University of California, Riverside

The A. Gary Anderson Graduate School of Management

Pricing Strategy (MGT 249)

Winter 2005

Professor Shuba Srinivasan


Phone:(951) 827-6447, email: shuba.srinivasan@ucr.edu
Class: Mon/Wed: 12:40 pm –2:00 pm

Office Hours: Mon/Wed 11 am-12 noon




 

Office: ANDHL 214


Course Objectives: 

The objective of this course is to give you an exposure to the strategy and tactics of pricing. The course will have a managerial focus while drawing on theoretical principles from Economics and Psychology.

Texts, Readings and Other Materials: 

Nagle, Thomas T. and Reed K. Holden:

The Strategy and Tactics of Pricing

Prentice Hall, Inc. (referred to as N&H) 

Two case studies will be available in Printing and Reprographics (next to UCR bookstore).

Evaluation, Testing and Grade Determination:

Your performance in the course will be evaluated using two components- an individual-level and a group-level component. The group-level component will be based on your "synergistic" team effort with another student. Each group will consist of two members. Groups will be finalized during the first class period. Your final grade in the course will be based on the activities listed below.  

Industry Analysis

Each group will be required to do an analysis of the pricing behavior and strategies of firms in a chosen industry. This will consist of presenting and writing a report. Industry Analysis presentations will be made in the last two class sessions. The written report is due March 9, the last day of classes.

Class Participation 

Students will be expected to participate in class discussions in all class sessions. If you are unable to attend class on a particular date, kindly inform me about your intended absence.

Case Presentations

In addition to the group project presentation, each group will be expected to make two short (i.e. 10-12 minutes) presentations on pre-selected cases from the Wall Street Journal and/or other business journals. These articles will be available for download from the course web page. A schedule will be drawn in the second week of classes. Please provide me with a "hard copy" of your transparencies immediately prior to the presentation. 

Case Reports

Two individual case assignments will be given during the semester.   A written case report not exceeding 10 pages (use 12 pt font) is due in class on the days mentioned in the schedule.


The above activities shall be weighted as follows in determining the final grade:


Industry Analysis
(group)
30%


Case Reports  

20%


Case Presentation
 (group)
20%


Final Exam 

20%


Class participation
10%      

Schedule of Classes:

DATE                    

TOPIC(S)                        


ASSIGNMENT

Mon, Jan 3 


Introduction to the course





Course organization

 



Strategic Pricing                 

N&H:1

Wed, Jan 5


 Costs                                   

N&H:2

Mon, Jan 10


Financial Analysis                      

N&H:3

Wed, Jan 12      
 

Customers                               

N&H:4

Mon, Jan 17      
 

MLK Jr. day, holiday

Wed, Jan 19          

Competition                             

N&H:5

                


Strategy 

Mon, Jan 24    
 

TBD 

Wed, Jan 26


TBD

Mon, Jan 31       


Segmented Pricing                       

N&H:9

Wed, Feb 2
        

Federated Industries Case due

Mon, Feb 7
         

Pricing in the Marketing Mix           
N&H:10

Wed, Feb 9
         

continued

Mon, Feb 14 


Coca-Cola's New Vending Machine (A): 

Pricing to Capture Value, or Not?

Wed, Feb 16
 

Channel Strategy: Price management
N&H:11

Mon, Feb 21    
 

President's day

Wed, Feb 23            

Competitive Advantages                  
N&H:12



Mon, Feb 28


Price sensitivity



N&H: 13

Wed, Mar 2


Pricing Psychology                      

hand-out

Mon, Mar 7


Ethics & Law



N&H: 14

Tue, Mar 9


Presentations 

INDUSTRY ANALYSIS

Assignment
To analyze the pricing behavior of companies in the selected industry. The term "pricing behavior" refers to the pricing strategies and tactics being employed by companies in the chosen industry. The analysis must go beyond the simple reporting of pricing related events/anecdotes in the industry. Instead, it should represent a synthesis or consolidation of the pricing-related actions of firms, supported by insights and knowledge acquired in this course. Further, the analysis should attempt to relate concepts and theories covered in the class to industry practice.

Depending on your choice of industry, it may be necessary to restrict the scope of your analysis by product/service category, geography, time or any combination of the previous factors. It is important for you to carefully define the boundaries of you analysis. Please have me sign-off on a one page “scope statement” for your analysis due on Wed, Jan 19.   

Written Report and Presentation

The Industry analysis is to be presented on the last day of class. You will have 20 minutes to make your presentation and respond to comments and questions. Please note that an important purpose to educate/inform other class members about the pricing behavior in industries they did not select themselves. 

The final written report is due on Mar 9. You are free to use your own format in writing it. Using the table-of-contents of the required textbook as section and sub-section headings (with appropriate re-emphasis) is one option. There is no page limit to your exam. A suggested length, excluding references, appendixes and other attachments would be 15-20 pages, depending upon your preferences for font size.                                                       
Industry Choices
Drug Manufacturers



HMO’s




Breakfast Cereals




Long Distance Telephone Services 

Airlines (business fares)



Airlines (leisure fares) 

Hotels





Sporting Events (specify a sport)  

Banking (specify a service)


Credit Cards

Camera Film




Package Delivery Services

Cable TV




Economy Cars

Luxury Cars




PCS/Cellular Phone Services 

Fast Food




Expensive Restaurants

Soft Drinks




Beer

Designer Clothing



Children’s Toys (specify an age range) 

Grocery products (specify a category)

College Education (private) 

Package Delivery Services



Online/Internet Access Services

Personal computers



Computer chips 

Depending on your choice of industry, it may be necessary to restrict the scope of your Industry Analysis by sub-product category, geography, time or any combination of the previous factors. It is important for you to define the boundaries of your Industry Analysis as you see fit. 

DETAILS ON THE CASE PRESENTATION

The main purpose of the case presentations is to attempt to relate theoretical concepts to the actual business practices of firms as reported in the business press (primarily Wall Street Journal). The presentations should seek to draw parallels between theory and practice as appropriate. Also, they should provide a lead-in for discussion that enables us to evaluate the conceptual and theoretical soundness of a particular pricing strategy. Of course, there is no assurance that the company depicted in the case used a similar analysis (or any analysis at all). A recommended format for these presentations is given below. Feel free to create your own format if it better accomplishes the learning objective stated above. The typical presentation should be of 10-12 minutes duration and based on 2-3 transparencies. Please provide me with a hard copy of your visuals immediately prior to the presentation. 

Recommended Format 

(a) KEY FACTS AND SUMMARY: Present a summary of key points (and data) in the case. Refresh the audience on the general content and tone of the article(s) comprising the case. Emphasize those facts that have a bearing on (b) and (c) below. No additional research on the companies mentioned in the case is needed. 

(b) RELATIONSHIP TO THEORY/CONCEPTS: Attempt to relate the case to theoretical concepts being covered in the course (preferably within a particular chapter). Draw the connections you see (or mention the lack of them) between practice and theory. 

(c) DISCUSSION QUESTIONS: List 3-4 thoughtful discussion questions that you believe provide a good basis for evaluating the theoretical or conceptual soundness of the pricing actions mentioned in the case. Form an opinion on the questions you select, but do not share it till you hear from the rest of us.

Written Case Report Grade Form

Team # _____      Case ______________________    Date __________

Style  



Poor    Fair      Good  Excellent


Format: 12 pt font, 1" margins, double space 
____    ____    ____    ____


Organization
____    ____    ____    ____


Executive summary (one page)
____    ____    ____    ____


Tables. figures
____    ____    ____    ____


Clarity of writing: concise, clear

____    ____    ____    ____

Content  


Business/Mission
____    ____    ____    ____


Situational Analysis:



Internal strengths and weaknesses
____    ____    ____    ____



External opportunities and threats
____    ____    ____    ____


Statement of the problem(s), key issues
____    ____    ____    ____


Alternative courses of action
____    ____    ____    ____


Evaluation of alternatives



Related to key issues
____    ____    ____    ____



Doing the numbers 
____    ____    ____    ____



Utilizing Core Course Concepts
____    ____    ____    ____


Recommendations, conclusions:



Justification: tied to analysis, evaluation
____    ____    ____    ____

Letter Grade  _______

Learning by the Case method

Learning by the case method calls for discussion of real-life situations that have been faced by executives.

Educational Purpose of a case

Cases help in sharpening analytical skills, since they require quantitative and qualitative analysis to support to support the recommendations and decisions.  Case studies cut across a range of organizations and situations and provide exposure to real-life situations.  Typically, the problems one encounters in cases are not unique to one organization and hence one can develop a more professional sense of management from case studies.  

Case discussions are interactive and what each class member brings to identifying the central problems in a case and proposing solutions is a very important part of the learning process.

Another benefit of the case method is that it helps in improving communication skills.

How to Prepare a Case

1.
Read the first few paragraphs, then go through the case almost as fast as you can turn the pages, asking yourself, “What broadly is the case about and what types of information am I being given to analyze?”

2.
Read the case very carefully, underlining key facts as you go.  Then ask yourself: What are the basic problems this manager has to resolve?

3.
Note the key problems on scratch paper.  Then go through the case again, sorting out relevant considerations for each problem area.

4.
Develop a set of recommendations supported by your analysis of the case data.

In your analysis make sure you address the following areas:

1.
The situation background, including environmental factors and strengths


and weaknesses of the organization.

2.
The core problem or the main area of concern.

3.
Alternative courses of action.

4. 
Evaluation of the alternatives based on the pros and cons of each alternative.

5.
Selection of a course of action based on the above evaluation.

Here are some things to keep in mind:

· The background analysis includes internal analysis  (Strengths and Weaknesses of the company) and external analysis  (Opportunities and Threats in the Environment).

· In identifying the core problem, don't confuse symptoms with causes.  For example, decline in sales is never a problem, it is symptomatic of underlying causes (such as a change in consumer preferences etc.).

· Be creative in generating alternative courses of action.  Don’t rule out a course of action because it seems “stupid” or has drawbacks.  Evaluate all options, before deciding on the course of action that “seems reasonable” to you.

· The case method of learning does not provide the answer.  Several viable answers are possible.  Recognize the pros and cons in your recommended alternative.

· Confine yourself to the data in the case.  Keep in mind the year in which the case is set, and try not to bias your strategy based on what subsequently happened in the industry or to the organization.

· Back up your qualitative arguments with hard data from the case wherever possible.  Crunch numbers - you will often get important insights that would have totally escape you otherwise.

· Make sure your recommendations are internally consistent.  Remember that decisions on one marketing mix variable impact all other decisions and cannot be made in isolation. 

Summary of Steps involved in Case Analysis:
1.
Situation Analysis
:
What’s going on around here?

2.
Problem Identification:

What is the core problem?

3. 
Identifying Alternatives:

What decisions need to be made, and what






are the alternatives?

4.
Evaluating Alternatives:

What are the pros and cons of each 








alternative?

5.
Selecting an Alternative:

What seems like the way to go?

3
7

