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418 Difference between cost based and value-based pricing
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' e differences between cost based and value-based pricing are discussed below: -

i

. Topics Cost based pricing Value based pricing

[ ‘

Basis: Cost based pricing is guided by | Value based pricing is guided on

the product. Customer perceptions of the product

| value.

. Estimate: | It estimates the costs of making | It estimates the customer needs and

the product. value perceptions.

It sets a price that covers costs | It sets a price that covers

‘plus a target profit. consumer’s perceived value.

It convinces buyers of product | It designs product to deliver desired

value. value at target price.

It results in low profits. It results in high profits.

. ? I How can you differentiate cost based and value-based pricing? NU 2005, 2012 l

419 Difference between market skimming and pricing market penetration
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The major differences between market skimming pricing and market penetration pricing

- are shown below: :

| Topics Market skimming pricing : Market penetration pricing

Definition Market skimming pricing is setting | Market penetration pricing is
a high price for a new product to setting a low price for a new
skim maximum revenue layer by | product in order to attract a large
layer from the segments willing to | number of buyers and with a
pay the high price. - : large market share.
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Simply, strategic plan is a broadly-

defined plan aimed at creating a desired future. In
- broad sense, Strategic plan is a pro

¢ess in which organizational leaders determine their

D‘onald, “A strategic planning process delivers a set
s) that achieve a desired set of business goals.”

> According to Robert W. B
for creating a map for the
intention to increase your org

radford, “Strategic planning is a methodical

process
general path your company is to follow, with the
anization’s potential.”

» According to Peter Duncan, «
envisioning a desired future, and tr.
or objectives and a sequence of ste

From the above definitions it is clear to us

Strategic plan is g Systematic process of

anslating this vision into broadly defined goals
Ps to achieve them.”

that a strategic plan will generally include:-
which is usually written at the end of the process;

L > An executive summary,

- A company description;

Your mission, vision and value Statements;

A strategic énalysis that can be in the
weaknesses, opportunities and threats);

>
>
>

form of a SWOT analysis (strengths,

- An explanation of your strategies and tactics;

>
‘ » An action plan;
| >

Budget and operating plans;




-
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4 | Discuss the relationships between strategy, strategic plan and
strategic management.

NU BBA Prof. 2010

There are many relationships between strategy, strategic plan and strategic management.
The major relationships between strategy, strategic plan and strategic management are

discussed below:

Subject Matter

Strategy

Strategic Planning

| Management

Strategic

Definition

Strategy is the
determination of the
basic long-term goals and
objectives of an
enterprise, and  the
adoption of courses - of
action and the allocation
of resources for carrying
out these goals.

Strategic planning is
an organization's
process of defining
its strategy,
direction, and making
decisions on
allocating its
resources to pursue
this strategy.

or

Strategic

management is a field
that deals with the
major - intended and
emergent initiatives
taken by general
managers on behalf
of owners.

Meaning

Strategy is a detailed plan

4 fof achieving success in

one part or all parts of a
business. :

Strategic Planning is
a future oriented

activity which tends

to determine the
organizational
strategy and used to

set priorities.

Strategic

Management implies
a bundle of decisions |
or moves taken in
relation to the
formulation and
execution of
strategies to achieve

Stresses on

It stresses on a plan of
~ designed to
achieve a long-term or
overall aim.

action

It stresses on making
optimal strategic
decisions.

organizational goals.

It stresses on
producing  strategic
results, new markets,
new products,
technologies etc.

new

Management

Strategy is a management
by goals.

Strategic planning is
a management by
plans.

Strategic
management is a
management by
results.
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5 \ Distinguish between strategy and strategic plan.

NU BBA

A strategy is a blueprint,

the other hand, a strategic plan is a document
or work unit. The differences between strategy

layout, design, or idea used to _acqomplish a spect
th

f . L |
at establishes the direction o8

and strategic plan are discu set

Base of
Difference

Ftrateg'y \

Strategic Planning

| Strategy generally involves
setting goals, determining actions
to achieve the : and
mobilizing resources to execute

the actions.

goals, Definition

\

A plan of action designed to
achieve a long-term Or overall €
i Meaning

Strategic planning is a proes ]
organizational leaders determune!
for the future as well as identife
and objectives for the organizzis

1

A systematic: process of @
desired future, and translat"
into broadly defined goals or @ |

a sequence of steps to achieve i

\-Strategy is the path chosen for
a

S e What is it?
chieving the objectives. : el

Strategic planning is -a rous
accomplishing any task. ;

The strategy is a master game

plan designed for achieving the Eag
Ll g Objective
objectives of an organization.

Strategy is based on Practical
considerations.

Strategy is action oriented. Orientation

The initial objective of a strais
clearly identify company gos '1
a way o use company reso
them. '

Strategic plan is based on assk

Strategic planning is future 0 : {

Strategy leads to planning. Lead

|

Strategic planning leads to pré ;

Strategy is for the long term.
Term

Strategic planning can be for®
long
circumstances.

term  depending

Strategy is a part of decision-

Part
making. 2

Strategic planning s @
managerial process.

|

Finaﬂy, we can say that both strategy and strategic plan
n of the organi
rward towards their mission ‘

managers as the
make their plans and strategies to

y know the mission and visio
take a step fo

are made by

.

zation clearly.




iled

g can-

pllact
puct
new

n to

Product Strategy 123

3.20 Individual Differences in Inno{'ativeness
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In each product area, there are consumption pioneers and early adopters, other individuals adopt

new producté much later. An example: Still there some people who didn’t purchase mobile i
phone. This is because they fell that the price of mobile phone will be reduced in course of

time. A classification of adopters based on extensive research is illustrated below.
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Time of Adoption of Innovations

Figure: Classification of adopters
1.  Innovators (XfRe=®): One of the most important characteristics of the innovators is “,h
to adopt an innovation within very less time, i.e. they require a shorter adoption

period than any other category. About 2.5% people fall in this category.

2. Early adopters (% seid): There are 13.5% consumers, who are basically little
conscious about a new product. After searching they purchase the product very

earlier, they are called early ado;iters.

3. Early majority (2% RW): 34 % people in ’01.1r soci»ety'purchase the product

before purchasing most of the peoplé they are called early maj ority.
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3 | What are the major consnderatlons in constructmg a company s
: product mix? [NU 2010] |

|
| Product mix dimensions / decision consists product mix length, product mix widths, °
product mix depth, and product mix consistency. Product mix dimensions are based on
the basis of number of product lines and product items.

The product-mix is 4 dimensioned, as a company’s product mix contains width, length, .
4 depth & consistency. Let’s discuss these 4 fold dimensions:
| 1. The width (2=%): The width of product mix refers to how many different product lines in the

_ﬂ;‘h‘m v

company carries. The word width refers to the extent of different product lines in the product
‘ mix offered by an organization. b
* 2. The depth (81%1):The word depth applies to the number of product items offered by an i N\
- | organization within a particular product line. It means the variants offered of each product in
| the line.

EXAMPLE: Lux comes in 2 sizes & 4 fragrances, so it has a depth of 2x4=8

'; iife ‘ " 3. The length 7%): The length of the product mix refers to the total number of items in the
: mix. We can calculate the average length of a line by dividing the total length by number of
lines. :

<

EXAMPLE: If there are 30 items in a product mix & 10 product lines, then average
length of a line: 30+10= 3 items. : :
4. The consistency (77®0): Consistency refers to the close relationship of various product lines

either to their end use or to production requirements or to distribution channels or to other

variables.
' and EXAMPLE: HUL product lines are consistence in the sense they all are consumer

goods & go through the same distribution lines. _ : b
From the above discussion we can say that a company can extend his / her business with
the consideration of product mix decision.

3
!

: 4 | Discuss the Product-mix strategles : [NU 2007, 2011}
il it To be successful in marketing, producers & middlemen need carefully planned strategies
srinue for managing their product mixes. The major product mix decisions are:
. 1. positioning,

2. expansion,
3. alternations & ;
4. contraction.




