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Starter – how much would you charge for these products?

	
	
	
	Your price

	A
	[image: http://debenhams.scene7.com/is/image/Debenhams/304066561505?$V7PdpLarge$]
	Butterfly Home by Matthew Williamson Pink flamingo table lamp

	£







	B
	[image: ]
	Sennheiser Black 'Urbanite XL' over ear wireless bluetooth headphones 

	£







	C
	[image: ]
	Marc Jacobs 'Daisy Kiss' eau de toilette 50ml

	£








	D
	[image: http://debenhams.scene7.com/is/image/Debenhams/123455000299?wid=1250&hei=1250&qlt=95]
	DIOR 'Sauvage' eau de toilette

	£













Write your definition of pricing here:
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

[image: ]Pricing strategy introduction

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Types of pricing strategy





[image: ]Cost plus pricing

· A cost-plus pricing strategy seeks to set a price for a product or service which covers the ________________ AND provides a good _______________ margin for the business
· Cost-plus is the most ___________________ approach to pricing because it achieves the business objective of ____________________ profits
· Many Young Enterprise _______________ work out their projected profits by using cost-plus ____________

#1 Cost-plus benefits and drawbacks
	Benefits
	Drawbacks

	







	



[image: ]#2 Skimming pricing
· A skimming price strategy is used when ________________________ a new product 
· The price is set high to start, this will create high ________________ and may be used to pay back high Research and Development _______________ costs
· Usually used in ______________________ or very innovative products which have few _________________________
· As competitors eventually ___________________ the market the price is then ______________________

#2 Skimming benefits and drawbacks
	Benefits
	Drawbacks

	







	



[image: ]#3 Competitive pricing

· Some products or __________________________ are priced in line with competitors
· This means that customers will have to __________________ a product or service on “non-price” methods such as; ____________________ of service or speed
· Strategy usually used where products in a _______________________ are all very similar
#3 Competitive benefits and drawbacks
	Benefits
	Drawbacks

	







	






[image: ]#4 Penetration pricing

· This means setting prices really _________ on a new product to encourage sales and to persuade customers to ____________ the product. Then when they like the product and have to keep _______________ it the business _________________ the price
· Low prices should gain the business more _______________  ______________ (market penetration) 
· Mass market – repeat _____________ e.g. tea bags, biscuits which are called Fast Moving ___________________ Goods (FMCG).

#4 Penetration benefits and drawbacks
	Benefits
	Drawbacks

	







	





[image: ]#5 Predatory Pricing

· In ____________________ (markets with just a few large businesses e.g. budget airlines) existing businesses may hold off the __________________ of a new entrant to the market by ________________ their prices so that any competitor cannot make a ____________________.
· This is when _______________________ price cutting is used to deter competitors or __________________ them out of the market
· Depends on the ______________________ of the brand, will consumers switch or stay ________________________?
· Depends on the financial ____________________ of the firm can they afford to cut _______________________?
#5 Predatory pricing benefits and drawbacks
	Benefits
	Drawbacks

	







	




[image: Image result for jaguar e pace]#6 Psychological pricing

· This means pricing a product at £1.99 rather than £2.00 to appear ___________________________
· Some businesses consider pricing carefully as it is often an _________________ of ___________________
· High value or ____________________ items like luxury cars avoid pricing just below but instead may price higher to _______________________ their customers’ expectations
#6 Psychological benefits and drawbacks
	Benefits
	Drawbacks

	







	







Factors that determine a pricing strategy











[image: Image result for crumbles cadbury]#1Number of USPs/amount of differentiation



__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________




[image: ]#2Price elasticity of demand


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
[image: ]#3 Level of competition in the business environment


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
[image: ]#4 Strength of brand


______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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[image: ]#6 Costs and the need to make a profit


__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Changes in pricing to reflect social trends

[image: ]Online sales
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________



[image: ]Changes in prices to reflect social trends
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Discussion – write the results of your discussion below:
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Want to find the best deals online? This compendium of cheap
online shopping tricks shows you how.

We've 40+ top tips, including how to get price-drop emails, compare
prices at speed, spot hidden brand sales and much more.
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Marketing strategies in the airline industry

Spirit Airlines s one of the fastest growing airlines in the USA. However, it brings little
tothe new markets it serves. It operates fewer scheduled flights on existing routes in
markets that already have many competing airlines.

Spirit Airlines'pricing strategy is not simply to undercut other airlines, but to offer a
radically different pricing structure. Whilst it offers lower fares, customers have less

legroom and there are additional charges for all extras, including luggage and boarding
pass printing. Spirit Airlines does not use travel agents; customers can only book online.

Emirates is one of the fastest growing airlines in the Middle East and Europe. It has always
been clear about its market positioning. Emirates has established itself by offering a
better product than many competitors, with a fantastic business class experience based
on high specification aircraft and exceptional customer service.

(Source: adapted from hitp:/www.eyefortravel comVrevenue-and-data-
‘management/airiine-pricing-and-high-growth-strategy-tactics)
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Assess the consequences to a business, such as Spirit Airlines, of only selling its
tickets online.
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Pfizer merges with Allergan

In 2015, American healthcare business, Pfizer, announced a merger with Irish Botox
maker, Allergan plc, in a deal worth $160bn. The merger created the world’s largest
producer of drugs and shifted Pfizer's headquarters to Ireland — a member of the
European Union. Its headquarters are in Dublin; the business also manufactures in Cork
and Sligo. This was the biggest ever instance of a US company relocating its headquarters
overseas in order to lower its taxes.

The deal provided access to about 70 additional worldwide markets for specialist
Allergan products, such as Botox wrinkle treatment, Alzheimer’s drug Namenda and dry-
eye medication Restasis. It was not known at that time how many jobs would be lost as a
result of the merger.

For 166-year-old Pfizer, Allergan was the fourth merger or takeover in the previous 15
years, following the purchases of Warner-Lambert, Pharmacia and Wyeth. Pfizer made
profits of $9.135bn in 2014. This also caps a record year for global healthcare mergers,
taking their total value in 2015 to more than $600bn.

(Source: adapted from http://www.reuters.com/article/us-
allergan-m-a-pfizer-idUSKBNOTBOUT20151124)
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Explain how Pfizer could benefit from using a price skimming strategy.
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