
 
 

  

International Journal of Pharmaceutical research and Applications 

Volume 8, Issue 4, Jul.-Aug. 2023, pp: 184-186 www.ijprajournal.com ISSN: 2456-4494 

                                      

 

 

 

DOI: 10.35629/7781-0804184186   | Impact Factor value 7.429     ISO 9001: 2008 Certified Journal      Page 184 

Pricing Strategy and Its Types 
 

SOWMYA K 
 

----------------------------------------------------------------------------------------------------------------------------- --------- 

Date of Submission: 27-06-2023                                                                           Date of Acceptance: 08-07-2023 

----------------------------------------------------------------------------------------------------------------------------- ---------- 

 

DEFINITION 

Pricing strategy is the policy establishment 

adopts to determine what it will charge for its 

products and services. Strategic approaches fall 

vastly into the three orders of cost- predicated 

pricing, competition- predicated common factor 

among pricing strategies is that, in the end, the total 

profit generated from the price set multiplied by the 

units sold has to cover the costs of operation and to 

allow a sufficient profit fringe, which secures an 

respectable return on investment. The process of 

doing this differs according to sedulity and request 

conditions, the underpinning available competitive 

advantage, and in some cases nonsupervisory 

constraints. Pricing strategy is a pivotal variable in 

financial modeling, which determines the earnings 

achieved, the earnings earned, and the amounts 

reinvested in the establishment’s growth for its long- 

term survival.  

 

Abstract OVERVIEW 

There are several options open to the 

establishment in assessing pricing strategies, which 

are significantly told by a number of pivotal factors. 

Given the guests ’ demand schedule, the cost 

function of the business, and the pricing strategy of 

contenders, a number of pricing strategy options are 

available, including those mentioned in the 

following text.  

 

Markup pricing. 

The most common strategy used involves 

adding a luxury on the product costs. Multitudinous 

companies reckon the cost of producing a product 

and add a specific fringe. Retail pots analogous as 

Auchan, Carrefour, and Wal- Mart adopt a luxury 

pricing strategy on the maturity of brands sold 

through their stores( except in the case of 

promotional pricing strategies, described in the 

following text). 

 

Target return on investment pricing.  

In industries that bear a high capital 

investment, target return on investment pricing is 

espoused as a safeguard to recoup the costs of 

setting up complex structure. The formula used to 

calculate the price includes a chance return on 

investment that varies with different volumes of 

product in a given period. enterprises administering 

target- pricing strategies include machine 

manufacturers and telecommunications, electricity, 

and gas service providers.  

 

Perceived value pricing. 

Multitudinous companies rest their pricing 

on perceived value as linked by the buyer. The price 

is set to maximize the value that the buyer assigns to 

the product predicated on its avail. The perception 

of value is a combination of palpable factors( 

analogous as the price of supplementary goods, the 

mileage, or avail of the product) and impalpable 

factors( analogous as product quality, service, or 

brand attributes). This type of pricing strategy is 

espoused in scripts where the perceived value of the 

product is important advanced than its cost. 

Perceived value pricing is used for a large number 

of the brands held by LVMH Moët Hennessy, the 

French international luxury goods conglomerate. 

Brands under its marketable pergola include Fendi, 

Donna Karan, Givenchy, Louis Vuitton, Tag Heuer, 

and Bulgari.  

 

Competition- predicated pricing.  

In this form of pricing, prices are decided 

applicable to those of contenders. Such a system 

may well apply to medium- share companies 

contending against high- share contenders( 

analogous as original taverns contending with 

international hotel chains) or for products with low 

insulation( analogous as gasoline).  

 

 

Penetration pricing. 

This form of pricing strategy, also known 

as promotional pricing, involves temporarily setting 

prices below the request price or indeed lower than 

cost price. This is constantly used to maximize 

rapid-fire- fire request entry into new requests, or 

the request entry of new products into being 

requests. The strategy was used effectively in the 
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early days of mobile telephony for 

telecommunications providers to gain sufficient 

subscribers to sustain their networks. fleckcom 

companies are particularly likely to engage in 

pricing products below cost, or indeed giving them 

down for free to make a strong customer base. The 

customer base is also used to induce income from 

dealing the company or its stocks, or generating 

profit from advertising on the user platform Skype,  

pricing strategy Google, Facebook, and LinkedIn 

engage in this type of pricing programs for their 

high stoners.( Their pricing strategies with 

advertisers would follow other approaches, 

analogous as value- predicated pricing where the 

palpable value of reaching large- scale cult 

populations is the high determinant of price.)  

 

Skimming pricing. 

This type of strategy is used to maximize earnings 

by maintaining the topmost price possible of new 

products that face a high demand from specific 

request corridor samples would be the high cost of 

the rearmost performances of Samsung, Nokia, and 

Huawei smart phones, which would appeal to a 

request that's ready to pay a decoration for the most 

recent technologies.  

 

FACTORS IMPACTING PRICE STRATEGIES  

The choice of pricing strategy espoused by the 

establishment will depend on the overall corporate 

strategy, buyer prospects and behaviour, contender 

strategies, sedulity changes, and nonsupervisory 

boundaries. Other factors affecting the nature of 

pricing strategies are mentioned in the following 

text. 

Marketable Image. 

The external image of the pot affects its capability to 

adopt a specific pricing strategy. For illustration, a 

patron of low- cost buses would find it extremely 

delicate to move up to an image of a patron of 

luxury motorcars. Amid- request supermarket chain 

would find it delicate to move up request in price. 

The pot also needs to consider the impact of its 

pricing strategies on others, analogous as 

shareholders, consumer pressure groups, 

nonsupervisory authorities, and government 

agencies.  

Terrain. 

multitudinous companies charge different prices for 

goods and services in different geographic regions, 

depending upon original request conditions and 

regulations.  

Abatements. 

Multitudinous pots offer abatements predicated on 

demand for both volume and value. Large stoners 

can generally command significant abatements. 

Abatements may also be offered for early payments 

and penalties assessed for late payments.  

 

Price discrimination. 

Multitudinous companies differentiate 

between guests, product or serviceform, place, and 

time. Strategic brand architecture creates brands that 

are discerned from the competition, thereby 

reducing the number of backups in the business. The 

price pliantness of demand becomes low, allowing 

the company to increase prices and ameliorate 

profitability.  

Price demarcation is a common practice 

where demand varies significantly according to 

circumstances, as in the case of onlooker sports and 

seasonal trip. The fairly new practice of charging 

further for games between brigades with a high 

following in the Premier League in England and the 

Budesliga football clubs has attracted media 

attention and review from sports suckers. The 

practice of price demarcation has been in place in 

other diligence for several times, at a advanced 

position of complication. Air, rail, and ocean trip 

pricing varies according to the time of the time and 

increases when demand is at its loftiest. Air trip 

pricing varies not just with the seasons but also with 

over to the nanosecond demand situations. Pricing 

software automatically adjusts pricing on business- 

to- business and business- to- consumer deals 

platforms according to the remaining seat vacuity 

and the oscillations in the rate of deals of the seats.  

 

Price perceptivity. 

Buyers are lower price sensitive under the ensuing 

conditions  

• cover mindfulness goods, when buyers are 

ignorant of druthers delicate comparison goods, 

when they are unfit to separate between product 

immolations. 

 • Total expenditure goods, when the purchase use is 

a low part of optional expenditure.  

• End- benefit goods, when the cost is a small 

proportion of the total cost. • Shared bring goods, 

when costs are participated with another party.  

• Sunk investment goods, when costs are related to a 

cost that has formerly been incurred.  

 

FUTURE DIRECTIONS FOR PRICING 

STRATEGY  

Pricing strategy has been affected by changes in the 

request structure through retail consolidation, 
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changes in manufacturers ’ dealing programs, 

advances in technology, and the rapid-fire 

emergence of internet merchandising.  

 

Retail connection. 

Through retail consolidation, large scale retailers 

have consolidated their purchasing function to 

reduce the cost of handling interposers. For large 

chains similar as McDonalds and Nordstrom, it's 

standard practice to buy through a central office. 

The power in the force chain has shifted toward the 

central buyer and pricing programs set by the 

manufacturers are established within these 

constraints. It's common for the buyer to mandate 

the price classes of the products that they buy.  

 

Manufacturers dealing costs and trade 

allowances. 

As a consequence of retail consolidation, 

manufacturers are fastening on dealing direct to 

commercial buyers. The cost of selling is reduced 

when they deal with larger chain stores and smaller 

independent retailers. Another change from the 

manufacturing side is the reduction of trade 

elevations. Manufacturers pay as important as 50 in 

trade allowances or promotional abatements to 

stores. The allowances are intended to give the 

retailer the option of conducting in- store elevations. 

Over the times, smaller benefits have been passed 

on to the consumers. The difference in the 

manufacturers ’ objects and the retailers ’ practices 

are likely to drop trade allowances at source or to 

lead to regulation.  

 

Price optimization modeling. 

Through technological advances, further 

companies are espousing price optimization ways 

through statistical modeling and data mining. 

Merchandisers that are more sophisticated are 

moving down from rule grounded pricing opinions 

similar as luxury or seasonal pricing. The fine 

models used to discourage- mine optimum pricing 

are sensitive to changes in the request and give 

decision support for retailing and profit operation. 

Opti- mization ways read the demand for individual 

products grounded on once pricing, deals profit, 

pricing of contending products, shifts in original 

geodemographics, situations of force, and marketing 

data.  

 

Internet pricing difference. 

So far, online price difference is as high as 

offline price difference. Multichannel retailers( with 

online and tradi- tional outlets) have advanced 

prices thane-retailers since they've to show thickness 

in pricing across all their channels. By dereliction, 

the loftiest price becomes the dereliction price for 

all the seller’s channels. Variations in shipping costs 

add another difference in the final price paid for a 

product. The growth in online shopping is leading to 

a briskly vacuity of price information, performing in 

pressure from consumers for retail prices to meet 

unborn trends in pricing programs are likely to 

concentrate on information- grounded optimization 

through cost reduction of inefficiencies in the force 

chain, the reduction of trade allowances, an increase 

in responsiveness to changes in request conditions, 

lesser pricing inflexibility, and a reduction of 

pricing difference across different retails channels.  


