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There are many different pricing strategies a business can
adopt when marketing a product. It is important that a
business implements the most appropriate pricing strategy
for its target market in order to maximise sales.

Different pricing strategies include:

i. Price penetration - the business introduces a new
product to the market at a low price to attract new
customers. Once the product is introduced the price
is increased. Hopefully, consumers would have
tried the product, liked it and will continue buying it
after the price increases.

Cost-plus pricing - when using a cost-plus pricing
strategy, a business calculates the price of actually
producing the product and then adds a ‘mark up’
amount to reach the selling price.
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customers. Once the product is introduced the price
is increased. Hopefully, consumers would have
tried the product, liked it and will continue buying it
after the price increases.

Cost-plus pricing - when using a cost-plus pricing
strategy, a business calculates the price of actually
producing the product and then adds a ‘mark up’
amount to reach the selling price.

Market skimming - if a market-skimming strategy
is employed, a business introduces a new product to
the market and charges a high price. This price
would then be reduced over time. This maximises
profits in the early stages of the product life cycle
and is a very effective strategy if the product is
unique.

Price discrimination - this involves charging
different prices to different market segments.

Competition pricing - the price of the product is
set to a similar price that competitors’ charge.
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Promotion creates awareness. A business must implement
strategies to increase consumer awareness. If consumers
are aware of a product or service, it is increasingly likely
that they will purchase.

Advertising is a very expensive form of promotion that
occurs in media such as TV, radio, newspapers, billboards,
magazines, at sporting events etc. Advertisements are a
way of reaching a target audience for informative reasons
and are also used as a method of persuading consumers to
buy. It is a good way of creating brand awareness for the
business.

A business can promote a product through offers such as:
buy one - get one free, free gifts, competitions and special
reductions. The aim is to get consumers to try the product
through persuasion. The consumer will hopefully continue
to buy the product once they have tried it.
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The first and most important ‘P’ in the marketing mix is the
‘product’. It is vital for a business to develop a product that
is demanded. If there was no product, a business would not
need to create a pricing or promotion strategy or identify a
place to sell a product.

When designing and producing a product, a business must
identify what consumers actually demand. Once this has
been identified, the business must make sure it has a
product that works. A guarantee may accompany the
product at the point of sale to reassure the customer of its
quality.

When marketing a product, the packaging needs to attract
the customers’ attention. If consumers do not notice a
product they will not pick it up and buy it. Packaging also
needs to protect the product.
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Businesses need to consider how its products are going to
reach consumers.

Channels of distribution can include:

i.

Direct selling - this is when the business sells
directly to their customers.

Mail order - customers are able to contact a
business directly and receive products through the
post.

Telephone selling - a business can employ
telephone sales staff in an attempt to sell their
products over the phone. If a customer has no
previous relationship with the business, the process
is known as ‘cold calling’.
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iv. Internet - with changing technologies, the internet
has become an enormous market place for selling.
Internet-based companies and well-known retail
outlets make their products available on the
internet. The internet has made buying on a global
scale much easier and it is a very convenient method
for customers.

For any business, it is important to carry out research into
where customers wish to buy their products.



