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[0 O 1.6.2 Setting the Right Price[] [I Setting the right price on a product is a four-step process.[1 [1 [0 101
Establish pricing goalsC] [0 The first step in setting the right price is to establish pricing goals. Pricingobjectives fall
into three categories] profit oriented] sales oriented] and status quo.These goals are derived from the firms
overall objectives. If1 for example[]l a companysobjective is to be the dominant sales leader in an industry[d] then
it will pursue a sale-oriented market share pricing goal. A conservative organization that is attempting tolower risks
by being a followerd rather than attempting to be a market leader[] mayestablish a status quo goal. This company
is simply trying to preserve its position in themarketplace. Finally(l a company committed to maximizing
shareholder value willestablish aggressive profit-oriented pricing goals.[1 [0 [0 2[0 Estimate demand[ costs[] and
profitsC] [1 Total revenue is a function of price and quantity demanded and that quantitydemanded depends on
elasticity. [30] After establishing pricing goalsl] managers shouldestimate total revenue at a variety of prices. Next
[ they should determine correspondingcosts for each price. They are then ready to estimate how much profitl] if
anydJ and howmuch market share can be earned at eaeh possible price. These data become the heart ofthe
developing price policy. Managers can study the options in light of revenues(] costs[] and profits. In turnJ this
information can help determine which price can best meet thefirms pricing goals.(J O O 300 Choose a price
strategy] O The basicO long-term pricing framework for a good or service should be a logicalextension of the
pricing objectives. The marketing managers chosen price strategydefines the initial price and gives direction for
price movements over the product lifecycle.[] [I The price strategy sets a competitive price in a specific market
segmentd based on awell-defined positioning strategy.[J Changing a price level from premium tosuperpremium
may require a change in the product itselfl] the target customers served[] the promotional strategy[] or the
distribution channels. Thus] changing a price strategycan require dramatic alterations in the marketing mix.]

[0 A companys freedom in pricing a new product and devising a price strategydepends on the market conditions
and the other elements of the marketing mix. If a firmlaunches a new item resembling several others already on the
market[ its pricingfreedom will be restricted. To succeedd the company will probably have to charge aprice close
to the average market price.
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