
Good Practice Guide:
Pricing and Competitor Strategies
for Businesses



Why use Pricing Strategies?

Businesses will use pricing strategies to suitably 
price their product/service in line with current 
market demand. 

Pricing strategies help identify the optimum 
price for a product/service, depending on how it 
is to be positioned.



Pricing Strategies 

Cost Plus Pricing 

A business adds a 
percentage to the cost
price to come to their final 
pricing decision. 

E.g. a product may cost 
£100 and the business adds 
on 20% as a profit margin 
so the product will be sold 
for £120.

Cost Base Pricing 

A business will calculate 
the cost of production and 
distribution. They will then  
decide on a mark up price.

Businesses who operate in 
a volatile industry with 
changing costs and no set 
prices will use this strategy 
to decide on the final price.  



Pricing Strategies

Competition Pricing
Price matching service with 

competitors

Product Line Pricing 
Supermarket ready meal basic, 

standard and finest ranges

Bundle Pricing BOGOF strategies 

Psychological Pricing 99p rather than £1 

Optional Pricing Cars sold with optional extras 



Pricing Strategy Matrix
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Price Skimming – Initially setting a high price for 
a new low-quality product and then reducing it.

Premium Pricing – Setting a high price for high-
quality goods.

Economy Pricing – Setting a low price for low-
quality goods.

Penetration Pricing – Initially setting a low price 
for a high-quality product and then increasing it.

This particular pricing strategy matrix illustrates the four the most common strategies by 
mapping price against quality. Using a pricing strategy enables you to determine the 
optimum price of a product or service. 

Each of quadrant serves a different purpose, and it's important 
to choose the one that is most relevant to your business and current situation.



Pricing Strategy 

Where to start:

Å What type of product/service you are launching? 

Å Who is the target market?

Å Consider factors such as:

ï Direct and indirect costs

ï Competitor activity 

ïMarket position

ï Brand and company objectives

ï Current and potential customers

ï Product Differentiation

ï Supply Chain



Why use Competitive Strategies?

A competitive strategy is a long-term plan of 
action that a business develops with the aim of 
achieving a competitive advantage. 

This advantage is what makes you better than 
the competition in your customers‘ minds.



Competitor Strategy 
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Michael Porter

There are many different competitive strategies 
businesses can use, whichever you choose keep 
in mind these three areas:

Å The benefit your product/service provides
Å The target market
Å Direct and indirect competitors 

There are many models businesses may adopt 
and Porter’s Generic Business Strategy model, 
seen on the right, is just one.  

Not sure where to start? 
Business Gateway provide a free user friendly 
Competitor Analysis guide on their website.

https://www.bgateway.com/business-guides/sales-and-marketing/website-design,-management,-optimisation/competitor-analysis



