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Cearning Goa)

Objectives

After finishing learning this unit, you will be able to:
1. Get to know “4Ps” principles of marketing.

2. Understand price decisions.

3. Be familiar with the steps for pricing.

4. Be able to price a new product or service.

Oiagrom
1. “4Ps” Principles of Marketing

This chart shows us that Price is one of the four major elements for a company to achieve its
marketing strategy. Pricing is an important strategic issue because it is related to product positioning.
Furthermore, price affects other marketing mix elements such as product features, channel decisions,
and promotion. ‘

Marketing

| *
Pricing Strategies \,( Economy Pricing]

Recommended Retail Pnce]

2. Diagram of Price Decisions

Price Skimming

Volume Discounts and Wholesale Pricing)

/..’—P(Cash and Early Payment Discounts)

Seasonal Pricing
Bundling

Price Flexibility

(Pricc Discrimination)
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3. Steps for Pricing a New Product

Develop Marketing Strategy Make Marketing Mix Decisions

(perform marketing analysis, segmentation, | ——— » | (define the product, distribution, and
targeting, and positioning) promotional tactics)

Calculate Cost Estimate the Demand Curve

(include fixed and variable costs associated | 4———— | (understand how quantity demanded
with the product) varies with price)

Understand Environmental Factors
(evaluate likely competitor actions,
understand legal constraints, ect.)

Set Pricing Objectives
— » | (for example, profit maximization, revenue
maximization, or price stabilization)

Determining Pricing

(using information collected in the above
steps, select a pricing method, develop the
pricing structure, and define discounts)

The PA to the Head of Nikon’s American subsidiary, telephones the Marketing Manager, to ask
for the information on price. The record will be played three times. During the second play, you are
required to fill in the following blanks according to what you hear. The third play is for you to check
your writing. Now the record will begin.

Telephone Message

To:
From:
Tel:
Message: |1. Product:

2. Arguments and Aims: Some people want to to earn , while

others prefer a to gain
3. Time of Launching .
4. Final Price:




Imagine you work in the Marketing Department. Make an oral report to Mr. Rubin in the Pricing
Conference to point out which pricing strategy is suitable for DV5100 and tell him why. Then using
the following evaluation form, try to evaluate your own act as if you were evaluating one of your

classmates.

Evaluation Form

Criteria Yes No

1. Have you positioned the product?

2. Have you calculated the costs of the product?

3. Have you set the pricing objectives?

4. Have you considered the competitors’ prices?

5. Did you speak fluently?
6. Did you speak logically?

Text

Pricing Strategy as Part of Your Internet Marketing Plan
When you go down to your local grocery store, you’ll probably find Jif® peanut butter, and maybe

Planter’s®, and then perhaps a store brand, and possibly a generic brand (though generics are pretty
well gone). For some product categories the store brand products are actually manufactured by the
name brand companies. Yet each has a different price, and each product has a different price strategy.
These are marketing decisions, pure and simple. The 4Ps of Marketing are elements of the marketing
mix that you can control. Price is one of the key elements in a winning marketing mix.

You can’t do business on the Internet without having a pricing strategy. And though it may seem
pretty simple on the surface, your company’s pricing strategy can easily mean the difference between
thriving and going bankrupt. A lot of factors are involved.

One of the first questions you need to answer is what are your site visitors like? Are they bargain
hunters? Or do they look for excellence in customer service? Or shop for products based on their
prestige value? Another important question is what does it cost you to purchase (or produce) and
market this product or service? Your price will have to be above your costs—most of the time. Here are
some pricing objectives you need to consider:

To maximize short-term profits

Here you try to squeeze as much money out of sales of the product as possible, even though fewer
customers may make a purchase. Your strategy may be a charge premium prices for website design
services. You end up with fewer customers, but then dealing with a lot of customers multiplies your
problems. And you can make more profit off each customer. Or you may need to maximize profits in
order to satisfy an impatient boss or investor.




To gain market-share

The other main strategy is to price your service lower to gain market-share. You may want to
maximize the number of subscribers to your online Internet access business, even though you don’t
make as much on each customer. But you know that later you’ll be able to sell these subscribers other
services such as web hosting, e-commerce, website design, DSL, and a host of others once they get
comfortable with you. You don’t make as much early, but you plan to make money later with “back
end” sales.

Though the above objectives are the key ones to understand, there are two others may also figure in.

To survive

Survival is a worthy goal. Sometimes companies lower prices so they can generate enough revenue to
survive short term. But this isn’t a very good long-term strategy.

To help society

You don’t have to make as much money as possible, unless making money is your only goal. For
example, I really want to keep my consulting services priced within reach of small businesses. I long to
see small businesses thrive; that’s part of what makes me tick. But I also want to charge better-funded
companies a more appropriate fee for the more extensive services I render them. The way I do this is to

offer a standard product or service, and an economy service at a lower price, but with clear limitations.

New Words
1. ® = registered . HEMH, BHicdr
2. generic . (Ralk] dEdabrits, AW, AZdbriEmt
R AEERIRY
: TCTEM R AR
. manufacture 3 CRBLBL) A=, i
: W, dmi; WIES .
. prestige X W, BifE
. squeeze . Brih, FEFEH
. market-share . mHeE, dismhAaR

. subscribers ' (BT g5 1) P
. DSL=Digital Subscriber Line BrH P&

Phrases and Expressions

1. price strategy = pricing strategy SET MG, 7 S A SR g
2. marketing mix HHAS, HEAAGEE™R. €. HEB
SR B RN

3. bargain hunters FIAEF R AEE AN

4. short-term profits IR

5. premium price i ffr

6. end up with masw
7. make money Wk, R




 Develop Language Skills

I. Answer the following questions according to the text.

1. What kind of products will you buy, registered ones or generics? Why?

2. What should you do if you want to maximize short-term profits?

3. How to gain market-share?

I1. Choose the best answer to complete each of the following sentences.

1. is the only revenue generating element amongst the 4ps, the rest being cost centers.
A. Product
B. Price
C. Promotion
D. Place
2. is related to product positioning.
A. Product
B. Price
C. Promotion
D. Place
3. is not one of the pricing strategies.
A. Premium Pricing
B. RRP
C. Economy Pricing

D. Price Skimming
4. If you want to price the product which is unique, you may use

A. premium pricing
B. penetration pricing
C. economy pricing
D. price skimming
5. If you want to gain market share, you may use the strategy of

A. premium pricing
B. penetration pricing
C. economy pricing
D. price skimming
6. Supermarkets often take the advantage of

unit1 @88




A. premium pricing
B. penetration pricing
C. economy pricing
D. price skimming
7. Businesses usually give the customers who purchase in large quantities discount.
A.cash
B. seasonal
C. quantity
D. promotional
8. means a short-term discounted price offered to stimulate sales.
A. cash

B. seasonal

C. quantity
D. promotional
9. Some customers requested us to our price because they considered it too high.

A. put down
B. get down
C. take down
D. bring down
10. In case you can make a reduction 5% your price, we may make
the deal with you.
A. of, of
B. by, by
C.of,in
D. for, for

I. Fill in each of the following blanks with the proper form of the word

given in brackets.

1. Price (discriminate) exists whenever consumers in different countries are charged
different prices for the same product.

2. Price discrimination involves (charge) whatever the market will bear.

3. Price discrimination can help a company (maximize) its profits.

4. Consumers with (limit) incomes tend to be very price conscious; they have less to spend, so
they look much more closely at price.

5. In general, the more (compete) there are, the greater consumers’ bargaining power will be.

6. A firm may charge a (high) price for its product in a country where competition is limited than
in a country where competition is intense.

7. A firm needs to consider how its global rivals will respond to changes in its (price) strategy
before making those changes.

8. Pricing (decide) around the world need to be centrally monitored.

9. Most developed nations have (regulate) designed to promote competition and to restrict

9, A4 KiE4A3




monopoly practices.
10. If a firm raises its prices above those of its competitors, consumers will switch to the competitors’

(preduce).

IV. Translate the following phrases into English.

1. 5Effr SR
2. B e
3. BB A
4. FEAME
5. EHr HER
6. &ir

7. Wk

8. FliEH KL
9. T M &

10. 4 1 bk mg

V. Translate the following sentences from English into Chinese.

1. A higher or léwer price can dramatically change both gross margins and sales volume.

2. Use competitors’ retail (or wholesale) prices as a benchmark for your own prices. Price slightly below, above
or the same as your competitors, depending on your positioning strategies.

3. A good pricing strategy would be the one which could balance between the price floor (the price below
which the organization ends up in losses) and the price ceiling (the price beyond which the organization
experiences a no demand situation).

4. Small and medium-sized enterprises usually rely on Price to carry the weight for its “little brothers” -
Product, Place, and Promotion - in the firm’s marketing battles.

5. Premium pricing (also called prestige pricing) is the strategy of consistently pricing at, or near, the .high
end of the possible price range to help attract status-conscious consumers.

L Translate the following sentences from Chinese into English.




