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Demand Driven Strategic Planning
Chapter: 10

Pricing Projects and Decisions



Exercise in Group to Deliver
4 or 5 members (40 minutes)

• Find a company that you think has a creative pricing process, and 

make comments of this process, based on the strategic pricing 

method on slide 20 with explanations at 21, 22, and 23.
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Price definition

Demand
sensitivity

Stage of product life cycle

Competitive moves

Legal and ethical concerns

COST

Adjustments
necessary

Strategic concerns

✓ Positioning/competitiors
✓ Objectives
✓ Definition of prices for 

new products (penetration 
or skimming)

✓ Price versus quality

Consumer market

✓ Price promotion
✓ Coupon distribution
✓ Prices by segment
✓ Customization

Industrial market

✓ Price gradation
✓ Payment discounts
✓ Pre-order discounts
✓ Volume discounts
✓ Geographic definition of prices
✓ Promotions
✓ Customization

Factors Which Determine and Influence Price Definitions

Source: Czinkota (2010:443)
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Pricing Objectives
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Price Sensitivity Factors

Factors that reduce price
sensitivity

How can your company use this factor? 
Ideas for your 

Company

1. The product is exclusive: unique value. How to create unique value for the customer?

2. Buyers have less knowledge of the existence of
substitutes.

How to make substitute product comparison difficult?

3. Buyers cannot compare the substitute’s quality. How to create a unique and superior category?

4. The price is small in relation to total income.
How to make the company’s product part of a larger 
expense in which the consumer does not directly 
evaluate its cost?

5. The product’s final benefit is large.
How to increase the customer’s perception that the 
benefit created by the product is of great value?

6. The product’s cost is shared with a third party.
How to involve different partners in the sales 
negotiation?

7. The product is used in conjunction with previously
bought assets.

To which product already bought by the customer can we 
associate ours?

8. The product presents more quality, prestige or
exclusivity: Price-Quality.

How to create a unique value?

9. Buyers cannot stock the product.
How to avoid having our customers stocking our product 
and therefore having more power to negotiate future 
purchases?

Table 10.1 Price sensitivity factors.

Source: Developed by the author based on Nagle’s and Holden’s items (1994).



Agenda Chapter 10 
Pricing Projects and Decisions

10.1 - Pricing Context

10.2 – Pricing Objectives

10.3 – Determine Demand

10.4 – Cost Analysis

10.5 – Competitors Prices and Costs

10.6 – Methods for Pricing

10.7 – Final Price Setting and Adjustments

10.8 - Ideas for Collective Actions in Pricing

10.9 – CPS – Creative Pricing Strategies



Cost Analysis
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Price Adjustment Strategies

Strategies Considerations
Is this pricing strategy applicable to your 

company? If so, note necessary 
adjustments in the established policies

1- Geographical 
pricing 

Considers transportation costs to the consumer, which grow in
importance when the freight is a large component of the total
variable cost. There are two geographical strategies:

1. By production point, when the product is picked up at the factory.

2. Flat delivery price, in which the quoted price is the same for all
buyers regardless of their location.

2 - Discounts and 
concessions

Discounts for payments in cash, discounts for quantity, functional
discounts (offered to the members of the distribution channel),
seasonal discounts and concessions.

3 - Promotional 
pricing

Bait pricing, occasion pricing, discount coupons, low interest finance,
longer term payments, warranty and service contracts, psychological
discount (use of an artificial high price which is reduced drastically).

Table 10.5 Price adjustment strategies.

Chapter 10

Price Decisions



Price Adjustment Strategies

Strategies Considerations
Is this pricing strategy applicable to your 

company? If so, note necessary 
adjustments in the established policies

4 - Discriminate 
pricing

Pricing by consumer segment, pricing by product version, image
pricing, location pricing, period pricing.

Segmentation must be possible, impossible to resell, must be
legalized and attuned to the institutional environment.

5 - Product mix 
pricing

The product is part of a mix and the company seeks a price that
maximizes this mix in the following ways:

✓ Product line pricing: each successive version of the product has
extra characteristics, allowing higher prices.

✓ Sub product pricing: sale of sub products allows reduction of
the price of the main product.

✓ Package pricing: gathering of several products that are sold
more cheaply than if sold separately.

Source: Developed from Kotler (2000) and Etzel; Walker and Stanton (2001).

Table 10.5 Price adjustment strategies.
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Motives for Using the Network and Collective Action Perspective for 
Pricing

Actions Description and Examples Ideas for the Company 

To increase the value 
perceived by the 

customers

– Offer a Package of Products and Services

A package of products and services has more value as it makes the purchasing process
easier for the consumer, bringing more convenience. It also transmits more trust, for the
package can be constructed especially for their needs. The example of bundling in the
agricultural inputs area (products and services package offer) uses this strategy.

To reduce the price 
sensitivity in 

segments served

– Offer a Package of Products and Services

Following from earlier points, there is a significant chance that the customer’s price
sensitivity is reduced, allowing the company to charge more for the package, in
comparison with separate product.

– Joint loyalty programs

As strategies for joint discounts and network benefits, companies can share discounts
(through loyalty cards, for example) where the benefit of using the network overcomes
the competitor’s offer. Airline companies have used this concept through associations
with telephone companies, credit card companies, Internet providers, newspapers, among
several others.

– Difficulty in comparing substitutes

The network offer makes the comparison with other offers harder, for networks are
harder to compare than isolated products.

Table 10.6 Motives for using the network and collective action perspective for pricing.
Source: Developed by the author.



Table 10.6 Motives for using the network and collective action perspective for pricing.

Actions Description and Examples Ideas for the Company 

To reduce costs

– Joint actions in reduction of marketing expenses

Promotional joint actions, in sales management, market research and so forth,
have a great potential of saving expenses.

– Outsourcing processes and activities

Process outsourcing or the use of private brands, for the company that produces
as well as for companies that “order the production”, has a good potential to reduce
costs either because they optimize the production or because they focus on their
core competencies. These processes demand, and benefit, from the network
coordination.

– Joint purchasing offices

Companies that buy jointly increase their bargain power with suppliers, besides
benefiting from a common purchasing structure, they obtain scale advantages.

To compare 
competition costs 

and prices

– Getting market information from other networks through members that
cooperate with market information

The companies from the network can use one another to get privileged cost
structure and price information from competing companies. Actions with not
exclusive distribution channels can facilitate obtaining information, as well as with
non exclusive suppliers. Legal and ethical limits should be scrupulously observed in
such cases.

Source: Developed by the author.

Motives for Using the Network and Collective Action Perspective for 
Pricing
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*** “Hands - On” Method – How to Strategically Set Prices? ***

Phase 1. Understanding
Value Given by 

Consumer

Phase 3. Strategic
Pricing Movements

Phase 2. Strategies for 
Increasing the Value

Source: Prof. Marcos Fava Neves
Figure 10.2 The price setting process.

1. Analysis of the External Environment - PEST Analysis (Chapter 2 DDSP)
2. Analysis of Risks and Barriers to Purchase (Chapter 2 DDSP)
3. See the Competitors’ Offers (Visits, Markets, Web, Simulate purchase)

4. Reduce the Importance of Substitutes (Table 10.1 and Networks)
5. Cost Analysis and Comparisons (Produce MP, MO)
6. Lock-In Strategies 
7. Communicate the Importance of Attributes
8. Solving Problems and Mitigating Risks (Solutions for item 2)
9. Value Capture with Innovators (market skimming)
10. Synthesis of Benefits Offered by the Company

11. Untecipate and Monitor Competitors' Movements (avoid price wars)
12. Plan Possible Discounts and Promotions Policies (table 10.5 Slides 12/13)
13. Integrated Product/Service Approach and Adaptations
14. Permanent Use of the WEB – for "alerts, monitoring”
15. Possible Collective Actions in Pricing (slides 15/16)
16. Price Management, Changes, Meetings



Some Details of the Method... How to Strategically Set Prices?
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