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Pricing strategies – Knowledge Questions
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1 What is meant by the term ‘psychological pricing’?

2 The following costs apply to a product: wages 50p, raw materials 60p, other costs 70p.
a What price would be set if cost-plus pricing were used and a mark-up of 100% weré
chosen by the business to set the price?
b Wages rise by 10% and the mark-up is reduced to 80%. Calculate the new price.

3 Explain two reasons why a company might use price skimming and state two real-life
examples of this strategy.

4 Explain two reasons for penetration pricing by a business.

5 What is the difference between a ‘price leader’ and a ‘price taker’? State one example
of each.

6 What is meant by a ‘loss leader’?




