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Pricing
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Pricing Strategies

Setting a price is both an artand a
science. To start with you need to know
the full costs of running your business
including an allowance for paying

yourself a reasonable salary.

However you cannotjustseta price
based on your cost structure so itis
useful to know what others in your target
market are charging and how their

products and services compare to yours.

Remember to look further than justa

straight price comparison. You need to

determine how competitors products and services compare in terms of
quality, features and benefits. You can charge a premium if your offering is

perceived as being higher quality than your competitors.

Once you establish a price you need to determine how much you need to
sell to break even. If you find that the volume of sales required to break even
is unrealistically high then you need to revisit your costs to see if they can be
reduced and/or you need to find a way of improving the perceived value of

what you are offering so that you can charge a higher price.

Obviously discounting for volume is an option but ensure you know what
effect discounting has on the volume you mustsell. Loss leaders are
another strategy but remember they are designed to actually “lead” to sales
of good margin products and services so itis important to clearly identify

how they will contribute to profitable sales.

Price increases for products or services are bestdone in small increments
rather than hitting your customers with large increases even if they are

infrequent.

Humour

This is India. It's where you call when you

have a problem with anything technical.
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