CHAPTER SIXTEEN: KEY CONCEPTS


PRICING OBJECTIVES & policies
PROFIT-ORIENTED OBJECTIVES:
Target Return Objective – Set a specific level as an objective. (% return).

Profit Maximization Objective – Get as much profit as possible. 

SALES-ORIENTED OBJECTIVES:
A unit level of sales, $ sales, or market share without referring to specific profit.

Pricing Policies
Administered Prices: Consciously set prices, without concern for market forces. 

One-Price Policy: Offering same price to all customers regardless of quantity. 

Flexible-Price Policy: Offering same product & quantity to different clients at different prices.

Pricing Policies Over Life Cycle
Skimming Price Policy: Attempt to sell the top of the market (demand curve) at a high price, before aiming at more price sensitive customers.

Penetration Pricing Policy: Attempt to sell the whole market at one low price. Wise when the top market is small, when larger quantities result in lower costs. 

Introductory Price Dealing: Temporary price cuts to speed new products into market & encourage customer sampling. 

Discount Policies / Reductions & Allowances
Quantity Discounts: Offered to encourage customers to buy in large amounts.

Cumulative Quantity Discounts: Increasing (often progressively) to purchases over a given period, discount usually increasing as the amount purchased does.

Noncumulative Discounts: Applying to individual orders to encourage larger orders, but not tying buyer to seller.

Seasonal Discounts: Offered to encourage buyers to buy earlier than present demand requires.

Cash Discounts: Offered to customers for early payment terms or payment in cash.

Trade Discounts: Given to channel members for their specific function or job.

Sale Price: Temporary discount from the list price, where buyer gives up convenience of buying when they want.

Everyday Low Pricing: Setting a low price rather than frequent discounts.
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