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What is Price?

Price is the value of money (or its equivalent)
placed on a good or service. It is usually
expressed iIn monetary terms.

Price is involved in every marketing exchange.

Price is the actual cost and the methods of
iIncreasing the value of the product to the
customers.

» The oldest form of pricing is the barter system—
the exchange of a product or service for another
product or service, without the use of money.



Pricing - Factors affecting the pricing

In pricing the price is the exact value of the product by which one party pays to
another in exchange for some goods or services.
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PRICING STRATEGIES

PREMIUM This strategy is all about
maintaining a high price
point in the market and,
crucially, maintaining the
perception of a premium
product or service.

Skimming as a pricing SKIMMING
strategy is where your
price point is initially high
when compared to your
product guality.

PRICING

STRATEGY

ECONOMY PENETRATION

Penetration Pricing is a
strategy where your
product or service is high
quality but your price

point is low.

Opposite to Premium is
Economy, when your
quality and price point are
both deemed to be low.




Relationship
between the

price and the
strength of
demand for
related goods

Market
Environment

Finding the
Right Price

Price and
Availability of
Substitutes

Characteristics
Relative to
Competitors

Pricing policy:
finding the right price

The right price for a product or service is the one that
balances the company's cost and desired profit with
the market demand and competition. Pricing strategies
can include cost-plus pricing, value-based pricing,
dynamic pricing, and others. It's important to regularly
evaluate and adjust prices based on market conditions
and customer feedback.
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Marketing mix- 4P’s

* Features
Sales Promotion * Quality
Advertising * Branding
Public Relations *. * Packaging
Direct marketing * Services

* Warranties

Channels o
Market coverage rice strategy
~* Pricing
Assortment \ v Al
Location ) | owances
* Discounts
Inventory

* Payment terms

Transport




Place

Promotion Process

The 7Ps
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The Importance of Pricing

= Pricing is one of the most vital decisions made by
management

o Price too high and you lose the sale -
o Price too low and you can’t make money rc‘g?.
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= Two fundamental ways to grow revenue N
O raise your price R
o Increase the quantity you sell

= Price is the easiest of all marketing variables to

iInfluence but among the most complex decisions
to make

o price changes may be implemented immediately

)



Development of Pricing Objectives (cont’d)

sunvival

Pricing
Objective |

Product
Quality

Return on

| 5 Investment

Status Quo Cash Flow Market Share




Mark Up pricing

Absorption Pricing

Breakeven pricing

Pricing Policy

What the Traffic can
Bear

Skimming Pricing

Penetration pricing

Parity Pricing

Discount pricing

Premium Pricing

Tender Pricing

== Differentiated Pricing

=l Affordability Pricing




Cost-based pricing and value-based pricing strategies

Cost-based pricing strategy

Cost-based pricing is a pricing strategy where the price of a product is determined by adding a markup to its production cost. This approach
takes into account the direct costs of producing a product, such as raw materials, labor, and overhead expenses, and adds a certain percentage
to arrive at the final price. The markup can vary based on factors such as competition, target profit margin, and the target market. Cost-based

pricing helps ensure that a business covers its costs and makes a profit, but it does not always guarantee the most competitive price or
maximum sales.

m

Value-based pricing strategy

Value-based pricing is a pricing strategy where the price of a product is'set based on the perceived value that it offers to the customer, rather
than on its production cost. This approach focuses on understanding the customer's needs and preferences, and how they perceive the value of

the product compared to similar products in the market. The price is set to reflect the customer's willingness to pay for the product, taking into
account factors such as the product’s quality, brand reputation, and the customer’s budget.

m



Factors Affecting Pricing Decisions

Internal Factors External Factors

Cost Customer

Stages of Product

Lifecycle Competition

Objective of Company Government Policy

Reputation of Firm Intermediaries Involved




DISCOUNT
VS
REBATE




WHAT IS A REBATE?

-

Cash-back Discount Free ifems
offer

A rebafe is a discount or reduction in the price of a product or service. I is offen
offered by the manufacturer or refailer as a way fo encourage the purchase of a
particular product or fo sfimulafe sales.
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Discount Formulas

Discount = List Price - Selling Price

| (List Price - Selling Price)
Discount % = x 100

List Price

List Price :- The price in the label or tag of an item/product

Selling Price :- The price at which an item is sold

Jliscount % - The amount of money reduced from the list price
expressed as a percentage.
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