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. pricing of different goods is also important from the point of view of the
or. They determine the purchasing power and the :’mndag of livir{g of

ansumer. Goods and services offered by various producers at different

s help the consumer to take buying decisions and satisfy his wants in 2
or Way. For instance, a person may decide to buy a small colour T.V. and 2
dy table instead of purchasing a big colour T.V. only, In his decision-making,
person 1S guided by his purchasing power based on prevailing prices.
-~ Pricing is the key. activi'ty in the economy of a country which permits the
tem of free enterprise. Pricing influences wages, interest, rent and profit. It
ulates production and allocates resources in a better way. High wages attract
yur, high interest rates attract capital and so on. The firms which are not
e to market their products at good prices cannot survive in the long-run
ce they are not able to pay for the various factors of production. Thus pricing
eds out the inefficient firms. It compels the existing firms to make better
isation of economic resources if they want to survive in the long-run.
':f' IVES OF PRICING
 As an element of the marketing mix, pricing strategy should be directed
vards the accomplishment of specific marketing objectives which lead to
all organisational objectives. Pricing is not an end in itself, but a means to
ve certain objectives of the marketing department of a firm. Before
mining the price itself, an explicit formulation of the_ firm's pricing
fives is essential. In actual practice, very few firms cautiously _estabhsh
1g objectives. Non-formulation of the clear-cut pricing objectives and
es leads to inconsistency and non-uniformity of pricing in the long-run.
The fundamental guides to pricing are the firm’s overall goals. Normally,
oadest of these is survival. But to be more specific, firm'’s objectives relate
ﬁmmm: end ofoperationsandeaminsqf
fient profits, The mm'hould aim at achieving the firm's
ives, Pricing objectives vary from firm (o firm. Generaly,the frms have
‘ iectives, The impor pricing objectives followed by various
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might be earning a reasonable rate of return but its share of market

may be deF reasing. Therefore, a worthwhile pricing objective in times
of increasing market should be to maintain or to improve share of
the market. A

(v) Price Stabilisation. Many firms |
stabilisation in the long run. The obje
that have a price leader. In oligop
only a few sellers, each se
pricing. In such a situatio
others follow him. Thus,

, price and those charged b

itself in price wars. They

lave the objective of price
ctive is often found in industries
olistic situation where there are
ller will try to maintain stability in his
N, one seller acts as the price leader and
a relationship exists between the leader's
y other firms. No firm is willing to engage
. may even forego maximising profits in times
of prosperity or short supply in order to stabilise the prices. Price
stability helps in planned and regular production in the long-
order to stabilise prices, many manufacturers follow the policy of
resale price maintenance by their dealers. In some degree, this goal
is collateral to that of a target return on investment

run. In

(vi) Public Image. A company's image is important to its success. This is
largely influenced by the company's practice/pricing strategy. A firm
with an established reputation based on existing price lines may
introduce a new product at either higher or lower prices to appeal to
a different market segment. If this segment has not tried any of the
company’s product but is aware of its prestige, it might desire to
purchase its products because price is no larger a deterrent factor.

FACTORS AFFECTING PRICE DETERMINAT!ON

Numerous factors affect the pricing policies and decisions of a firm. Such
ors could be studied under two groups : (1) Internal Factors ; and (2) External
S. Internal factors are the forces which can be controlled by a firm to a
inextent such as company objectives, marketing mix, costs, etc. But external
s are the forces outside the firm over which a business has not control.
€y include demand, competition, buyers, suppliers, economic conditions and
“Inment.

1) Internal Factors

(i) Objectives of the Firm, A firm may have various objectives and
pricing contributes in achieving them, Firms may persue a variety of
objectives, such as maximising sales revenue, maximising market
share, maximising customer delight, maintaining a particular image,
maintaining stable price, etc. Pricing policy should be established

only after proper considerations of the objectives of the firm.
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» Policies and Strategies
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.elemen.ts : p,mdUCtiO“r Promotion and distribution. In some
e f."m May use price reduction as a marketin -techni ue;
others may raise prices as a deliberate strategy to build ah?gh- re:li é
product line. In either case, the effect will fail if the pric ph .

is not commensurate with the total m price change

supports. arketing strategy that it

External Factors
‘ (/) Demand. The market demand for a

impact on it pricing. Since demand is affected by the prospective

buyers, th‘eir capacity and willingness to pay, their preference etc.
are taken into account whijle fixing th

e e price. A firm can determine
the expected price in a few test-marke

. ts by trying different prices in
different me}rkets and comparing the results with a controlled market
in which price is not altered. If the demand of th

\ - e product is inelastic,
high prices may be fixed. On the other hand, if demand is elastic,
the firm should not fix higher prices, rather it should fix flexible
(lower) prices than that of the competitors.

(i) Competition. Competition in the market is a crucial factor in price
determination. The prevailing information about what price the
competitors are charging for similar products and what possibilities lie
ahead for raising or lowering prices also affect pricing.

(iif) Buyers. The nature and behaviour of the consumers and users, for
the purchase of a particular product or service, do affect pricing,
particularly if their number is large or if they perceive a product of
better quality and a symbol of status and prestige.

- (iv) Input Suppliers. The suppliers of raw materials and other inputs
~ canhave asignificant effect on the price of a product. For example, if
the price of cotton goes up, the increase is passed on by suppliers to
manufacturers. Manufacturers, in turn, pass it on to consumers.
~ Sometimes, however, when a manufacturer appears to be making
- large profits on a particular product, supplies will attempt to cash in
- onthe profits by charging more for their supplies. In such a case, the
. manufacturer may decide to absorb the additional costs and not

‘ lGWmeniReguh ,} :‘ 5 The regulatory pressures, anti-price rise
~ and control measures by the Government effectively discourage
] companies from cornering too large a share of the market and

 controlling prices. Table 1 lists the factors that influence prices in

Product or service has a big
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