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1. What is Pricing? 

Ans:- Pricing is the determination of appropriate value to a particular 
product. The process of identifying pricing objectives, defining the possible 
range of prices (or pricing flexibility), devising price strategies, determining 
the ultimate price, and executing and controlling pricing decisions is known 
as pricing. The decision to set a price is a very important and critical one. 

According to W.J. Stanton ”pricing is the functions of determining the 
products value in monetary terms.” 

Understanding the company's mission, target audiences, and marketing 
goals is the first step in determining pricing. Pricing objectives are 
developed based on them. The level of pricing flexibility is then estimated 
by management by looking at internal expenses and profits as well as 
external demand and competition. 

2.  Explain the importance of pricing? 

Ans:- Pricing is less glamorous as compared to other marketing mixes. It is, 
nevertheless, the most important decision a marketing firm must make. 

The following are some of the most important aspects of price in terms of 
organization, consumer, and economy:- 

A. Importance to Organization:- 

Ans:-  The primary importance of pricing regarding organization is 
explained briefly. 

i. Product demand:- 

Ans:-  Price is often the detrimental factor for the demand of a product. In 
most of the cases, the demand for a product increases when the price is 
low as compared to the product of similar nature. 



ii. Revenue and profit:- 

Ans:- The only part of the marketing mix that creates money is price. In this 
regard, it plays a critical role in calculating an organization's revenue and 
profit. Total revenue is derived by multiplying the per unit price by the 
quantity sold. When sale quantity remains same with decrement in price; 
revenue decreases minimizing the profit. 

iii. Production planning and control:- 

Ans:-  Price impacts the demand and in turn, the production planning. In 
this regard, price is often used as a tool to plan and control the production 
aspect of an organization. 

iv. Position:- 

Ans:-  Pricing often sends the message to customer about the firm and its 
products and services. This has a direct impact on the firm's position, 
brand, and image. For example, if things are priced high, the client may 
perceive a high value for a high-quality product. 

v. Determination of product mix:- 

Ans:-  Price also affects the product mix (quality, colour, design, feature, 
size, packaging, etc.). If an organization focuses on low pricing or high 
pricing, the ingredients of product mix are determined accordingly. 

vi. Tools of competition:- 

Ans:-  In an extremely competitive market, organization often employ price 
as a competitive tool. When the competition is tough, organization attract 
the customer by decreasing the price of the product. 

B.  Importance to Consumers:- 

Ans:-   The primary importance of pricing regarding consumers is explained 
briefly. 

i. Selection of product:- 



Ans:-   Pricing is important to customer in selecting products as per their 
financial capacity. Customers can make decisions about which things to 
purchase based on price. This is because the ability of people to consume 
and the price of items are diametrically opposed. 

ii. Quality:- 

Ans:-  Pricing makes the customer confident about the quality of goods 
they buy. In general, a high price persuades customers that a product is of 
high quality, and vice versa. As a result, pricing is a tool that assists 
customers in determining the quality of products. 

iii. Comparison facility:- 

Ans:-  Price provides comparison facility between products of similar nature 
and functions. A customer can judge the utility of product with the price 
associated and can pick the one that suits his/her necessity and capability. 

C.  Importance to Economy:- 

Ans:-  The main importance of pricing regarding economy is explained as 
follows:- 

i. Regulates the factors of production:- 

Ans:-  Price of goods and services affects its distribution because labour, 
capital, land, and entrepreneurship are the means of production. Price 
affects in the distribution of such means, wages for labour, rents for land, 
interest for capital are the price. 

ii. Guides in government policy formulation:- 

Ans:-  Price helps the government in the formulation of the budget. Every 
year, the government uses price as a basis for preparing its budget. The 
government's sales policy is also influenced by price. The government sets 
the prices for numerous goods and services. 

iii. Effects in demand:- 



Ans:-  Price of goods and services directly affects its demand. When the 
price of goods is reduced without compromising quality, demand rises; 
when the price is raised, demand falls. Specialty goods are exempt from 
this restriction. 

iv. Effects of saving and investment:- 

Ans:-  Price of goods and services affects the saving of consumers. If the 
price of goods increases, then it decreases the saving. Similarly, the 
decrease in consumers saving also decreases the investment. 

3.  Describes the Objectives of Pricing? 

Ans:- The pricing objectives reflect the overall goal of the organization. It 
explains what a company hopes to achieve through pricing. The pricing 
objectives parameter determines all price policies and strategies. Other 
parts of the business are frequently governed by the pricing goal. 

The following are the primary aims of pricing:- 

A.  Profit-Oriented Pricing Objectives:- 

Ans:-  Profit oriented objectives as the phrase suggests focus primarily on 
profit. The key profit oriented pricing objectives are as follows:- 

i. Achieve target return:- 

Ans:-  Many firms determine the price of their products or services to 
achieve a certain return on investment or sales. In this regard, a firm sets a 
percentage mark-up on investment or sales that cover the anticipated 
expenses plus the desired profit for the upcoming year. 

ii. To maximize profit:- 

Ans:-   Many firm set price to their products or services to maximize profit 
either in the short-run or the long run. When the goal is to maximize profit, 
products and services are charged at a higher price. Profit maximization in 
this manner benefits both society and the organization as a whole. 

B.  Sales Oriented Pricing Objectives:- 



Ans:-  Sales oriented pricing objective focus on sales volume rather than 
profit. As per this pricing objective, pricing is primarily aimed towards the 
achievement of gain in sales volume and market share. 

i. Increase sales volume:- 

Ans:- Under this price target, a product's pricing is chosen with the primary 
goal of increasing sales volume over a certain time period. This pricing goal 
is adopted by many new and small businesses. For this objective, 
organization often gives discounts, sometimes at a loss and aggressive 
pricing strategies. 

ii. Maintain or increase market share:- 

Ans: These pricing objectives set the price with the goal of maintaining or 
increasing the market share of a specific product or series of products. 
Market share is an important indicator of a company's marketing strategy's 
success. Target market share means that portion of the industry sale which 
a company aspires to attain. 

C.  Status-Quo-Oriented Pricing Objectives:- 

Ans:- Status-Quo-Oriented pricing Objectives focus on maintaining the 
current position of a product and firm. This objective is based on the 
principle “don’t fix what is not broken “.  

The key status –Quo-Oriented pricing objectives are as follows:- 

i. Stabilization of price:- 

Ans:-  As per this pricing objective, pricing of products is changed very 
slowly or is not changed at all. Many businesses use this price goal to 
ensure that the market is free of uncertainties. They believe that stabilizing 
the pricing will help them improve their status and goodwill. 

ii. Met competition:- 

Ans:- An organization sets the pricing goal with the primary goal of meeting 
the competition, especially in a competitive market. Organizations set 



prices for their products and services based on the current market in order 
to achieve this goal.. For this they usually follow a market leader, watch 
them and react accordingly. 

iii. Survival:- 

Ans:-  When the market is extremely competitive; demand is on the down; 
product is slowly becoming obsolete, pricing objective is determined with 
focus primarily on survival. In order to achieve this goal, the company 
establishes a low price profile in the market. In many circumstances, the 
price is the same as the production cost. 

 

 


