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Pricing Objective (Target Market Share)
The leather sports boots has a primary objective of achieving and maintaining the targeted market share. Pricing of the product is based on the objectives that a given firm wants to achieve. Pricing is set in such a way or manner that will enable the firm to achieve the targeted market share. Market share refers to the specific volume of sales that is pre-determined earlier on by a company in light of the total sales in a specific industry. For instance, a firm may try to achieve a 20% market share in a given industry that it relates to regarding its operations. Also, sometimes pricing can also be employed by a company as a tool to increase its market share.  If the company believes that its market share is below the expected volume, it can increase it by properly adjusting its pricing model; pricing is aimed at improving market share .[footnoteRef:1] The secondary goal of our company will be to take advantage of the lack of competition since it is a new brand in the market. The company is going to execise monopoly till new competitors enter the market. Once they have entered the market, then our product will move into a monopolistic competition  environment. [1:  Market share is the percentage of a market accounted for by a specific entity (Tuckwell, 2016.p.118)] 

Pricing Strategies (Pricing at a Premium)
Our primary strategy is pricing at a premium. The reason for this strategy is that our product is new and so there will be no competition in the beginning.Good pricing strategies help a company to determine the price point at which it can maximize its profits on sales of its services or products.[footnoteRef:2] This kind of pricing strategy allows businesses to set costs higher than those of their competitors. This strategy is often most effective during the introduction of a new product in the market, early days of a product's life cycle. It is also ideal for the small businesses that deal with unique goods and services.[footnoteRef:3] [2:  Customer base is a group of customers who repeatedly buy the products or services of a business (Tuckwell, 2016.p.120)]  [3:  Customers are the recipient of a product or a service (Tuckwell, 2016.p.56)] 

Price Skimming
In order to come up with our price point to be set, we will also determine the estimated fixed and variable costs. The company’s fixed costs  for the first three months will be land and electricity. The company will estimate a fixed rent cost of $1000 per month. Basing on the number of units that will be produced on daily basis we shall come up with a rough estimate of the consumed electricity of about $0.256 per day ($7.68 per month). The two costs will amount to $1007.68 per month.
The company’s estimated variable costs will be $9 per each unit produced. The company is targeting to produce a total of 100 units each month for the first three months. The company’s strategy is pricing at a premium, but is also targeting a profit of 12% of variable plus fixed costs during the first three months.
Basing on the above costs, our selling price will be $29.07
($1007.68+($9*100)+1000)/100=$29.07
Break-even Analysis
Break-even in terms of units		1007.68/(29.07-9)=50 units
Breaken-even in terms of dollars	1007.68/(1-9/29.07)= $1459
For the company to reach at break-even point, it has to sell 50 units or make sales amounting to $1459.
 
Sales price (1000+350) $1350
Course Concepts
Sales
The total amount of money that a company receives from selling services or products.
Revenues
This is the total amount of money that a company receives during a certain period.
Profit
Profit refers to a financial gain, the difference between the amount earned and the amount spent in producing a product.
Loss
Refers to the amount of money lost by a company after selling its products or services.[footnoteRef:4] [4:  Product is an article or a thing that is produced for sale (Tuckwell, 2016.p.211)
] 

Profit margin
Profit margin refers to the amount by which revenue collected from sales exceeds costs in a company.
Break-even point
Refers to the point at which cost or expenses and revenues collected are equal; no net loss or gain at this point.[footnoteRef:5] [5:  Revenues is total amount of money that a firm receives during a certain period (Tuckwell, 2016.p 113)
] 

Product
Refers to anything that can be offered to a market that might satisfy a need or want.
Demand
Demand refers to the quantity of a service or product that customers are willing and able to purchase at the prevailing price.[footnoteRef:6] [6:  Purchase is the action of buying something (Tuckwell, 2016.p.99)
] 






[image: Image result]






Bibliography list
Tuckwell, K. &. (2016). Think Marketing, Second Edition.Don Mills, Ontario: Pearson Canada Inc




image1.gif
980,000

960,000

940,000

520,000

£y

(520000)

(340,000)

(950,000)

(980,000)

($100,000)
0 an0 a0 1200 1800 2000

Monthly units break-even




