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Pricing

Welcome to our presentation on pricing and output decisions. This
presentation will explore the factors that influence these decisions, the
different pricing strategies companies can use, and how to make
informed choices that maximize profitability.



https://gamma.app/?utm_source=made-with-gamma

The Market Environment: Setting the Stage

Demand and Supply Competition Economic Conditions
Understanding the relationship Analyzing competitors’ pricing Economic factors like inflation,
between supply and demand is key to strategies and positioning is crucial to interest rates, and consumer
making informed pricing decisions. set competitive prices. This helps your spending can influence pricing

This determines the price point that company stay ahead of rivals. decisions. Businesses must adapt to

maximizes profits. changing economic trends.
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Price and Output Determination: Finding the Equilibrium

Cost Analysis

First, companies determine their production costs. This includes fixed costs (like rent) and variable
costs (like raw materials).

Demand Forecasting

2 Next, companies must estimate customer demand. This helps predict the quantity of goods
or services they need to produce.

Price Elasticity

3 Businesses must evaluate how price changes impact demand. This helps determine
how much to charge to maximize profits.

Profit Maximization

4 Finally, the goal is to find the equilibrium point where the marginal cost
equals marginal revenue.
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Market Structures: Shaping
the Playing Field

Perfect Competition

Many firms selling identical
products. No individual firm can

influence market prices. Example:

agriculture.

Oligopoly

Few firms control the market.
Actions of one firm can affect
other firms. Example: airlines, oil.

Monopoly

One firm controls the entire
market. Prices are set without
competition. Example: utility
companies.

Monopolistic
Competition

Many firms selling differentiated
products. Some control over
pricing, but limited by substitutes.
Example: restaurants, clothing.
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Pricing Strategies: A ToolKkit for
sSuccess

Cost-Plus Pricing

Setting prices by adding a markup percentage to the cost of production.

O
[

Competitive Pricing

Matching or beating competitors’ prices to gain market share.

%]

Value-Based Pricing

Determining prices based on perceived value to the customer, not just production
costs.
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Pricing Fundamentals: Understanding the Market
Environment

Market Analysis Cost Analysis Value Perception

Understanding market conditions is Determining production costs is crucial. Pricing reflects the value customers
essential for effective pricing. Factors Analyze direct and indirect costs to perceive. Consider how your product or
like competition, demand, and customer ensure profitability. service benefits the customer.

behavior influence pricing decisions.



Pricing Under Perfect Competition

Price Taker
1 Firms have no control over price. They must accept the prevailing market price to
compete.
Homogenous Products
2 Products are identical, making it difficult for firms to differentiate.
Free Entry and Exit
3 No barriers to entry or exit allow firms to enter or exit the

market freely.



Pricing Under Imperfect
Competition: Monopoly

Price Maker

1 A single firm with a dominant market share has significant
control over price.

Unique Product

) The monopolist's product has no close substitutes, giving it a
unique position in the market.

Barriers to Entry

3 Significant barriers hinder entry into the market, protecting the
monopolist's position.
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Pricing Under Imperfect Competition: Duopoly
2 1 3

Key Players Strategic Interactions Limited Competition
The market is dominated by two firms, Firms must consider each other's actions The presence of two dominant players
each with a significant market share. when making pricing decisions. limits competition, allowing for some

control over price.



Pricing Under Imperfect
Competition: Monopolistic

Competition

(AP
=

Differentiated Products

Firms compete by offering slightly
different products, allowing for some
price differentiation.

Tt

Marketing and Branding

Firms rely on marketing and
branding to establish unique selling
propositions and attract customers.
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Price Control

Firms have some control over price
due to product differentiation, but
they must be mindful of competition.




Pricing Under Imperfect Competition: Oligopoly

’ Few Firms
The market is dominated by a small number of large firms with significant market share.
Interdependence
2 Firms are highly interdependent, making pricing decisions complex and strategic.
Barriers to Entry
3 High barriers to entry make it difficult for new firms to enter

the market, reinforcing the dominance of existing firms.



Pricing Strategies: Maximising
Revenue and Profit

Cost-Plus Pricing Value-Based Pricing
Calculates costs and adds a Focuses on the perceived value
predetermined markup to of the product or service to
determine the price. Simple but customers.

may not reflect market value.

Competitive Pricing
Analyzes competitors' prices to set a price that is either lower or higher,
depending on the strategy.
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Pricing Tactics: Promoting Value and Affordability

Discounts and Promotions Bundling Price Skimming
Offer temporary price reductions to Group multiple products together at Launch a product at a high price to
attract customers and increase a discounted price, encouraging capture early adopters, then

sales. customers to buy more. gradually lower the price over time.
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Conclusion: Pricing for Business Success

Effective pricing is a key driver of profitability. Understanding market dynamics, implementing strategic pricing approaches, and
employing tactics to attract customers are all crucial for long-term success.



Pricing: Optimising for
Profitability

Welcome to our presentation on pricing, a crucial element for business
success. We'll explore the intricacies of pricing strategies, understand the
different market environments, and delve into pricing tactics that can help you
maximize revenue and profit.
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