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Supply demand model

The lower the price, the higher the demand should be

The elasticity of demand-when price goes up or down there is an increase or descrease in the demand of product

-important concept for marketers because you have to determine the optimal amount to charge

-the sensitivity of customer demand to changes in the prices of services

Price elasticity of demand- % change in quantity demanded

-% change in price

webct graph
the higher the price, the less quantity sold

decrease price, demand increases

ex- long haul vacations

Veblen goods
-when people’s preference for buying the commodity increases with a price increase

-price increase “indicates” high-status and the exclusive perception

-conspicuous consumption

-wine, perfume, luxury items such as some vehicles, travel destinations

Assessing demand
-the two most common methods of assessing demand are:

-asking potential customers what they would be willing to pay for the service 

-test marketing the product at different prices in different regions

(could be psychological stress between what they are willing to pay and what they are able to pay)

-have good cost and expense records

Pricing strategy
-how does a company decide what price to charge for its products and services?

-what is “the price” anyways?

-doesn’t price vary across situations and over time?

-some firms have to decide what to charge different customers and in different situations.

-they must decide whether discounts are to be offered to whom, when and for what reason

Pricing strategy for new products

-prestige pricing: setting prices high to position a product at the upper or luxury end of the market

market skimming: setting high prices at the launch stage and progressively lowing them as the product becomes better established

Penetration pricing: pricing lower to get maximum sales and market share

-do in the initial stages to get maximum distribution

Price set in relation to market
-meet competition

-below competition, to gain competitive advantage, often don’t by discount retailers where they keep their costs down.

-above competition

-price competition

· some firms choose to compete with price

· competing on price implies 

· offering low prices and minimal service levels

· relying on price to change the consumer’s perception of value, without changing other factors

· reacting to competitive price changes with changes of ones own

other pricing techniques
-promotional pricing, product-bundling pricing, price spread

1. Promotional pricing: used by companies when they temporarily sell products below their normal list price (or rack rate)

-usually done for a short period of time, often to introduce new or revamped products

2. Product bundle pricing: grouping together a company’s products to promote them as a package

–hotel offering a weekend special that includes a room, dinner in a restaurant, valet parking, roomservice, breakfast and late check out for a set price

3. Price spread and price points: a range of products and prices that will suit the budget of all target markets

–holiday park offering, campsites with tents, standard cabins en suite cabins and family units each different from the other in terms of size, location, types of fittings and furnishings.

4. Price points: the number of stops along the way between the lowest priced item and the highest price item

5. Discriminatory pricing- selling a product at two or more prices, despite the fact that the product costs are the same- in a certain region, slight difference in product

6. volume discounting – offering special prices to attract customers who agree to major purcheases

-hotels and airlines offer special prices to corporate clinets to encourage volume business

Yield management
-yield-profit made on sales of goods and service: 

-calculated based on the number of customers, how much they spend and the number of products they buy

yield management: developing strategies to maximize opportunities for the sale of an organziation’s perishable products

Strategic pricing: - when we determined prices early on in the planning of the marketing strategy

Eg- idea of why we want to make something all-inclusive

Tactical pricing- relates to day-to-day techniques in pricing which acan be rapidly altered to suit changing conditions to the marketplace

Eg –discounting

All-in pricing or all-inclusive pricing

-charging consumers a single price for the various products or services on offer

-club med

Add-ons: involves charging a low basic entrance fee and recouping profits through add-ons which require that customers pay for each individual attraction

-calgary stampede

Moving away from price competition
-value pricing implies that the firm tried to offer the best price possible

-but also other benefits to increase perceieved value, while keeping its cost as low as possible

-relationship pricing simply means giving the best prices to the firms better customers as an incentive for them to come back

Marketing entry pricing strategies
-could set the initial price high, before competioting arrives (market skimming)

-helps to cover development costs, and demands are elastic so when goes down more people will want it.

discounts and allowances
-cash discounts encourage speedy payment and enhance the seller’s cash flow

-other discounts are awarded to encourage purchases at certain times of year or to compensate resellers for promotional efforts (very common in tourism, ie Quebec cheaper in may than june when high season starts)

Pricing and the law: certain pricing policies may be considered illegal in Canada

-predatory pricing is intended to drive competitors out of the market (have to be able to prove it)

-price discrimination must be a practice to be considered illegal (ex womens haircut, taking more time)

-promotional allowances must be granted proportionally to all pruchasers

