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The differences between cost based and value-based pricing are discussed below: -

Topics Cost based pricing Value based pricing

Basis: Cosrbased pticing is guided bY

the product.

Value based pricing is guided on

customer perceptions of the product

value. :

Estimate:' It estimates the costs of making

the product.

ttEtimites the customer needs and

value perceptions.

Set: It sets a price that covers costs

plus a target profit.

It sets a Price that covers

consumer's perceived value.

Value: It convinces buyers of Product

value.

If designs product to deliver desired

value at target Pnce.

Profit: It resuits in low profits. It results in high profits.

are shown below:
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4.Lg Difference between market skimrning and pricing market penetration
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The major differences between market skimming pricing and market penetration pricing

Topics Market skimming Pricing Market penetratioir Pricing

Definition

a

Market skimrning pricing is setting

a high price for a new Product to

skim maximum reven-ue laYer bY

layer from the segments willing to

pay the high prige.

Market 
'penetration 

Pricing is
setting a low price for a new

product in order to attract a large
t,

number of buyers and with a

large market share.


