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Professional Certificate in Trade Marketing

Pricing Strategy

Pricing Strategy is a crucial aspect of Trade Marketing, which involves setting the price for products or
services in a way that maximizes revenue and profits while also considering market conditions, competition,
and customer demand. In this explanation, we will cover key terms and vocabulary related to Pricing
Strategy in the context of the Professional Certificate in Trade Marketing.

1. Pricing Strategy: A plan or approach for setting prices for products or services, taking into account factors
such as costs, competition, and customer value.

Example: A company may use a Skimming Pricing Strategy, where they set a high price for a new, innovative
product to maximize profits in the short term, then gradually lower the price over time as competitors enter
the market.

2. Cost-Plus Pricing: A pricing strategy that involves adding a markup to the cost of a product or service to
determine the selling price.

Example: A retailer may use a cost-plus pricing strategy to ensure they make a profit on each sale. If the
cost of a product is $10 and they want to make a 50% profit, they would sell it for $15.

3. Value-Based Pricing: A pricing strategy that sets prices based on the perceived value of a product or
service to the customer, rather than on costs or competition.

Example: A luxury car manufacturer may use a value-based pricing strategy, setting prices based on the
prestige and status associated with owning one of their cars, rather than on the cost of production.

4. Competitive Pricing: A pricing strategy that takes into account the prices of competitors' products or
services, with the goal of remaining competitive in the market.

Example: A discount electronics retailer may use a competitive pricing strategy, regularly checking prices of
their competitors to ensure they are offering the lowest prices.

5. Dynamic Pricing: A pricing strategy that involves adjusting prices in real-time based on market conditions,
customer demand, and other factors.

Example: An airline may use dynamic pricing to adjust the price of tickets based on demand, time of
booking, and other factors.

6. Price Discrimination: A pricing strategy that involves charging different prices for the same product or
service, based on factors such as customer location, time of purchase, or customer segment.
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Example: A movie theater may charge different prices for tickets based on the time of day, with a higher
price during peak hours and a lower price during off-peak hours.

7. Price Skimming: A pricing strategy that involves setting a high initial price for a new product or service,
then gradually lowering the price over time.

Example: A technology company may use a price skimming strategy for a new smartphone, setting a high
price at launch to maximize profits from early adopters, then gradually lowering the price as competitors
enter the market.

8. Bundle Pricing: A pricing strategy that involves offering multiple products or services together at a
discounted price.

Example: A software company may offer a bundle pricing option, where customers can purchase a suite of
software programs together at a lower price than if they were purchased separately.

9. Psychological Pricing: A pricing strategy that involves setting prices at a level that appeals to customers'
emotional or psychological responses, rather than strictly based on costs or competition.

Example: A retailer may use psychological pricing to set the price of a product at $9.99 instead of $10.00,
taking advantage of customers' perception that $9.99 is significantly lower than $10.00.

10. Penetration Pricing: A pricing strategy that involves setting a low initial price for a new product or
service, then gradually raising the price over time.

Example: A new restaurant may use a penetration pricing strategy, setting low prices for menu items to
attract customers and build a customer base, then gradually raising prices as they become more well-known
and established.

Pricing Strategy is a complex and multifaceted aspect of Trade Marketing, requiring careful consideration of
costs, competition, customer demand, and market conditions. By understanding key terms and vocabulary
related to Pricing Strategy, marketers can make informed decisions about how to set prices for their
products or services, ultimately maximizing revenue and profits while also meeting the needs and
expectations of their customers.

Challenge:

Think about a product or service you use frequently, and consider the pricing strategy used by the company
that provides it. Is it cost-plus, value-based, competitive, dynamic, or some other pricing strategy? How
does this pricing strategy impact your perception of the product or service, and your decision to purchase
it?

Example:
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Let's consider the example of a coffee shop that uses a value-based pricing strategy for their specialty
drinks. The coffee shop prides itself on using high-quality, locally-sourced ingredients, and their baristas are
trained in the art of latte art and pour-over brewing. As a result, their prices are higher than other coffee
shops in the area. However, customers are willing to pay a premium for the perceived value and quality of
the drinks, and the coffee shop is able to maintain a loyal customer base and strong revenue stream.

In this example, the coffee shop has used a value-based pricing strategy to differentiate itself from
competitors and appeal to customers who prioritize quality and craftsmanship. The pricing strategy has
impacted customers' perception of the product and their decision to purchase it, as they are willing to pay a
higher price for the perceived value and quality of the drinks.

By understanding the impact of pricing strategy on customer perception and decision-making, marketers
can make informed decisions about how to set prices for their products or services, ultimately maximizing
revenue and profits while also meeting the needs and expectations of their customers.
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