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PRICING, PRICING, PRICING

Leticia Williams
Business Counselor
Small Business Development Center at Arizona Western Entrepreneurial College

Setting the right prices for your products or services is critical to running a successful small
business. Determining pricing requires considering various factors, including costs, market

conditions, and customer perceptions. This article will provide you with valuable insights to
assist your small business in establishing effective pricing strategies.

1. Understand Your Costs: It's crucial to fully understand your costs before setting prices.
Calculate all direct and indirect expenses for producing and delivering your product or
service. This includes manufacturing costs, labor, overhead, and other relevant expenses.

2. Research the Market: Conduct thorough market research to understand the pricing
landscape in your industry. Analyze competitors' pricing strategies, identify key market
trends, and assess customer preferences. This information will provide insights into where
your business fits within the market. If you are already in business, seek feedback from your
customers.

3. Define Your Value Proposition: Clearly articulate the unique value your product or
service provides to customers. Consider factors such as quality, features, and brand
reputation. Understanding your value proposition will help you justify your pricing and
differentiate your offerings from competitors.

4. Segment Your Target Audience: Recognize that different customer segments may have
varying price sensitivities. Consider creating different pricing tiers or packages to cater to
different customer needs. This allows you to capture a broader range of customers and
maximize revenue.
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5. Set Pricing Goals: Establish clear pricing objectives aligned with your business goals.
Whether you aim to maximize profit margins, gain market share, or achieve a specific
revenue target, having well-defined objectives will guide your pricing decisions.

6. Choose a Pricing Structure: There are various pricing methods to consider. The following
are a few: cost-plus pricing, value-based pricing, penetration pricing, skimming pricing.
Select a plan that aligns with your business goals, market positioning, and target customer
segment.

7. Consider External Influences: Be aware of external factors that may impact pricing
decisions, such as economic conditions, regulatory changes, and fluctuations in supply chain
costs. Stay adaptable, and be prepared to adjust your prices accordingly.

8. Test and Modify: Pricing is not a one-time decision. Regularly assess and test your pricing
strategies. Gather feedback from customers, monitor market trends, and be willing to adjust
your prices based on performance and changing circumstances.

9. Consider Psychological Pricing: Explore the psychological aspects of pricing, such as
pricing endings (e.g., $9.99 instead of $10.00) or bundling. These tactics can influence
customer perceptions and behavior, impacting their willingness to make a purchase.

10. Communicate Value: Communicate the value your product or service delivers to
customers. Transparency about pricing and the value proposition builds trust and helps
customers understand why your offerings are priced the way they are.

Determining pricing for a small business involves careful analysis, strategic thinking, and
flexibility. Understanding your costs, researching the market, defining your value proposition,
and employing effective pricing strategies can position your business for success in a
competitive marketplace. Regularly review and adapt your pricing strategies to ensure they
align with your business objectives and meet the evolving needs of your customers. If you
need further assistance or resources, contact the Small Business Development Center at
Arizona Western College’s Reskilling & Technology Center (previously known as the AWC
Downtown Campus) at 1351 S. Redondo Center Drive. The center can be reached by phone at
(928) 317-6151 or visit awc.azsbdc.net.
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