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Abstract:

The purpose of this study is to identify the key factors influencing the implementation of service cost systems in the universities under the
Ministry of Science, Research, and Technology. This research employed a mixed-methods design. In the qualitative phase, grounded theory
was used through semi-structured interviews with 11 experts from academic financial departments. Data were analyzed using open, axial,
and selective coding. In the quantitative phase, a researcher-made questionnaire—based on the qualitative codes—was administered to
132 respondents. Structural equation modeling was employed to test the hypotheses. The results revealed that factors such as financial
and budgetary system reform, university strategies, organizational management, performance-based budgeting culture, accurate cost
segregation, financial controls, cost management, and financial specialization significantly affect cost system implementation. All
hypotheses were statistically significant at the 95% confidence level, with positive path coefficients indicating direct effects of these
variables on implementation outcomes. Successful implementation of cost-based financial systems in universities requires coherent
strategies aligned with performance budgeting, optimized resource allocation, advanced IT infrastructure, financial transparency, and
recruitment of skilled personnel. These measures can enhance organizational accountability, increase informational transparency, and
improve operational efficiency and effectiveness in public universities.
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Extended Abstract

Introduction

In recent decades, growing attention has been paid to the transparency, efficiency, and accountability of public sector
financial systems, especially within higher education institutions. The need to shift from traditional line-item budgeting
toward cost-based and performance-oriented models has become a pressing issue in universities worldwide. Cost accounting
systems play a fundamental role in improving decision-making processes, optimizing resource allocation, and enhancing the
performance of public institutions (Babajani, 2016; Khajavi et al., 2016). In the context of Iranian public universities under the
Ministry of Science, Research, and Technology, the effective implementation of a service costing system remains a significant
challenge due to outdated financial infrastructures, lack of integration between accounting and performance data, and
insufficient managerial training (Mousavi et al., 2022).

Global studies have demonstrated that implementing costing systems based on activity-based costing (ABC) or time-driven
ABC can enhance the transparency and efficiency of service delivery in public organizations (Nifierola et al., 2021; Tirol-
Carmody et al.,, 2020). These models enable institutions to allocate costs more accurately, evaluate departmental
performance, and align financial planning with strategic objectives. In countries such as the Netherlands, the use of
performance-based budgeting has led to significant improvements in fiscal responsibility and institutional accountability
(Babajani & Sahibgorani, 2019). However, the adaptation of these systems to the Iranian academic context requires in-depth
knowledge of the environmental, managerial, and institutional factors that influence their successful implementation.

Moreover, scholars have argued that the success of such systems depends on variables such as financial specialization,
proper cost identification, managerial autonomy, and organizational culture (Kismawadi, 2023; Sultani et al., 2023). Studies
from both the public and private sectors support the notion that integrating cost information into strategic decision-making
enhances the effectiveness of planning and budgeting processes (AlHusain & Khorramshahgol, 2018; Golden et al., 2020).
Research also points out that universities in conflict-sensitive or resource-constrained settings must consider tailored
strategies that reflect their operational complexity and institutional risks (Kakar et al., 2024).

In this context, the present study aimed to identify the key components affecting the implementation of service costing in
Iranian public universities under the Ministry of Science, using a mixed-method approach. The findings are intended to
support the development of a conceptual model that can guide policymakers and administrators in establishing a cost-based
financial system aligned with the unique characteristics of the Iranian higher education sector.

Methods and Materials

This study utilized a mixed-methods research design, incorporating both qualitative and quantitative phases. The
qualitative phase involved conducting semi-structured interviews with 11 financial experts and academic managers from
universities affiliated with the Ministry of Science. Grounded theory methodology was employed to analyze the interview
transcripts through open, axial, and selective coding. These codes informed the development of a researcher-made
questionnaire, which was used in the quantitative phase of the study.

In the quantitative phase, data were collected from a sample of 132 participants through stratified random sampling.
Structural equation modeling (SEM) was employed to test the research hypotheses and examine the relationships between
identified components. The SEM analysis enabled the evaluation of both direct and indirect effects among variables within

the proposed conceptual model.
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Findings

The qualitative analysis resulted in the identification of multiple categories influencing the implementation of service
costing systems. These included financial planning and budgeting, financial control systems, managerial structure, cost
classification and segregation, resource optimization, performance efficiency, accountability culture, and technological
infrastructure. Each category contained sub-categories that reflected the nuanced factors affecting the institutional capacity
to adopt and sustain a cost-based financial framework.

The results of the structural equation modeling revealed that all proposed relationships among the variables were
statistically significant and positive. For instance, “financial system review” had a strong direct effect on “university
strategies” and “financial specialization.” Similarly, “managerial structure” had a notable influence on variables such as
“financial control,” “performance efficiency,” and “knowledge-based financial systems.” The average values for all measured
variables were above the median threshold of 3.00, indicating a generally favorable perception of the identified components.

Furthermore, factors such as “performance-based budgeting culture” and “cost identification management” were shown
to mediate the relationship between planning and execution, highlighting their importance in aligning institutional strategy
with financial operations. The model also demonstrated that “technology integration” and “human capital development”
significantly improved budgeting accuracy, transparency, and decision-making effectiveness.

Discussion and Conclusion

The study provides strong empirical evidence that the successful implementation of a service costing system in Iranian
public universities depends on the integration of financial, managerial, and structural components. Central to this integration
is the revision of existing financial systems, including a shift from traditional budgeting models to performance-based
approaches. These revisions must be supported by strategic financial planning, proper cost allocation mechanisms, and well-
defined institutional policies.

Managerial structure emerged as a pivotal factor, suggesting that leadership styles and organizational governance
significantly affect financial outcomes. The findings align with global literature asserting that leadership commitment and
strategic alignment are crucial to financial reform efforts. When universities adopt cost-oriented strategies supported by
competent leadership, they are more likely to achieve financial discipline, transparency, and stakeholder accountability.

The study also emphasized the importance of financial specialization and professional expertise. Institutions that invest in
training and empowering their financial staff tend to perform better in cost management and resource utilization. Moreover,
the adoption of technological tools, such as integrated financial software and automated cost tracking systems, facilitates
real-time data analysis and enhances reporting capabilities.

Another key finding relates to the role of institutional culture in promoting or hindering accountability. The perception of
budgeting as a mere administrative procedure must shift toward a results-oriented and transparent culture where managers
are held accountable for both financial inputs and performance outcomes. Establishing a culture of accountability not only
strengthens governance but also improves trust among stakeholders.

In conclusion, the research highlights the multidimensional nature of service costing implementation. It underscores that
technical measures alone are insufficient without parallel institutional reforms, capacity-building efforts, and cultural shifts.

The conceptual model developed in this study can serve as a practical roadmap for Iranian universities aiming to enhance
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their financial systems. It offers a structured approach for designing, evaluating, and sustaining service costing frameworks
that are responsive to the dynamic needs of the higher education sector.Authors’ Contributions
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