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Full country name:
Republica Federativa
do Brasil

P P B

Population: 170 million
Capital City: Brasilia
People: 55% European descent, 38% mulatto,
6% African descent (according to the 1980
census).

Language: Portuguese

Religion: 70% Roman Catholic; also a
significant proportion who either belong to
various cults or practice Indian animism
GDP: US$650 billion

GDP per capita: US$4,060

Inflation: 8%

Major Industries: Textiles, shoes, chemicals,
lumber, iron ore, tin, steel, aircraft, motor
vehicles and parts, arms, soya beans, orange
juice, beef, chicken, coffee, sugar
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Prlcmg Strategy (‘LE]"H eT

...critical marketing mix variable(fl- 17 S F STV

actually produces revenue (t:"ﬁ—l['Sr k El i[% TE'E}%)

shortest term mix variable (fl- 1= &= F\Iﬁﬁjﬁgﬁ[ E=) ‘d' A *JFI S)
relates directly to microeconomics (E"__"r ['[—“EEAH\: ;r EJ E}%)

supply versus demand analysis ([ﬂ a HF‘::TT 7] T’T)

breakeven analysis (Tﬁﬁj‘ @1;'%#[‘5} T’?)

Elasticity(%%ﬂ'[‘ﬁﬁ)
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PRICE DETERMINATION IN ECONOMIC
o=

THEORY A5 1M H e

m Demand: schedule of the amounts of
a firm’s good or service that
consumers purchase at different prices
during a specified period

m Supply: schedule of the amounts of a
good or service that firms will offer
for sale at different prices during a
specified time period



Pricing Strategy

Supply versus Demand ([
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Four Market Structures| “l?éﬂ Jtsﬂﬁaﬁ

Pure m Market structure
characterized by
homogeneous products
In which there are so
many buyers and sellers
that none has a
significant influence on
price
m The agricultural sector
IS the closest example




Four Market Structures| “lfgjﬂ thjgﬁgﬁﬁ»

m Market structure involving

| a heterogeneous product
and product differentiation
Competition: among competing suppliers,

allowing the marketer some
degree of control over
prices

m Typical retailer is an
example




Four Market Structures| “l?grﬂ thjgﬁgﬁﬁ»

m Market structure

_ Involving relatively
(55 IF'T) few sellers and

barriers to new
competitors due to
high start-up costs
m The automobile and

petroleum industries
are examples




The Concept Of Elasticity In
Pricing Strategy
m Elasticity: measure of responsiveness

of purchasers and suppliers to changes
In price



ittt (E)

"]

NS

Rl E

o

FURM




E>1

E<1




Determinants Of Elasticity

m Demand tends to be
elastic If consumers can
easily find substitutes

m If the price of Coca-
Cola rises, consumers
can switch to Pepsi or
another substitute




Determinants Of Elasticity

m Demand for luxuries
exhibit elastic demand,
while demand for

necessities tend to be

Inelastic

m Insulin, a necessity for
Diabetics, must be
purchased regardless of
the price




Determinants Of Elasticity

m The larger the
portion of a budget
an Item consumes,

Sortion of the h_ig_her the
Budget elasticity
m Elasticity Is greater

for products such as
cars and suits, than

fAr matrhnae Ar 1~A



Determinants Of Elasticity

m Demand often shows less elasticity in the short
run than in the long run

m For example, people prefer to pay more for a few
months out of the year than to explore options to
reduce energy costs. Over time, with global
warming becoming a real and present danger, they
may search for ways to economize.

Time
Perspective



Breakeven Analysis (i fj}a;l?iﬁ“’![‘j} #7)

m Breakeven analysis: pricing
technique used to determine the
number of products that must be sold
at a specified price In order to generate
sufficient revenue to cover total cost
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Breakeven :

Chart 8
E 80,000 Breakeven point
E Total variable cost
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Pricing Objectives|

Ef

F

T

Profitability Profit Maximization Low introductory interest rates on
: : Target Return credit cards with high standard rates
Objectives after 6 months.
Volume Sales Maximization Compagq’s low-priced PCs increase
Obiecti Market Share market share and sales of services.
JeClives
Competition Value Pricing Price wars among major airlines.
Objectives
prestige Lifestyle High-priced luxury autos such as
Obiecti Image Ferrari and watches by Rolex.
JeClives

Not-for-Profit
Obijectives

Profit Maximization
Cost Recovery
Market Incentives
Market Suppression

High prices for tobacco and alcohol to
reduce consumption.




Pricing Objectivesf%]'ﬁ%—;?j/ F 1A

Profitability |

C&F(IF-7Y)

= For-profit firms must set prices with profitability in mind

= Profit Maximization (F|JJ&1i7 [ ~): point at which the
additional revenue gained by increasing the price of a
product equals the increase in total costs

= Target-Return Objectives (£ 7%F; JEF(]| 145): Short-run
or long-run pricing objectives of achieving a specified
return on either sales or investment




Pricing Objectivesf%ﬁﬁ%{?j/ F 1A

= Sales maximization: A

minimum profit level is
set and firms seek to
maximizes sales

= Market-share objectives:
the goal set for
controlling a portion of
the market for a firm’s
good or service




Pricing Objectivesffj'ﬂrﬁ%—;réfj/ F 1A

* The Product Impact of Market

Strategies (PIMS) Project:
Volume | Research that discovered a
strong positive relationship

between a firm’s market share
and Its return on investment

= Firms with larger shares
accumulate greater operating
experience and lower overall
costs relative to competitors
with smaller market shares




Pricing Objectlvelej'F‘ = 1R

Meeti | = Seeks simply to meet
s = Value Pricing: Pricing

strategy that emphasizes
the benefits derived from a
product in comparison to
the price and quality levels
of competing offerings




Pricing Objectivesffj'ﬂrﬁ%—;réfj/ F 1A

= Prestige Objectives: Prices are set at a
relatively high level in order to develop and
maintain an image of quality and
exclusiveness that appeals to status-
CoNsclous consumers

Prestige | :




Pricing (i}'?ﬂ T
e Price discrimination: demand elasticity (%j\%?ﬂ[i&
Sl )
e Strategic pricing (*’Tf [i£|F )
¢ Predatory (fi % [fci[ﬁF”f quick share-of-market focus):
lower prices to drive competitors out, then raise

prices (1| (S 1k 572147, 7RI oA

+ Multipoint pricing (2 &g ):

pricing in one market may have an impact in
another market; subsidize low pricing in one market
from profits in another (- j @,FIJJL[':—F']'#J/ B E] U

TlE: 5 == =) %,?ﬁﬁﬁjk T 43)



Pricing (%E}fﬁ]ﬁlﬁ)
Strategic pricing (ffl]]ﬁléf”’_#f{gl’a)
e+ EXperience curve R ).
use aggressive pricing to build volume and
move firm down experience curve (lower
marginal CoSts) (&l i & s 4 (%)
+Regulatory Issues (i #/fikyzE):
antidumping, monopoly restriction, gray
market goods (= fegii = i i i)



Legal Constraints On Pricing i* &J &
B

= Federal legislation
Robinson- prohibiting price
Patman Act discrimination that is not

based on a cost

(2t o differential

1@[ AR = Also prohibits selling at
= Hﬁilﬁ*ﬁi([F unreasonably low prices
ﬁq@ﬁj)i to eliminate competition

(7 AT F[err'F“lEEIF
 FREEETETE)
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m Cost-plus pricing (=Y 2 JpiabiF):
practice of adding a percentage of a
specified dollar amount (markup) to
the base cost of a product to cover
unassigned costs and provide a profit
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Pricing Strategy%—_"%]“!j o e
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