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Price Sensitivity 1

1. Unigue — value effect
2/Substitute -~ awareness effect
3. Total — expenditure effect

4. End — benefit effect
5. Shared — cost effect




Price Sensitivity 2

6. Difficult comparison effect
//Sunk - investment effect
8. Price - quality effect

9. Inventory effect




ADAPT PRICE 1
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ADAPT PRICE 2
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0L OSS LEADER
aSPECIAL EVENTS

0 CASH REBATES

aLOW INTEREST FINANCE

QWARRANTIES + SERVICE CONTRACTS
O PSYCHOLOGICAL DISCOUNT




ADAPT PRICE 3
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PRODUCT MIX

4 PRODUCT LINE
& OPTIONAL FEATURES

§:
¢ CAPTIVE PRODUCT ’}Iﬂl é)

¢ TWO PART PRICING [

¢ BY PRODUCT PRICING
¢ PRODUCT BUNDLING
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INITIATE PRICE CHANGE

AGSIATLHND

¢ EXCESS CAPACITY
¢ MARKET SHARE

€ »239nN15 DOMINATE MARKET

¢ ECONOMIC RECESSION
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INITIATE PRICE CHANGE
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Psychological Pricing
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$1.99

& Most Attractive ?
& Better Value ?

& Psychological
reason to price this
way ?

Assume Equal Quality
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Price - Reaction Program for
Meeting a_ Competitor’s Price Cut

s Hold our price
Has competitor No i rsasnt el
cut his price? t 1 continue to watch
competitor’s price
NoO No

Is the price likely

Is It likely to be a

to significantly NS} permanent price REE

hurt our sales? cut ? g price been cut ?

How much has his

By less than 2% By 2 — 4% By more than 4%

Include a Drop price by Drop price to

cents — off coupon Half of the o,
for the next Competitor’s Compgtltor S
purchase price cut price
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The Three C’s Model
for Price Setting

Low Price Competitors’ Customers’ | High Price
prices and assessment

No possible prices of of unique No possible
ﬁroflt at substitutes roduct demand at
this price eatures this price
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Pricing Methods

@ WMarkup Pricing
@/Target Return Pricing

@ Percelved Value Pricing
@ Value Pricing

@ Going-Rate Pricing

@ Sealed-Bid Pricing
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Some important pricing
definitions

@ Utility: The attribute Value Example: Caterpillar
that makes it capable Tractor is $100,000 vs.

_ . Market'$90,000
of want satisfaction $90,000 if equal

@ Value: The worth In 7,000 extra durable
terms of other products 6,000 reliability

@ Price: The monetary 2’888 jvjr‘;'acr?ty

medium of exchange. $110,000 in benefits -
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Factors fo Consider

When Setting Prices

Price is the Amount of Money Charged for a Product or
Service.

Internal Factors |

WV

Pricing
Decisions
External Factors
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Marketing
Objectives

Marketing-Mix
Strategy

Costs

Organizational
Considerations
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-Based Vs. Value-Based Pricin

Cost-Based Pricing Value-Based Pricing
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LARGER LoADS

MEAN
FEWER LoADS.

Do mone in the same space. Get mose Sone in the same time, The Dust warsher

from Whirlpoel. Giving you the power 10 get more done, JUST IMAGINE

THE DUEY" WASHER AND DRYER
> Imagioe & washer that can handle up to 16 pairs of jeans at coce.*

And a dryer that can dry clothes faster than you ever thought possible.
and dryer

ERegrreed Uadenad)™ Tradeonurk of Whidpool,

USA S3004 Whvirpodt Cacposation.

Whirlpool’s

&5 Duet combo is

nearly four
times the
price of
comparable
models
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http://www.whirlpool.com/

Consumer Psychology and
Pricing
Price-quality inferences

Price cues
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Price Cues

® “iLeft to right™ pricing ($299 versus
$300)

€ Odd number discount perceptions
@ Even number value perceptions
@ Ending prices with O or 5

@ “Sale” written next to price
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Figure 14.1 Price Tiers in the

Specialty

Commodity

Ice Cream Market

Quality

Consumer
Reports
Rating

Excellent — Howard Schrafft’s
Johnson’s

X

Very Good = Sealtest Breyer's  Baskin-Robbins

Y

Foremost Lucerne
Borden Deluxe

N

‘ Geﬁeric '
Fair
0
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