition). London: Thomson.

5. Drury, C., & Tayles, M. (2005). Explicating the design of overhead absorption procedures in UK organizations. The British Accounting Review, 37(1), 47-84.

doi: https://doi.org/10.1016/j.bar.2004.08.003

6. Dao, T. T. H. (2015). Completion cost management accounting in steel manufacturing enterprises in Vietnam. (Doctoral dissertation). National Economics

University.

7. Eccles, R. G. (1985). The Transfer Pricing Problem: A Theory for Practice. New York: Lexington Books. Harvard business school.

8. Gabor, A. (1988). Pricing: concepts and methods for effective marketing (2™ edition). Gower Publishing.

9. Garrision, R. H., Noreen, E. W., & Brewer, P. C. (2010). Cost Accounting: A Managerial Emphasis (13" edition). New York, NY.: McGraw Hill/lrwin.

10. Gordon, L. A., Cooper, R., Falk, H., & Miller, D. (1981). The pricing decision. National Association of Accountants. Montvale, NJ.

11. Govindarajan, V., & Anthony, R. N. (1983). How firms use cost data in price decisions. Management Accounting (USA), July, 30-36.

12. Guilding, C., Drury, C., & Tayles, M. (2005). An empirical investigation of the importance of cost plus pricing. Managerial Auditing Journal, 20(2), 125-137.

doi: https://doi.org/10.1108/02686900510574548

13. Hair, J., Anderson, R., Tatham, R., & Black, W. (1998). Multivariate data analysis (5"" edition). Upper Saddle River, NJ.: Prentice-Hall.

14. Hall, R., & Hitch. C. (1939). Price theory and business behavior. Oxford Economic Papers, 2(1), 12-45.

15. Hoang, T., & Nguyen, M. N. C. (2008). Analysis research data with SPSS. Hong Duc Publisher.

16. Huda, A. H. (2006). The influence of contextual factors on cost system design and pricing decisions: A study of UK companies in the food processing and

other industries. (Doctoral dissertation). The University of Huddersfield.

17. Hughes, S. B., & Gjerde, K. P. A. (2003). Do different cost systems make a difference? Management Accounting Quarterly, 5(1), 22-30. Retrieved from

https://digitalcommons.butler.edu/cob_papers/11

18. Kaiser, H. F. (1974). An index of factorial simplicity. Psychometrika, 39(1), 31-36. doi: https://doi.org/10.1007/BF02291575

19. Kotler, P., & Caslione, J. A. (2009). Chaotics: The Business of Managing and Marketing in the Age of Turbulence (1% edition). USA: AMACOM. Retrieved
from http://kolegjifama.eu/materialet/Biblioteka%20Elektronike/Chaotics %20The %20Business %200f%20Managing %20and %20Marketing %20in %20
the%20Age %200f%20Turbulence.pdf

20. Mills, R. W. (1988). Pricing decisions in UK manufacturing and service companies. Management Accounting, November, 38-39.

21. Nick, W. M. (1997). A comparative investigation of transfer pricing practices in selected industries. (Doctoral dissertation). Nova South-Eastern University.
22. Peter, L., & Chris, D. (2013). Pricing Decisions and the role of Cost Accounting Systems and Cost Information in Tourism Organisations.
In Proceedings of the 7" Asia Pacific Interdisciplinary Research in Accounting Conference, 26-28 July 2013, Kobe, Japan (pp. 1-20). Retrieved from
https://researchonline.jcu.edu.au/31546

23. Porter, M. (1985). Competitive advantage: creating and sustaining superior performance. New York: Free Press.

24. Pham, T. L. P, Nguy’n, T. T., Donna, B., Sally, M., & Bui, H. N. (2010). Develop a strategy to enhance the competitiveness of rural small and medium
enterprises in the agricultural value chain. CARD project 030/06. Institute of Policy and Agricultural Development.

25. Kotler, P. (2000). Marketing Management. Upper Saddle River, New Jersey: Prentice Hall.

26. Skinner, R. C. (1970). The Determination of Selling Prices. The Journal of Industrial Economics, 18(3), 201-207. Retrieved from https://www.jstor.org/
stable/20976107?seq=1#page_scan_tab_contents

27. Tran, T. D. (2013). Completion cost accounting with enhanced cost management in feed processing enterprises. (Doctoral dissertation). National
Economics University.

28. Vu, T. B, Dao, D. H., & Nguyen, M. C. (2014). Livestock development policy in Vietnam - Challenges and solutions to 2020. Institute of Policy and
Agricultural Development.

Received 19.07.2018

Vu Thi, K. A., Hoang Khanh, V., Ha Thi Thuy, V., & Vu Thuy, D. / Economic Annals-XXI (2018), 171(5-6), 29-37

37


https://doi.org/10.1037/0033-2909.103.3.411
https://doi.org/10.1016/j.bar.2004.08.003
https://doi.org/10.1108/02686900510574548
https://digitalcommons.butler.edu/cob_papers/11
https://doi.org/10.1007/BF02291575
http://kolegjifama.eu/materialet/Biblioteka%20Elektronike/Chaotics%20The%20Business%20of%20Managing%20and%20Marketing%20in%20the%20Age%20of%20Turbulence.pdf
http://kolegjifama.eu/materialet/Biblioteka%20Elektronike/Chaotics%20The%20Business%20of%20Managing%20and%20Marketing%20in%20the%20Age%20of%20Turbulence.pdf
https://researchonline.jcu.edu.au/31546
https://www.jstor.org/stable/2097610?seq=1#page_scan_tab_contents
https://www.jstor.org/stable/2097610?seq=1#page_scan_tab_contents

