
OBJECTIVES

After going through this session you will be able to 
understand :

• What is price ?
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• What are the factors which affect the pricing of a 
product ?

• What is the pricing process?

• What are the various approaches for selecting a price?

• What are the various pricing strategies used? 



THE MARKETING PROCESS

CONCEPT DEVELOPMENT

ANALYSIS OF MARKET 
OPPORTUNITYSELLING
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OPPORTUNITY

MARKET  STRATEGY
DESIGN

MARKET  TESTING

IMPLEMENTATION

SELLING



MARKET STRATEGY DESIGN

PRODUCT

PRICE
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PROMOTION PLACE

POSITIONING



WHAT IS PRICE?

• Price is the monetary or non-monetary value set to 
acquire a product and its accompanying services 
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FACTORS AFFECTING PRICING

External: 

•Competitive pricing 

•Govt. regulations

•Estimated demand

•Target customer’s  ability to pay

Internal: 

•Costs
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•Target customer’s  ability to pay

Corporate: 

•Company image/ positioning

•Company goals and 
resources

•Costs

•Desired profits

•Promotion and 
placement costs

PRICE



PRICING PROCESS

Determine the pricing 
objective
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Select the approach for 
determining the price

Design appropriate pricing 
strategies



PRICING OBJECTIVES

Pricing objectives are determined from the following: 

• Profit oriented: 

• Achieving a desired return on sales

• Maximizing profits

• Sales oriented:
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• Sales oriented:

• Increasing sales volumes

• Maintaining or increasing market share

• Competitor oriented:

• To stabilize prices in the competitive market 

• To price in relation to the competitor 



APPROACHES  FOR SELECTING THE 
PRICE

• Cost based pricing involves the following:

• Mark pricing: where the company may add a certain 
amount or percentage to the total cost (Fixed cost + 
variable costs) of production, distribution and 
promotion of a product  as a mark up to cover the 
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promotion of a product  as a mark up to cover the 
total cost 

• ROI pricing: where the total cost is determined and 
then the desired rate of ROI is added to it to arrive at 
the final price

• Profit pricing: where the desired profit percentage is 
added to the total cost e 



Competition based pricing involves:

• Follow the leader pricing: where the  prices are kept 
the same as the competitor for products where 
differentiation is difficult 

• Predatory pricing: where price is lower than the 

APPROACHES  FOR SELECTING THE 
PRICE
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• Predatory pricing: where price is lower than the 
competitor to attract more customers or to counter 
the competition

• Leader pricing: where the price is kept higher than 
the other players. This is done when a product or 
marketer is distinctive or superior and the customers 
are ready to pay more. 



Customer based pricing involves:

• Customer demand pricing: where the  prices are set 
by estimating the price customers will pay and 
working backwards in cost calculations 

• Customer value pricing: where the price set is 

APPROACHES  FOR SELECTING THE 
PRICE
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• Customer value pricing: where the price set is 
perceived to be less than the value offered as 
compared to competing products 



PRICING STRATEGIES

• Penetration pricing strategy:

• Low initial prices are set to capture mass markets by 
encouraging rapid adoption of the product.

• Helps capture significant market shares

• Profit margins are often low and it takes longer to 
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• Profit margins are often low and it takes longer to 
recover costs



• Skimming pricing strategy:

• High prices are set to capture that market which 
focuses on quality, uniqueness and status

• Primary focus is to recover the investments in a short 
time span.

PRICING STRATEGIES
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time span.

• With drop in sales, the  price is dropped to attract the 
next lower level of customers through product 
modifications, economy packs etc.



• Survival pricing

A short term strategy, implemented when companies 
are in dire straits due to over capacity, competition or 
changing customer needs.

PRICING STRATEGIES
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changing customer needs.

The primary focus is to keep the company going and 
profits take a back seat



• Psychological pricing

Here pricing is intended to appeal to buyers' emotion 
rather than logic

• Odd-Even pricing: where prices are set below or 
above a round number. This theory presumes that 

PRICING STRATEGIES
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above a round number. This theory presumes that 
customers will perceive a product priced at Rs. 99.95 
as approximately Rs. 90/- rather than Rs 100/-

• Prestige pricing: products are priced at a premium to 
add status value



• Geographical pricing: where pricing is differentiated on 
the basis of the geographic area the product is sold in, 
impact of freight charges paid for or to be paid

• Flexible pricing: where prices are adjusted based on the 
customer’s ability to pay or negotiate. This also helps in 

PRICING STRATEGIES
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customer’s ability to pay or negotiate. This also helps in 
gaining more customers and increasing market shares 



SUMMARY OF LEARNING

• Pricing process involves determining the pricing objectives, 
decide the approach for selecting the price and determine 
the pricing strategy to be adopted

• Companies may choose from the following approaches to 
select a price: Cost based pricing,  competition based and 
customer based pricing 
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customer based pricing 
• The various pricing strategies used are: 

• Penetration strategy
• Skimming strategy
• Survival strategy
• Psychological pricing
• Geographic pricing
• Flexible pricing


