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THRESHQﬁD!PRICING: A STRATEGY FOR THE
MARKETING OF ADULT EDUCATION COURSES

' Marvin E. Lamoureux, M.B.A., Ed.D. , /
Vancouver Community College ° ' Y

INTRODUCTION

This paper does not intend to-convey a popular notion that adult
educators, whether they be called instructional agents, program administrators,

.

or program planners, are in ahy respect misplaced marketing managers. Rather,

it 18 adult education's dynamic structure which ows these individuals, from
time to time, to draw from other diéciplines. Marpketing, is merely one. of
those "other disciplines" dhich. given specific /field-oriented circumstances,

maygoffer adult educators ansngs{g)definabl problems. ! 5 : "

Inasmuch as adult educators must understand and use variou$ account-

‘ing techniques or bsychological/sociological concepts, one would hardly
congsider such individuals as profesiional accountants, psychologists or
koéiolqgists. Nor, juécbbgcause a range of markefing techniques may be useful

should one feel obliged to stéte that adult educators are becoming closet

. . i
‘marketing managers. Within the spirit of adult education's "emeyging discipline"

context,relatively_Iictle attention has actually been devoted to marketing

° management, and even less to this paper's major concern: course pricing.

¢
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PROGRAM PLANNING -- THE FRAMEWORK FOR COURSE PRICING

- ~

.

v

. Course pricing should be considered a program planping }Qpction.

Determin;dg coﬁrse prices implicitly begins when an adultﬁ%ducator

- decides at what level a program will be presented; that Lq;,qt a

. ! ‘!

'commupity, institutional or activity level; and during the participant
. needs assessment process. Actual determination of the course price

" occurs when one begins to "arrange institutional factors influencing

participation w2 i ' o

i
1
. As ‘depicted in 4he program planning model belo&l (Figure 1,

<

page 3) the«programming level assumes environmental clrcumstances which, to

v K
some extent affect the pricing alternatives available to the adult
educator. . For examﬂ&e, community program planning, ‘because of

political, histarical, -budgetry or other traditional factors, may not’

present a situation where any direct charge be br ught ‘to the participants.
‘ y 5

"As one develops courses at the institutional and activity progran

' 5 . ",
planning levels, the c¢ourses are usually more delineated and 1e§h to a

greater possibility for course prices. Furthermore, institutional and
activity program planning levels may have their own traditional heritages
which determine a range of prige lines:3 .

The above examples constitute implicit pricing structures

" available to adult educators ‘hithin these implicit structures

articipant needs assesém ts should, if pr erly conducted further
P P

narrqw potential course prigg variability. For example, if an
\
institaotion wants to program fnr senior citizens, the needs assessment

should indicate, especially through socio-economic data, that these

.

participants have limited disposal \ncome to spend on such courses.

v
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' . FIGURE I
* . ' ~ # . 5 4
‘ 'S:.k ‘ & . . A IQ(OGRAM PLANNING MODEL*
" - ) , -~ o . ‘/ ’ ~
A, Community'progtam plannin'g
LEVELS |} " B, Institutional program planning
C. Apttvity program pla ning '
4 v L@ ) ) . .
0ALS “+,. 1. Outline general progxam goals
rNEEDS & INTERESTS 1 ) 3 Asses»q He.eds & Interes s & establish priorties
- o N
: 3; Define program objectiv\ﬂs
« ?‘

4. Seleét jlgl’x‘eunod X

5. Arrange ins titut;lo

. “ e
& . a. Sel.'e';t."i’o'c,atton & facllities .
. ‘ Q ‘ b. l;e'tetmine ‘timing -:‘seaso , days, hours. .
e R c. Escablish frequency & length of sessions & ©
MANACEMENT o 5 ’ TR m S, 1éngch‘of“prograﬁ \ ) . .

d Identifj; group size

e:! betermin'e budget & participant cost
¥ . :

f. "Arrange promotion & publicity

g. Select & train instructor(s),
h

. Develgp means for evaluation

: t
6. Monitor implementation of program

< 7. Evaluate & determine future action. \\

\ -

\ ' \

-

. *Source: B,J, Thieffeld, Tri-State Continuing Education Conference,

Vancouver, .B,c\ U.B.C. Adult Education Research, Feb., 1977. !




\ A
N\ A ., . '
\ - -4 -
. - * .
' . On the other hand, needs aBsessment related to institutional
. programming for acéouﬁtants, engineers or other profeséional groups . ¢

may clearly indicate potential course prices in excess of $100.00
per course,4

Course prices are explicitly developed when an adult educator

attempts to arrange various institutional factors influencing parti-
cipation. As'iﬁdicated in Figure 1, this constitutes the management
functidn of program planning and the point where predetermined _—

» ' conceptual foundations for course price considerations normally exist.5

L]

- An individual's conceptual foundation usually dictates a '
pricing attitude ("charge'what the market will bear" or "keep it as
¢ low as possible--just cover rexpenses') and, therefore, the actugl course

price.

There are two generalized concsaxs related to any product or

_course price consideratioa. This is fundamenfal whether it be a
- T private sector or public sector product/service pfice debision.6 One
conceptual framework looks at adult education courses as if they were
"economic man" goods',7 th; other, as if theég courses were consumer. JF¥

shopping goods.8
. ADULT EDUCATION COURSES AS ""ECONOMIC MAN" GOODS

This conceptual_foundacion has been derived from economic ’ )
theory, where price: (1) is assumed to influence buyer choice because
price serves as an indicator of purchase cost, and; (2) is based

~ upon the principle of rationality.9 This principle is characterized

by the following péints: (1) complete information about economic cond-

itions, both present and future, are known to the rational economic

. ( | .




‘on the price structure. LQ R

man; (2) there are no institutional or psychological factors which

“impede action, and; t3) indiv&@uhf-action has no significantEInfluence

N
S 1

The above assumﬂione are ‘anifested in the form of the

demand curve or, as- iv'ﬁ; a&so cal!eB- the demand schedule This
L4

schedule is, defined as "ghe demand‘%br the amount of a particular

good or service‘tbag consu@grs agé willing and qble to buy at each

ptice in a set 6f&éds;i§1e pgic;; during a s;ecified period".11
- A fuﬁdamental’characterfséid’of rationaligy and the demand
4 ‘ .~

cuévé is the inverse relationship between price aqd quantity demanded;
that is, as tﬁé coutse pticé increases, for example, from 55 to $30,
enrolment would be jexpected 'to decrease from 53 participants to 6
participants. (ség\élble‘l, page 6) Total revenue or course fee
mﬁltiplied by the ;umber of participants would then drop from $318
to $180: As the course fee decreases from $30 to $6, the enrolment
level would be expétted to increase, for example, from 6 to 53 parti-
cipants because "more people substituté it for other goods'. ve

Although consumer demand analysis based on classical economic
theory still exerts égnsiderable influence, criticism of the basic
assumptions and results derived therefrom hawve been voiced Since
the 1700's when Bernouilli noted that "...the subjective value of
money or its 'utility' is not necessarily the same as its monetbry
worth".}3 Thorstein Veb}en (1899) also argued that "many purchases

were motivated not by intrinsic needs or satisfaction, so much as by

the search for prestige".la These early attempts to explain man's

‘purchasing behaviour, not "as an economic unit in the market S

(but) ... as a consuming unit 1in the market”15 were finally acknowledged

)

S
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TABLE 1 .- \ T I

A HYPOTHETICAL DEMAND SCHEDULE\YOR /
AN ADULT EDUCATION COURSE

e .

Course Fee ! ~ Potential Enrolment . Total Revenue
$30 . 6 participants. " $180
24 10 participants 240
18 ' 15 rparticipants 270
12 25 participants ) ) ~ 300
6 ’ 53 participants 318
. b ! 4
L4
I
'
' FIGURE 2
A DEMAND CURVE REPRESENTING THE -

"HYPOTHETICAL DEMAND SCHEDULE

$30
Program
Fee -424
$18
$12
$6
§ >

6 1) 15 . 25 53

- Potential Enrolment.

14
t

4 '*Source: P.A. Samuelson and A. Scott, Economics: An Introductory-
Analysis, Toronto, Ont.: McGraw-Hill, 1966.
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when Tibor Scitovsky presenteo\ major paper before the Marshall
Society at, Cambridge University on March 2nd, 1945. In his paper
Scitovsky made reference to a fundamental problem in the rationality

assumption by stating that because of the wide range of products '

the shopper is "no longer an expert shopper", and one must "judge

' quality by indicies of quality!, that is, "the size of the firm, its

w16

age".... and ... "price...

The above arguments generated within the discipline of economics
have led marketing analysts to look beyond the price of the good as
a sole definer for consumer purchasing behavior and into conceptual

17
foundations '‘based on consumer buying habits."
THRESHOLD PRIFING ~ AN ALTERNATIVE TO THE PRINCIPLE OF RATIONALITY

Tibor Scitovsky's criticism of the economic theory of demand
has allowed social scientists from economics and related disciplines to
consider other forms of consumer reaction to given price structures,

pointéd out by Dorfman:

. /
""'So the question of relevance . /
reduces to whether consumers, consciously /
or not, behave in the way asserted by '
this “(economic) theory. In examining
this question, the theory must not be /
taken too literally." 17a /

The omnipottent individual demanded by economic theory's

”

-
rationality principle was also attacked by Engel, Kollat and Blackwell. ,

These authors asked consumers to state the price of various products.

As indicated in Table 2 (page 8), ‘the rationality princible can




TABLE 2 *

<’ v

; COMPARISON OF CUSTOMERS' ESTIMATES OF PRICES WITH ACTUAL
4 RETAIL PRICES ON HIGHLY ADVERTISED ITEMS ’
. . e vs

_ Customers Customers
Rank 13\} +  Naming Within 5% Higher .
. Exact Price Exact Price or 5% Lower
© Product Recognition (%) (%)
Coca-Cola (6-pack) RS T 86 ’ 91
Kleenex 400's ) 1<?**%~5f§4xr 34 44 ’
Cambell tomato soup’(~’ 6 30 49
Carnation milk.- ; 9 25 33
Pet milk .~ \ 12 23 49
Duke's mayonnaise 15 21 38
Domino sugar, 5 1b. - 18 20 ) 67
Breck shampoo 21 19 21
Colonial mayonnaise ~ 24 18 20
Red Band flour, 5 1b. 27 18 42 1
Scott towels, large 30 ., 16.. ; 24 " !
B & M baked beans 33 15 ~ 27
Heinz catsup 36 13 27
3-D bleach, 1/2 gallon 39 12 15
Silver Lﬂbel .coffee, 1 1b. 42 11 ; 13
(Colonial) :
Dole Sliced Pineapple 45 9 22
Black Peas, 1 1b. 48 8 19
Pillsbury angel mix 51 6 13
Span, 12 oz. 54 5 20
Minute rice | ' 87 © 3 13
2 34

Colonjal shortening,,B lb 59

*Source: James Engel pavid Kollat and Toger Blaikwell, Consumer
Bethiour, Second Edition, Toronto, Qnt Rinehart and Winston, 1973,

10




yardiy.be‘staged'to exist. This in turn casts.doubt on the generally
r‘accepted attitudé by many individuals who must price pfoducts and/or
services, including adult educators, éhat potential purchasers will
react to prices as the ptévious economic.demand schedule . implies. .
) If, as Dorfman has stated: "...we see that our theory
(economic) must be regarded as a simplified approximation to consumer
behaviour"lg; what alternative is available for an individual

involved with the pricing function?

Scitovsky responded to this problem by dealing with consumers'

Y responsiveness to price through a new and possibly a stronger (for

the field at least) formulation: the concept of threshold pricing.
In his original formulation he delt with potential thresholds as

follows:
"In a certain sense, we always attribute
two prices to every commodity. We think of
a commodity's traditional past price as its
'ormal' or 'fair' price, which denotes its
worth. We contrast this price, with the
. commodity’s actual price whenever the two
" happen to be different., Only when the two .
prices differ from each other are we con8f§ous
of ‘a commodity being cheap or expensive."

Even at this early time in the development of subjective
price analysis, Scitovsky realized that price is a more complex

criterion than many authorities' seemed to feel. Consumers are often

;nawggg of the: exact prices for many products, and it may be, as many
auth;ts suggest, that there is a range of acceptable prices: As

léng as a price fails within this zone of indifference, then gbe
price'may not be much of a factor, although it can become quite
significant when raéges are exceeded. And, as more recently stated

by Dorfman:

. ' . 11
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i "The market for any
commodity consists of a great many d
consumers, each of whom has balanced
his budget within limits of tolerance
set by his powers of discriminatign.
Most of the consumers are well inside
their limits of tolerance; they will
not react to small or moderate price B
changes. But some are very close to
. the limit; they feel, say, that the
price of movies is undesirably high.
. Those consumers will react to a
price change."
L

.

Monroe and Venkatesan have also defined threshold or limit

as "a point or region on a scale where a responge shifts from positive

w2l

to negative, or negative to positive, as the case may be."’ Within the

structure of price detérmination, Stoetzel stated that "the eventual

purchaser perceives a band of prices above a particular price, as

s 22 \
constituting a risk of not giving adequate value."

As far as the framework within which the consumer_devélops the

price range, Monroe points out that "the reaction to the price

.,stimulus is subjective at best since subjects can be assumed to. be

reacting to that price relative to an enlire set qf purchase decision
variables."z3 However, the“primary resea}ch determiniﬁg various
consumer factors which may identify the upper and lower bounds

of the price th;eshold for a given product, product line, or group
of‘similar or competing products has not been pursued beyond relating
the bounds estimations to a given price stimuli. Furthermore, Monroe
noted that: "the hypothesis of a standard price serving as an adapta-
tion level for.price judgements has not been directly. tested ...
(altho?ghf ... evidence does support the plausibility of this
hypothesis."za

Shapiro, continuing with Scitovsky's line of thoughtvabout

12
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’ theory'. What, in fbct , was ogcgurring led then to restate Adam and \

- v i .
a fair or standard price, guggested that consumérs will not ‘be expected

to react to small pzice changes or price-quglit,y relationships unlen

there are perceptibhr price chenges fron the eo-called uom.25

, Gabor and Granger because of a priqr etudy of CO?MF

’ . % e "

price knowladge, stated that customers dl’d not enter the market

. - .

with a seties of degand schedules as ;}oetulate& by economic' demand

- & A '

Stoetxel'e hypothesi that cuatonere enter the urket with two price’

.
.

¢
u-m oan upper and {uet bound “An e1;7nat1ve, end we believe :

superior npproa&h to price deternination 8 to gage 1f the price sensitiv-

. 15}/{3 significant, to examiue_t’ne rqngea of price acceptability of
o (] :

" each of thé more important socio—écononic gub- groupe."26 in this

* price most frequently charged." wEd Olandex’ was one oithe fitst T

‘authors ta realize that price sensitivity based on a

sense, “...l:he long-established fact that consumers' behaviour can

change .lbrupf'ly wvhen certaid limits are approached soin™ 1m valid 2

Olander al-o suggested :hat a buyer 8 price judgement is

.

" influenced by his perteptlon of prevailing market prices and his

perceptiou of the ptice most frequencly charged "I have gathered

.

data ... which indicate ;hat the pattem of ipten_ction between price
and subjective quality of> the product is influenced by the coneanr‘e

1deu about the p ce range in the market and by what he .thinks s the

.

iven market price

level or cdnnmer expectation abolr a price is only mcub-mai’yﬁ.‘a "

‘ needing furthe! expmion. 'l'he'expmion. should attempt to indicate
I,

vhat consthet fnctore affect the develop:eut of "fair prices‘ and

P

price thresholds. "A number of psychological and other .background
factors (price conseiousneu, previous experiences with products, o

-

.

socio-economi¢ status of househpld) may lead to a clasgification of

% - d e
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.

k'-‘{:’hu‘intended by the price letter;"

a particular price by t eonsti:\"ar'lthat 1s. different from the price
1,29 - '

.

HcConnell folnd that his fuﬁjecta (college atudents and their

families) uhed the gh priced brands of beer as a frame of reference

.

. for judging low and medium priced brands. "With a phyoicaily ‘homo~-

L

Y /
tand as being a betqar quality product than Ji?e other

geneous prqduct'md unknown brand names, -ubjec‘}u perceived the
hig}lent;pricey/!:

L

. two bunds, .:30 ,urthetﬂou' "Because a new product or brand has no o

traditiona{ price. no reputation other than the. company's name, its

qun-uty is l\i‘kely to be nppra;aed largely by its pt‘ice."31 A maximum

« price gbservation was also derived by ‘Pouillo who asked his lubjecta
the following queation: "Hhat is the price of ﬁe -~ item you buy?"32
Thqit responsa corrmted strongly with a queation on the uximn price ’
-

69), and less so for the uinim price (r=,32). ’ !
-

/ Monroe pointed out thac Uhl in attenpting to explain his ° =

respondénts’ lack of success in identifying the price last pnld.

observed that "in judging a price change, consumers use ,the'rauge of

pricec last paid as a refarence point «33 ) ~'f t . ) ".

LI Pqtthemore, this percep!ion of price change- by the consumer

“was ‘uhted to the iq)ormce of the product in the budget and ~ * *

-frequency of product purchua' w3b, ’ .
1] N .
Kamen and Toman in studying gasoline pricfs concluded that

-

3 { . ; .
‘consumers do have a "fair price concept” and that)consumers have price -

thresholds or-zones i)glov or ‘above which they will swité¢h or regard
- . . T . :

the quality of an item more than before. FPeterson noted “that for

a produtt about which, there is a.lack of information (1) _price would

serve as major determinant of‘quality perception, and (2) the price -

.
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. : (
perceived quality relationship would be non-linear; that is, there

‘ * are sets of upper and lower pri'ce limits. Within these limits, price .

may well serve as an indicator of quality, but.above and below them.

% a
N ‘respectively, the product will be perceived as beiné too expensive or
F I of"quesg:t;onable quality."35 «®
IEI summary, Emery has been given credit for noting -some o
. s 6 k

‘ important dmplications of .threshold price theory: 3 ¥ '

! 4 i é *
* 1. "A price judgement is a judgement of- 'value for money'

PR ' ~—— . o
: where value refers to .use-value of somé commodity for -

a

- some person or persons.'’

2 "Price judgements #tecrelative, not absolute; relative v
to what is known of other prices as well as being relative

to the significance attached to the associated use values,"

- \ 3. "There appears to be a 'normal’ -or standard price.

» '+ for each diécemtble qual.ity level in each
commodity class, and this normal price tends to‘
5 * . act as an anchor for judgements of individual prices."
. .

4. "There appears to be a range of tolerance or region of

indifference about each such 'standard' and its associated (

-

" quality level,"” ! v X

-

L , 5. "The normal price or standard will tend to be some
ETICEY
average of the prices being charged for similar

commodities; that 1s, prices are not judged in isolation."

. e



’

, 6. "A further effect of the range is that a shift in

judgement of what 1s a standard price-is more likely E }

. to occur when the range is -extended than when the- ‘ :

range is restricted."” /
’ "Déapit.e the%elative continuity of

money scales (that

/ .
~-u divisible toX pennies) prices will }e ngeu as a set , ,
of ordered cctegories (cheap-fair-dear) rathet than as v o= 8 -
vy foming a continuum." . .,‘ - - ¢ o .

'THE PROBLEM —- THE HYPOTHESES ' a
. . N . . . . . . 1

: Beéauae of the importance of uuccessfuliy prici'hg ‘co(u:ae offerings,

gdult _Jeducatotﬁ should look beyond the decision-making scope embodied

in the cost-relgted break-even attitude and begin to fealize that the

price of an educatiomi offering ip not just to be defined as a

.

" cost factor to.the potmtial consumr. If the course price 1s derived .
mainly as a function of 1nstitutiona1 costl such as 1natructor wages, p
overhead, or stationery, then the final course fee may not fall into

" an acceptable price 'r'ange for the pomt(d.pa:ticvipmts; ‘that 1s, the °

’

participanto may consider the price either too high relative to the

cxpected yalue, or too low anhd question the coursé's quality. The . 3

-lattet observation has been referred to as the principle of price and °

imputed qullity. . . . ¢

Various consumer behavior analysts have suggested that buyers o "

have a notion of a fair price (actual or perceived) and that "the g

eventual purchaser perceives a band of prices above a bar;icular price S

at vhich the article is regarded as too 'expenain. and below another

pricc, as constituting a risk of not giving adcquatc value." 38

6. . \
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" Therefore, the general problem ¢hosen for investigction was to detemine
. the exist-nce and applicability of course price thxesholds or ranges . r.o

the decision—making fgamework of adu-lt educators, with special reference )

.

A
t?&rofessionall'y-oriented university cont,inuing education programs. -

A specific research problem was alse defined: do price threaho_lds - : ’ .

-actually occur around an "acceptable' price fpr continuidg education '
Y : . i . ) e .

courses? . . . . ;G g ’ ’
. - .

The hypotheses are statistical in nature and attempt to
. - N / | - . N\ )
. - react to. the research problem in two ways: "I . o . N

1. to, determine, based onﬂmet'hods duplic’ai:et; from the literature, .

v P 7

if thresholds do exist for..prqfessionnll'y-eor;e_nted adult é_ducation courses,

LIS T . -4 |

and; i ‘ : ¢ ‘ |
[

|

|

2. to test for more detailed relationships between both upper

4

. . ‘and l'm;et price thresholds and related socio-economic and participant

-

interest scores.

As this study was e:tplomtory, it should be not:ed that all

R}

previous threshold pricing studies dealt with tangible consumer products ‘.

’

generally available throughout the private sector retail market. . .

..

5 Continuing education cogrses are, however, not products but services

. 4 . 3 g |
. and therefore intangibleX the courses ere not 'prj.ced-in the . l
‘. -
pvlvate p:ofit-naking sector but in the so-called public nonprofit

a tor, and are not available throughout a highly conpeti.tive retail narket. l‘
4 -
Literature Hypotheses

.

.

Hypothesis 1: There will be a significant difference Between ) "“

a

. the actual price of the non-credit professional education,courses ?
(Enis and

—the 'part:lcipant designated t_:gg r bound price for these courses.

" stafford) : ) : Y w ' . |
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‘Hypothesis 2: " There will be a significant difference between

by «

- the actual price of the non~credit professional éducation courses and

- ..

" the participant designated lower bounds price for these courges. (Enis
and Stafford)
! »

Hmothesis 3: P'articipants will designate Bigni'ficantly more

* non-zero dollor ($) lower bound prices than Zero dc;llar(&'.) lower bov.'xndApricea,
ﬁut is conti;puing educatioo,o_nrticipants_ who attend professional
. \ . ed_ucation\courses project a p'rice and impoted quolit; attitude about
. - . the:lr courses. XScitovsky) : . .

«

Hmthesis lr Bigh and low price thtesholds will correlate

significantly and positively with the price of courses. (Fouillé)

e
L}

Exploratory Hypotheses. ' \ - I : Ce e v e
= : gxmtggsis : BoMgh and low ptice threshold scores will
: . _ :" . cortelate significantl? and pocitively \dth participant' ’
ru - Woalth Factors: g i - '_ ' "
. ' o Bmothesis 5.1% Enpfoyability, that 1s, was the individual ‘

-,enployed or not employed at t‘he time of couraé participation.

v

s ' l_!zggthesis 5.2: - Job status score based on the Blishen Index " . .

of perceived quality of the individual's job:
! ’. . » . - PR ’
) thesis 5.3: ,Income of the indiyidual; i
Bypothesis 5.3: o ; _

Hypothesis 5.4: Receiving fee fnymenta from an oututfe source.
LI M -

Comit;:c\t to Adult Eduoation Factors:

p——

e ‘ Hypothesis 5.5: Total hours devoted to classroom .atgg‘;_xdancc
- in contiinui.ng' e'ducatioo “courses within ono y;at prior to entering t‘he
- course under consideration; _ k
Hypothesis 5.6: Persoéal need score rel.atad to atteoding the
course under consideration; fshnpim). ) ' : . fl

£ Hypothesis 5.7: Economic need score related to attending the
4

-

3 *
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course under consideration; (Shapiro) |
Hypothesis 5.!: Attitude toward continuing edut::ation score;
~—
(Adolph and Whaley Index) .
Hypothesis 5.9: “Distance the \participantfhad to travel to get

to the course.

PROCEDURE

.

/

{2

courges were chosen for this at'udy. All 242 Q:rticipants atten’ding

these courses completed an exten soci;)-e'conamic ?;ueaticmmire.
i -

coefficients. - Cn

The qu tionnaire's.validity was determined using two methods.
A pilot study was conducted duridg the prévious summer (1974). fortyb
nine students attending profess

& L ]
- the University completed the qmstionnaiteﬁ?él‘hey were personnally

i :
al, continuing ‘education courses at

- asked to note any problems related to or criticisms of the questionnaire.

‘ Question respbnses, were analyzed and appropriate adjustments made before the

.

1975 major study. The second validity check accurred after the partici.panta"

completed the major st‘udy questionnaire. *Twenty participants were
[ ;i -

ran_donlj chosen and verbally asked about, their written responaés tand

whether or, not they had any problems with the questionnairé itself.. The

.

‘ pilot study‘ p?oved successful as the major study sub-group indtcated no

.

response problems or errors.

N .

19 .
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The reliability.“éf an existing pr!ce‘« tl}reahold for continufng”

—-—

¢

\- ' education professional courses can beydetermined only through eocpanded.

studies using different types of studénts (genera.l course pag;icipahta),

different courses and mfitutiona. For this study hbwevot:, a

I'

* reliability-check was achieve'(l .using -the pilot and majér 4tudies. In

both cases the participants diy project upper?and lower b“und price .

thresholds which were signif:lci ;1y different itof theit treppective

course pricel. : In this l.inited \se. 49 different studenh in i ,'
A ‘
to the major study, ptoduced

9 different courses, one year pril

the same fundamental outcomea as t

P

?ajor study itself.

FINDINGS

- 4 -

'
Literature Hypotheses

Threshold pricing theory statiis that the price range which

h'xcludea both thé'upper and lower bo prices should vary around a

N

"gtandard"product ppice. ‘For this study the "starddard" product price

# * . was the mean price charged for all c'outs'eshattepded by the pircicipancs.
" The c;;per bound and lower bound pricea vere the mean aéorea obtained
s from the participants' response when they were asked to present both
. an upper and. loaer bound price for the course they were attending.‘o

Alghough the literature does not opecif:lcally lute that the
upper and lmr bound prices should vary oiguif:lcantly from the mean
ptice of the good or service, it was tested fot such an occurrence., If
there was a significant difference between the mean course price and
the teapect.ivg mean up;er and Ioer’ bound prices, with particmt ’
reference to ‘the upper b?und ;n-ice, one cou:!.d the apeg:ulat? 'with
some confidence that increasing profesaidnal course fees at this

inst.:ltution would not affect attendance to suz:h an extent that total

| < 200

.
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" be clasoified as "inelastic".

-19 - ‘

revenue would drop. In economic theox:y' terms, the demand curve would

i

Hypothesis 1¢ ‘There will be a significant difference
between the mean price of the professional non-credit
education coyrses and the participant designated upper /
bound mean price for these courses.

', Hypothesis 2: There will be a significant difference
_between the mean price of the professional non-credit
education courses and the participant designated lower
bound mean price for these courses.

T-tests between .the mean course price and the separate upper

$ . .

and lower bound mean pticea -‘wete‘conducted. Given a t-prob. o,tﬁ( .001
(d f. =.259) between the mean course price and tﬁe mean upper bound

* price, Rypothes:le 1-was accepted. Hypothesis 2 vas also accepted
based on a t-prob ¢ .001 (d. f. |= 264) between themn course

price and the mean lower bound price. -

A foundation of threshold pricing is a pronounced ptice and
:meuted quality attitude by consumers tmrds products or services.
It was assumed that 1nd1viduals, when agked to designate a lower
bound price threehol‘d‘, would not state a $0 level. They will, in
fact:, begin to ’suspect the ‘value of an item (or service)1f it is

priced too lov, that 13, at or below the theoretical 1owet bound price.
gmthesis s Participants will designate aigniticantly -
‘'more non-zero dollar (§) lower bound pricea' than zero
! dolhr ) lower bound pricen. . -

»

A simple count of those participants who ‘Btated a $0 dollar

lower bound price, as against all others, revealed that they were in
the minority, conatituting only 8.51 of the respondents. It would
therfore appear that the price and imputed quality concept genetally

existd for the professional courees offered at the Centre.

4
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?ouillfa observed\that consumer determined upper 'anq lower

bound thresholds are functionally related to the price of the good

or service under discussion, or at least some average of related goods.
. .
Therefore, 1f the good is perceived as being in a ciqss of 'expensive
items, then the threshold range wil'l relate to thet _higher price
ffaﬁework. If' the price class is perceive'd as inexpensive (gum, sode'
pop) then the_ _t.hreshold range will relate to that lower price level.
To judgel if continuing education courses aiso show this price class vs,
‘ghreslu;ld price relationship it Qae suggested that: _ .'

szotheeis 4: High and low price threshold scores -

will correlate significantly and posit:ively

with the price of the courses.

- The correlation coefficient between the mean course price and

the patticipent' det_ermined mean upper boupd price was t-'.'53 (p<.01);

and between the mean course price and the mean lower bound price was
" ;

r=,39 (p<.01). These figures compare favorably with Fouil1é's findings
of r=,69 (upperbound) and r=,32 (lower bound)." .

~ Exploratory Hypotheses

Participan:s' choice ot‘ both high and low ptice threshold
-~
bounda may be assoctated with their level of wealth and their commitment '

.

4
to continuing education. o To test these two generalizations, nine

separate hypotheses were developed, four related to wealth and five'
~ ’ - . b . !

related to continuing education commi tment., /

Wealth " : . .
N L
’

) . Ce T ) ; ‘v
‘High and low price threshold scores will correlate positively
& .

and significantly irith the participants' .~

: ' Hypothesis'5.1: Employability status.

Hmothesie‘S.Z: Job status score, (Blishen Index)

-
[ Tha .

zmthesig 5.3: Income
¢ Hzgothesis S.4: Receiving fee ’}aaynents from an outside source.

- B | . “ »

r" e . -
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TABLE 3

RELATIONSHIP BE’NEKN THRESHOLD B

PRICES

AND PAR’IICIPANT "WEALTH" ?ACT

Upper Bound ° Lower Bound
Price Price
‘ r L\ r -
Sy 1 T R s
Employability status B . W35 _yr :261 4 t‘
Job status score (Blishen Index) .321_ o B 24 _ T e omie e
Income ‘ A 2 : ‘ ‘.18,2- ) .133,_ :
Payment of fees by some other source .18-1' }.11‘ g
. b

Where 1 = p<.01; 2 = p&02; 3 = p<.10 : :

o . - 6 . L

. Participants' choice of an upper bound gride is clearly related
to all .fgur’ "wealth" factors. The lower bound p'rice‘ had the same
relationship as the upper bound price ‘aq far as emialoyability status
and job status score was concerned. (p<.01). The relatiénship was not
quite as strong with' the 'income (p<.10 versus p<&02) and fee ﬁayien? ‘
(p= not significant versus p<.01) factors.

N Comitment to cOntinuing Education = . '

High and low price threshold scores will correlnte positively ,
and aignificanuly with the participants! ‘ ; - e
l_!m thesis 5.5: Total hours devoted to continuing education.
Hzﬂth_esis' 5 6.:. Personal need ecore.
Hypothesis 5.7: Economic need dcore. ‘ ’ -
Hypothesis 5.8: "Attitude toward cmtinuitxg education. (Adolph J
and Whaley Index) . ‘ 2. ,
Hypothesis 5.9: Distance the participa:rt had trmffl to get to

the course. . : 2 3 , &

s T %

N
Adnas
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Commitment to cont.inujir;g' education consisted of five factors.
It was expected that strength of involvement in continuing education
would be related to total hours previoosly devoted to continuing
education (Hypothesis ‘5.5-), a positive attitude toward continuing
education (Hypothesis 5 8). and place of residence (Hypothesis 5.9).
Personal need (Hypothesis 5.6) and economic¢ need (Hypothesis 5,7)
are a form of more direct commitment with the specific coufse and the

7

type of value the participant expected to derive from that course. -

o .
L TABLE 4 .

RKIATIONSHIP BETWEEN THRESHOLD BOUND PRIGES AND
PARTICIPANT COHHI'D&ENT TO CONTINUING EDUCATION

7

. Upper Bound : Low'er Bound
. Price Price
| ) : 4 S - . r
Total hours devoted to continuir;g edocation .201 | i .221
Personal need -acor‘er ] ' . .01. : .09
Economic need ecore . .142 ! .133-
"ttit:ude tmrd continuing education .04 .05 |
Distance travelled " , .331 ‘ .251

Where 1 = p<0l; 2 & p&05; 3 = p<.10

; . . . . “u
Total hours devoted to continuing' education (p‘ 0}), distance

°

%

'

tuvelled (p<.01) and economic need score (. OS)pl 10) correlated rather =
well with partiéipant responaes to both upper and lower bouud price,

/
considerations. The Adolph and Whaley Index and personal.ne‘ed score

appeared to have little essocietive,value with respect to price boundaries.

Al




~ (Hypothesis 5.1); (2) their job status on the;Blishen Index (Hypéthesis «

" . IMPLICATIONS,

*

.

Pgrticipants' upper bound price designations were positively
and significantly affected by: (1) the fact that they were employed
rather, than unemployed (Hypothesie 5.1); (2) their job status; score

‘on the Blishen Index (Hypohtesis 5.2); (3) their income (Hypothesis

5.3); (4) the fact that some othet 80urce paid their fees (Hypothesis

N
5.4)5 (5) the nuiiber of houra devoted‘to qontinuing education over the_

last year .(Hypohtesis 5.5); (6) their econ;aicxyeed score (Hypothesis

«
5. 6), and (7) distance travelled (Hypothesis 5.9)

Sh
Participants' lower bound price choicee were positively and .
significantly affected by: (1) the fact that ‘they were employed = .
: ; ! , : S

' 5.2); (3) the number of hours'devoted to continuing e&ucation over the

laet year (Hypothesis 5.5); (4) distance ttavelled (Hypothesis 5.9),
and to a lesser degree, (5) their income (Hypotheaia 5.3), and,
(6) their econqgit;peed‘score,(Hypothesie 5.7).

In general, the theoretical foundations of threshold pticing
appgaf to be:somewhat applicable to professional continuing education

courses offered by the UBC Centre for Continuing Education.

o
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#. Adult educators are, from time to time, cqnffoﬁtgatéith
prébléms similar to those faced by marketing management in business
and industry. Both are concerned about market fdentification and

satisfaction problems. Both must successfully compete for a portion ' : z

; A

LI : . ‘

of the congumer's budget in order to xemgin,:jjzis as service-producing

» institutions.




" G - .

To resolve Eﬁese marketing problems, adult eiﬁucatora

must present acceptably prices ses to the market at the proper . : \ “

time, in the proper location, and with an adequate amqunt of publicity. .. '

Although these four factors within the marketing mix (product, place,

promotion and price) bear equal weight, the main focus of this p:qject 5

“has been'with price. © i

-

The stugly'a'majot purpose wag to deternine if threshold’ '

pricing's theoretical foundatjons were appkicable to a selection of

professionally ~ oriented continuing education courses conduet:ed a.(:
"o <. . sy
sa the University of British Columbia Centre for Continuin& Education. ol SR

ABaeed on the findings previouely outl?[r&d 1t would appear that a
threshold pricing attitude exists for patticipant.s attendi_ng these,

‘ non-cfedit professional courses. This tﬁreshold pricing attitude

and the specif:lc data derived thereftom may have specific marketing

outcomes for adult educators. . ‘ ‘ ' . .t
<

1. Price should not be consideted as the sole purchasing -

determinant., In the development of marketing gtrategies for various
- v

courses, the adult educator should now begin to realize that course LI
price is only one of many consumer purchase’ decision "cues" or -

criteria. Course length, for example, has been shown to be a general f’“
. . . Pio:
6 . B . J

purchase determinant. . o . , o

a e

i 2. . Consumer acceptance of a price and imputed quai;ty attitude j 4

o, about continuing education 'courses also expands the marketing scope
. of adult educatore. 'l‘hey ehbuld ng lordg‘r take “”philoeopﬁical or it
* - administrative stand that the "cheaper the better" is a total.

A : H .
complete or truly walid ‘marketing etretegy. In fact,- just the opposite

‘may be true, It was clear tha; the patticipanta 1n this etudy may* ‘ \
R

.,

_ ’have suspected coutse quality or value if too “low a price wae edvertised. ) ~"A

&

% - 3 . 1 e s.‘ N ™y
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wiemmegggTesstve-pricing strategy-should- be-considered... Furthernore, participanta'
' . - .

" cues,

. ' < - 25 -
% . )
3. A market coro to the above is the "state of the - "
oconouy".‘- Gi\gen continually h gh inflatton rlatea. udget ru't;'icsim
faced by adult education institdtions, and the !aci) that most participants
are generally aware of both situations, this may be an ideal ‘time to
consider 'rfthcr arge (relatively and absolutely) course fee increases
!?t a wide range of professional c;mrlu. ) .'
4. There were a large number of part:lcipanu taking ptofeuioul
courses vho.hnd %Ieu yaid by others. ‘l'hn point, clong vi‘th an '
inflationary .plychology. institutional budgetary needs uq a participant- AU

based price and imputed quality consensus would indicate that a more ) :

incomes have risen and appear td be rising at faster rates than course - . .
.{m.—h ecouoide @:rns, this li.wi.y means that'participants have more |
discretionary income to spend on equivalent 'concuptﬁn goods such as
stage plays, movies, or courses givcn' by other institutions. Therefore, L
an sdult educator's institutional revenue should reflect these various \ .
income increases, iutitutionfny paid tuuti.ono. and non-price consumption.
‘

5. The ui‘.tcnco of "rough" price thresholds rather than
elegantly defined demand curves expands an adult. educator's price
marketing lttat;gy. One need not attempt to dotonln:o one “good"
or co-plotdy .ccopubl. course fee, hthor. the range between thq
upper and lower bound thresholds ;mully allows a wider prfhn; . '
latitude and a greater opportunity to increase total revenue., This -
ht:ct point occurs because adult educators have a consumer determined .
prtco un;o with which to base normal cost-related prtctn; schedules.

They could note if a course price fell to either extreme of the price

range and then decide whether the course price would be acceptable.

" 27 , ¢
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.6. ‘!hxought;ut e sEu.dy it became t':l:ar that gontinning
odwtfoa qoq:credi't ptsfe'p.stonnl cour'ses ‘cou]:d be ;chuified“ as
conn:-er "shopping goodn".‘7 ‘l‘he. cognrlu rqzru.ented this starketing -
category for four rus:oqn': (1) the participants definitely lacked "full
knowledge of pertinent product features";, (2). there were fev,' if any,
* bases tpr price comparison} (3) once t!.\o.. p;rticipanu felt that they had.
found tho right course, they were not too worried about the price,
provided it was reasonable and fell vi.thin some participant defined

—~— e
thruhgld. and; (4) the importance of the retailer (university) and
48 0

.

its image were very important,.

L]

The marketing price implications related to the shopping goods |
S i

’

classificatiod are considerable. ‘Because there were few bl_nu for
co-pii:hon. that is, little or .no direct co-potition; and because the
participants appeared generally gnclpablowﬁ acquiring full knovi.dgo‘

about comparative course characteristics, once they toun'cl' the "right’

5 courqo" there vas a ;ood,—sh'nc.' that the course Vl:l purchased. In both

-

marketing and economic terms, this means that the demand for the service
tends to be -inelastic and that the price of any particular course could
.probably be significantly raised without a corresponding decrease in 1
enrolment revenue.
The image value of the University in quu'tion was ‘considerable
for thia "good's" classification. Since the comparison procedure
was difficult, particlgantl had a tendency to look for best lpproxintionl‘
vhen deciding on value to be received. The perceived quality of the
institution was a strong ‘mtlucaco on the shoppers' perception of the
course's value, GCiven similar circumstances, an adult oeuutor should
expect that "tudin._on”'nn {nstitution's name could allow Yor course

price increases without ‘l significant enrolment loss, at least for

28 "



https://prorlded.lt

‘backward costing approach to course prices has two major faults:

" to gain the highest possible revenue from courses.

" scenerio in adult education).

f-.27 -

participants already familiar with the institution (not an uncommon .
7. A unilateral pricing strategy that ciependa solely on a

(1) 1t may create a pricing schedule that falls out of a consumer

.

acceptable price threshold, and (2) it ‘may not allow the institution
By considering that

the price of a course is not just a cost for the consumer, but also a

"cue" as to the course's value, then alternative consumer-oriented
pricing strategies which are not so mechanical as formula-based

o

strategies could be considered.

£

r

< .
vk

8, Threshold price considerations and goods classification
pa;:adigu are adequate frameworks for pricing strategy; however, thel
—a e — - ks .
key marketing question remains: ™“Who age the consumers?" or, in the

. ® ’ :
case of adult education: "Who are the participants?” An acceptable

methodology for responding to these fundamental qfsutiou is-referred

~

to as "market segmentation". »

Market ugncnution. the most. recent idea for
guiding marketing strategy, “statts.not with distinguishing
product possibilities, but rather with distinguishiny
customer needs or interests. Market segmentation is the
sub-dividing of a market into homogeneous subsets of
customers, where any subset may conceivably be selected
as a market target to be reached with a distinct market-
ing mix. The power of this concept is that in an age of
intense competition for the mass market, individual.
sellers may prosper through creatively serving specific
market segments (markettes, or little marfets) whose
needs are imperfectly uustied by the mass-market’
offering,30

Direct benefits to éontinuing education administrators from

-
’

this urhting process 1nc1ude: (1) they are "in a better position to
&

spot and compare marketing Opportunittu'” (2)' they can use their

"knovledgo of the nrlwting responu differences of the vnrfouo nrkot

segments to guide the allocation of their total marketing budget;"

29

-
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and (3) they "can make finer adjustments of their product and utketing

-

app sals.” 51 . . : .
Thus, lark'et segmentation :l.ncreuea the avareness of the‘adult
odmt,orl relative to heterogenms larl:eu. faced by tieir institution.
The ‘efficient and effectivc use of thteshold pricing methods can only
be attained 1f adult educatorg understand who khe partieipants are,
vhen they would likely purchase or ;cquire,the service, and why and
#vhere they would purchase (aequire) the urvice.- Unfortunately, any
htg‘e organization that presents "a.\;riefy of goods or services to
the public cannot assume that the nrket‘:lo homogeneous. Various. sub- E ¢

markets must be identified for a marketing mix to be effective.

o~

One fornm of‘haneraemntattqmrueut!fted‘mentm?
Although the original outcome of this segmentation process producod

statistically distinct markets, that h_gmnl ~vs., professional participants,— |

thc/u(rbting importance of these sub-markets can only be realized

vhen an adult educator acts by developing a marketing mix and evaluating

»

.
-

the results relative to the standard procedures used previdusly.

’
Other forms of market segmentation (demographic, psychological, economic)

need to be developed for specific instititions. It is only through S
purticipan& needs nsseimnt that the utility of various marketing
techniques can Be tested.. le

-

Although the above po'iuts do not exhaust the marketing
- e L 4
@onsiderations related to the study's purpose, they should give direction
to adult educators .interuted in an expanding use of a consumer.based

pricing strategy. T,

30
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