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FACTORS INFLUENCING THE PRODUCT PRICE
ABSTRACT
The study examined the critical factors influencing the product price in a company. The study is based on appraisal factors which influence the price of a product. In the study, secondary data and cross-sectional data were used from annual reports in the sampled firms. The data collected was analyzed using a regression model. According to the results, the cost structure of a company has an insignificant positive effect on the product price, while the company’s objective has a significant positive relationship on product price. Moreover, the availability of substitutes and market demand has a significant negative relationship on product price. This study suggests that firms should focus on reducing the cost of production to maximize their profits.

INTRODUCTION
Determining to price is a difficult and complex process in business markets. This research will find out the factors influencing the price of a commodity. Usually, goods and services are presented in a different size, quality, and quantity. Therefore, the pricing strategy requires to be considered in details. Pricing is a key element in economic life and a member of the marketing mix. Business managers and Economics, therefore, place a very important on the pricing. Pricing is a very crucial variable in the market-oriented economy in comparing demand and providing an exchange of goods and services (Huang, Jones & Hahn, 560)
Price is defined as the value of a good or service (Shipley & Jobber, 310). It is the payment by the consumers for the exchange of goods and services. It is a salient feature of a good or a service for it is directly related to the income of a consumer. There is a close relationship between the values of a good or a service and its price (Volpe, 495). The economists assume the sole purpose of a company is to maximize profits. The profit maximization motive poses a burden to the managers. The goal of any pricing strategy is to achieve the objectives of the company. The company objectives may vary depending on the business nature. 
A business organization profitability and survival depend deeply on the pricing decisions, therefore, the price is one of the crucial factors in any business organization. It is the only element in a marketing mix which ensures profitability and produces revenue for the company (Kotler & Keller, 41). An effective pricing decision is an achievement to every organization and it may be a sufficient condition in meeting the long-term goals of an organization. 

LITERATURE REVIEW
A study is done to examine the pricing policy in the Philippines, Indonesia, and Thailand from 1960-1990. The results of this study confirmed that price stabilization is a crucial policy achievement in the country. It also revealed that stabilization in these three nations was not necessarily enjoyed during this study period. The study revealed that the major determinants of a price of a commodity are political factors such as GATT entry, achievement of self-sufficiency and per capita GDP. However, the impact has been proved to be different in the three countries (Kajisa & Akiyama, 64).
Another study is done on the problem of designing a pricing schedule policy for a firm with a heterogeneous customer base while putting into consideration the pricing policy problem and the profit-maximizing objective of the firm when the service value and customer tome sensitivity of the customer care are private information (Katta & Sethuraman, 39). They concluded that, under some conditions, it is beneficial to pool customers with different characteristics and treat them with equity since customers usually select their own class. 
Price determination was taken in a pharmaceutical market using six years period of data from 1998-2003 in various countries (Cabrales & Martin, 50). The study revealed that the quality of the product and the market power has a positive influence on the product price. The study also reveals that various companies in the U.S. the prices are not much different as compared to countries of similar per capita income. 
A case study was done In U.S. to examine the determinants of crude oil prices in the periods between 1983 -2008 (Breitenfellner, Cuaresma & Keppel, 115). The case suggested that individual factors varied over time. That is, there is no single factor that remains unchanged or dominates another over time. The study used the Ordinary least square method in analyzing the data. According to the findings, the performance is improved significantly for stores operating their competitors with pricing strategies that are similar.
A study was done in India to examine the determinants of the price of shares in India. The study used the panel data which consisted of annual time series over a period of 2006-2011 (Srinivasan, 38). The study also used a cross-sectional data which take six different sectors of the India economy into consideration. The six sectors include; banking sector, pharmaceutical, industrial, IT, energy and manufacturing sector. 
It made use of the random models as well as the fixed models in exploring the determinants of the price of shares in these sectors in India. According to their findings, price-earnings ratio and earning per share are the major determinants of the share price in the six industries. The study also revealed that the size is a significant factor in determining the price of a share in all these sectors except in the manufacturing sector. 
According to Yazdani, Khorsand, Mehdizadeh & Sharami, they classified the factors that impact the product price into external and internal factors (52). He highlighted four major pricing policies as; discriminatory pricing, advance pricing, cost, and price discounts. Additionally, according to Samurai focused on the economic pricing concepts where he said that factors determining the E-pricing strategies and policies are the marketing mix which he said it produces the revenue (65). 
The study showed that the internal factors which influenced the product price of a company included; the turnaround rate of a product, marketing cost, cost of sales and the characteristics of a product. Whereas, the external factors that influence the price of a product in a company includes; social considerations, government controls, pricing policy, the price of the competitor, bargaining power of a major supplier and the bargaining power of a major consumer of that product.


CASE STUDY
A case study of an alcohol company in the United States of America called Hensley Beverage Company. It is a family-owned and multi-generational company that distributes a wide portfolio of beverages including non-alcohol beverages. It is a popularly known distributing company in Arizona and it is now one of the largest beverage distributions in the U.S. a research was made on factors influencing pricing policy. The study sought to establish the best pricing strategy for the company and factors affecting the pricing decisions. 
A multivariate analysis was used to make the analysis of the relationship between the dependent variables (factors affecting price) and the independent variable (price) using SSPP. According to the findings from the analysis, the firm cost (p-value = 0.002) was the only significant factor that determined the price of alcohol producing firms. 
It was advocated that pricing decisions influenced the overall performance of the company, its survival, and the marketplace. A well-established price assists the company to capture the best value of the product and creates a competitively advantageous position in the market. The study modeled some factors that influence price which includes; industry competition, the cost structure of the firm, product demand and the knowledge of buyers and sellers.




CONCLUSION
Price is one of the important factors in marketing tools in sales. Understanding how externals factors may influence your product is one of the major steps to expand your business. Price sensitivity may get changed over time based on some factors such as competition, demand, marketing, advertising, and economic environment. One of the ways to expand your own business is too high quality and less price compared to other businesses. 
The objective of every firm is to maximize profits and for s firm to do it and remain competitive is through minimizing the costs of the firm. There are both internal and external factors that were found to influence the product price. This study aims to find the factors influencing the product price. An explanatory research was used where the most important factor influencing price was found to costs.











APPENDIX
The six sectors include; 
· Banking sector
· Pharmaceutical sector
· Industrial sector
· IT sector
· Energy sector
· Manufacturing sector
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