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Tel Aviv University
School of Management




MBA and M.Sc. Courses
1231.3412.02 – Pricing Policy
Prerequisites: Marketing Management with a grade of at least 78;
Economics for Business Administration
Second Semester – 2016

	Section
	Day
	Hour
	Classroom
	Exam date
	Lecturer
	Email
	Telephone

	02
	Wednesday
(First half)
	15:45-18:30
	252
	No exam
	Dr. Meir Karlinsky
	karlinsk@post.tau.ac.il
	03-6406322


Office Hours:  Tuesday  16:00 – 17:00  and by appointment
	Course Units


1 course unit
1 course unit = 4 ECTS units
The ECTS (European Credit Transfer and Accumulation System) is a framework defined by the European Commission to allow for unified recognition of student academic achievements from different countries.

	Course Description


“Pricing is the moment of truth – all of marketing strategy comes to focus on the pricing decision”
Prof. Raymond Corey
Harvard Business School

Price is indeed of a unique nature among the Marketing-Mix elements. Pricing is one of the least understood and most controversial aspects of managerial decision making.

In this course we survey popular pricing practices, explore their pitfalls, and identify the fallacies they are based on.  We then set the economic and the psychological foundations for effective proactive pricing decisions. After considering and incorporating the cost and the competition factors of the pricing process, we turn to profitable pricing strategies and tactics including perceived-value pricing, segmented pricing, bundling, dynamic pricing, price competition.

The course framework starts with a set of three commonly received questions that most companies seem to employ when they decide on setting prices.  After analyzing these questions shortcomings, the course develops approaches and tools that enable to overcome the limitations imposed by these questions.  It ends with an integrative framework for making profitable pricing decisions and an alternative proposed set of strategic questions that should guide pricing decisions.

While the course incorporates issues and subjects from Economics, Game-Theory, Cost Accounting, Behavioral Decision Theory, and more – it is decidedly a Marketing course in nature.  Indeed it argues that Marketing should be the Price setter and the Pricing Manager in the corporation.  However, as Marketing is too important to be left to the Marketing people alone – so is Pricing.  Even if you do not plan to be involved in Pricing, or even in Marketing decisions, you would surely be exposed to your vendors’ pricing conduct – this course may help you to understand it and to be able to respond more effectively.
	Course Objectives


Upon completion of the course, the student will be able to:

1.
Identify and phrase the Uniqueness of Price in the Marketing Mix, and evaluate its impact on actual decisions. 
2.
Identify the three main factors that influence pricing and need to be considered for effective pricing decisions, as well as recognize  and evaluate the benefits, problems,  and influences of the ‘Commonly Asked Questions’ in prevalent  pricing processes.
3.
Identify and evaluate the problems of Cost-Based Pricing, and the distortions of 'Classical Costing', its harmful impact on pricing decisions, as opposed to the useful concept of relevant costs for pricing decisions, and how to calculate them using Activity Based Costing (ABC).
4.
Use costs for pricing decisions by calculating ‘Iso-contribution’ and ‘Iso-profit’ quantities for initiated and reactive price changes, bundle, and variable costs changes, and using them to evaluate demand, and classify possible  prices and price changes as potentially profitable or unprofitable ( from the perspective of costs changes ).  

5.
Recognize and gauge ‘Price Sensitivity’ Factors of Demand, and use them to classify and evaluate the influence of Price and Price Changes on customers’ reactions, choices, and to help in demand estimation. 
6.
Define, calculate, and use the concept of “Economic Value to the Customer” in various situations as a basis for Price Setting and customer persuasion.
	Evaluation of Student and Composition of Grade 


	Percentage
	Assignment
	Date
	Group Size/Comments

	20%
	Case Study 1  analysis report
	
	Group (5-6)

	30%
	Case Study 2  analysis report
	
	Group (5-6)

	30%
	Case Study 3  analysis report
	
	Group (5-6)

	20%
	Price change impact exercise
	
	Individual


*
According to university regulations, participation in all classes of a course is mandatory (Article 5).

*
Students who absent themselves from classes or do not actively participate in class may be removed from the course at the discretion of the lecturer. (Students remain financially liable for the course even if they are removed.)

	Course Assignments


1. Reading the required materials (articles case-studies) according to the assignments schedule (see below).
2. Analyzing (in writing) all exercises and case-studies and be prepared to discuss them in class.

3. Presence in class sessions and quality participation in discussions.
Each student is expected to contribute regularly to class discussions, as called upon by the instructor and on a voluntary basis. Each class session, students should be prepared to discuss material related to both the previous session and to the current session’s assigned readings.  This procedure helps build bridges between lectures and provides useful feedback.
To a substantial extent, the benefits the students derive from the assignments are related to their willingness to expose their own viewpoints or conclusions to the critical judgment of others.  Please note that effective participation in class involves both quality and frequency. Quality participation means making substantive contributions that advances the analysis of a managerial situation. It is particularly important to build on previous comments. Both what you say and when you say it are important. However you cannot make quality contributions without some quantity. 
You should always ask questions when a point in the lecture is not clear.  The instructor will determine the extent to which the entire class can benefit from the response, and make a decision whether to answer the question immediately or after class.
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	Grading Policy


In the 2008/9 academic year the Faculty instituted a grading policy for all graduate level courses that aims to maintain a certain level of the final course grade.  Accordingly, the final average grade for this course (which is not a core course) will be in the range 83-87%. 

Additional information regarding this policy can be found on the Faculty website. 

	Evaluation of the Course by Student


Following completion of the course students will participate in a teaching survey to evaluate the instructor and the course, to provide feedback for the benefit of the students, the teachers and the university.

	Course Site (Moodle)


On   http://moodle.tau.ac.il
The course site will be the primary tool to communicate messages and material to students.  You should check the course site regularly for information on classes, assignments and exams, at the end of the course as well.
Course material will be available on the course site.
Please note that topics that are not covered in the course material but are discussed in class are considered integral to the course and may be tested in examinations.
	Required Reading


See Course Outline.  Articles are in the course site.
A set of case studies – to be purchased from “Sifrut Zola” 

	Course Outline* 


	Week #
Class #
	Subjects
	Assignments

	Week 1

Class 1
	Introduction and Overview

· The uniqueness of Price in the Marketing Mix

· Factors and Influences

· The three commonly used questions when setting prices
	Skim:

“Prices: How They Get Set”

Read:  

Nagle & Hogan : "The Quest for Market Share"



	Class 2

	Economic Foundations in Pricing

· Elasticity and Price Differentiation
	Read:  

Nagle: “Economic Foundations of Pricing”

	Week 2

Class 3


	The Role of Costs in Pricing  
· The problems of Cost-based Pricing

· Cost Accounting for Pricing


	Read:  
Cooper:  “Does Your Company Need a New Cost System?”

Cooper & Kaplan: “Measuring Costs Right”

Lewis:  “Activity-Based Costing for Marketing" 
Prepare for preliminary discussion:

Case 1: “Wilkerson Company”

	Class 4
	· Costing for Pricing: 

· Calculations and Uses


	Prepare:  Price Elasticity Computations and Linear Demand Analysis
Read:  
Smith & Nagle: “Financial Analysis for Profit-Driven Pricing”

Smith: "Leveraging profitability in low-margin markets"

	Week 3

Class 5
	Psychological Foundations in Pricing

· Price Sensitivity Factors


	Read:

Dickson & Sawyer:  “The Price Knowledge and Search of Supermarket Shoppers”

Capon & Kuhn:  “Can Consumers Calculate Best Buys?”

	Class 6
	Behavioral Decision Theory

Case analysis discussion:
CASE 1:  “Wilkerson Company.”
	Read:
"Note on Behavioral Pricing"
Thaler: “Mental Accounting and Consumer Choice”
Diller:  "Price Fairness"
Prepare and submit (in groups):

Case-Study Report and discussion of

CASE 1: “Wilkerson Company.” (20%)

	Week 4

Class 7
	Perceived Value to the Customer
· Calculating Economic Value to the Customer

	Read:

"Delivering Value to Customers"

Forbis & Mehta: “Value Based Strategies for Industrial  Products”
Prepare for preliminary discussion:

CASE 2: “Curled Metal Inc."

	Class 8
	Conjoint Analysis"
· Preferences Measurement  for Product and Pricing Design
	Read:
Hogan & Nagle: "The Use of Conjoint Analysis To Supplement Pricing Decisions"

Dolan: "Conjoint Analysis: A Manager's Guide"

	Week 5

Classes 9 & 10 


	Segmented Pricing

· Existence and Problems of Unintentional Price Differentiation

· Managed Price Differentiation
Case analysis discussion:
CASE 2:  “Curled Metal Inc."
	Read:

Hogan & Nagle: "Segmented Pricing – Using Price Fences"

Bright et al.: "Profiting from Proliferation"

Prepare and submit (in group):
Case study report  and discussion of:

CASE 2:  “Curled Metal Inc." (30%)

	Week 6

Classes 11 &12


	Pricing on the Net

· Dynamic Pricing

· Real-Time, Online Pricing

	Read:

Sahay: "How to Reap Higher Profits With Dynamic Pricing"

Baye et al.: "A Dashboard for Online Pricing"

Prepare for preliminary discussion:

CASE 3:  "Netflix"

	Week 7

Class 13


	Competition in Pricing

· A mini-game in class

· Games and Consequences

Case analysis discussion:
CASE 3:  "Netflix"
	Read:

Garda & Marn: “Price Wars”

Rao et al.: “How to fight a price war”

Prepare and submit (in group):
Case-Study report and discussion of:
CASE 3:  "Netflix" (30%)

	Class 14


	A Framework for Effective Pricing
· Data Collection, Analysis, Strategy Design

· Strategic Questions to Guide Pricing

	Read:

Dolan:  “How Do You Know When the Price Is Right?”
Nagle & Hogan: "What is Strategic Pricing" 

Baker et al.:  "Building a better pricing infrastructure"

Hogan:  "Building a World-Class Pricing Capability


*Subject to change
Prepare (individually) and submit (individually) by April 17th, 2016
· “Price Change Impact exercise”
Students who are unable to complete an assignment or course requirement must notify the TA of the course in advance via email
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