1. Demand curve:  Relationship that shows how many units a market will purchase at a given price in a given time period; generally, customers buy more units as prices drop and fewer units as prices rise.

2. Elastic demand:  Demand for a product that changes substantially in response to small changes in price; when demand is elastic, a small decrease in price may substantially increase total revenues. 

3. Inelastic demand:  The demand that exists when price changes do not result in significant changes in the quantity of a product demanded.

4. Cross elasticity of demand:  The regulation of the percentage change in quantity demanded for one product to percentage price changes for other products; a price increase for one brand of cola will increase demand for a substitute brand, but a price increase for computers will decrease demand for printers, a complementary product.

5. Fixed costs:  Costs that cannot be changed in the short run and do not vary with the quantity produced; they include plant investments, interest, and the costs of production facilities.

6. Variable costs:  Costs that change with the level of output, such as wages and raw materials.

7. Total costs:  The sum of fixed costs and variable costs.

8. Marginal costs:  Costs that are incurred in producing one additional unit of output; they typically decline early due to economies of scale but increase as the firm approaches capacity.

9. Marginal revenue:  The additional revenue a firm will receive if one more unit of product is sold (MR is usually the price of the product).

10. Total revenue:  Total sales or unit price multiplied by the quantity of the product sold; (before tax) profits equal total revenue minus total costs.

11. Markup pricing:  Pricing where markup is the difference between the cost of an item and the retail price, expressed as a percentage.

12. Break‑even analysis:  Calculation of the number of units that must be sold at a certain price for the firm to cover costs (break-even); revenues earned past the break-even point contribute to profits. 

13. Contribution margin:   Sales revenue (quantity sold * unit price) minus expenses (variable cost) equals the contribution to margin.

14. Target‑return pricing:  A cost‑oriented approach that sets prices to achieve a desired rate of return, with cost and profit estimates based on some expected volume or sales level.

15. Target-cost pricing:  A cost-oriented approach related to new products that are developed based upon what the market wants and the price it will accept.

16. Income-based pricing:  Major consideration is the income generating potential of the product under consideration.  Used for pricing real estate, marketable securities, and business.

17. Value-in use (VIU):  This analysis is useful for determining the economic value that a product has relative to an existing competitive offering.

18. Differential pricing:  Selling the same product to different buyers at a variety of prices; such price discrimination works because there are different reactions to price among consumers or consumer segments.

19. Second‑market discounting:  A form of differential pricing in which different prices are charged in different market segments (for example, foreign markets).

20. Periodic discounting:  Offering occasional discounts to take advantage of consumer segments’ differing price sensitivity; includes price skimming.

21. Price skimming:  Setting prices high initially to appeal to consumers who are not price sensitive, then lowering prices sequentially to appeal to the next market segments.

22. Competitive pricing strategies:  Pricing strategies based on a firm’s  position in relation to its competition; includes penetration pricing, limit pricing, and price signaling.

23. Penetration pricing:  Setting a low initial price to encourage initial product trial, stimulate sales growth and lower unit production costs, increase total revenues, and enhance profits.   

24. Limit pricing:  A competitive pricing strategy that involves setting prices low to discourage new competition.

25. Price signaling:  A competitive pricing strategy that puts high prices on low‑quality products. 

26. Going-rate pricing:  Pricing at or near industry averages; strategy often when companies compete on the basis of attributes or benefits other than price.

27. Bundling:  Marketing of two or more products in a single package at one price (for example, computer systems or ski weekends).

28. Premium pricing:  Setting higher prices on more product versions; a popular strategy for beer, clothing, appliances, and cars.

29. Partition pricing:  Division of the price into parts, such as base price, plus shipping and handling, in lieu of quoting a single price.

30. Psychological pricing:  The recognition that buyer's beliefs and perceptions affect their evaluations of prices.

31. Odd‑even pricing:  Setting prices at just below an even amount (for example, contact lens of $199.95 instead of $200).

32. Customary price:  Pricing strategies that  modify the quality, features, or service of a product without adjusting the price; customary price beliefs represent consumers' strongly held expectations about what the price of a product should be.  For years the price of a candy bar held at 5 cents.  The bars just got smaller and smaller.

33. Price thresholds:  The point at which buyers notice a price increase or decrease; The threshold level depends on a product’s average price (for example, a 10-cent reduction on a 50-cent product is more meaningful than on a $10 product).

34. Acceptable price range:  The range of prices buyers are willing to pay for a product; prices above the range may not be judged unfair, while prices below the range may generate concerns about quality.

35. FOB origin pricing:  A form of geographic pricing in which buyers are charged the unit cost of goods plus shipping costs, which vary with the location; in FOB (free on board), the goods are placed on a carrier and shipped to the customer, who pays the transportation charges.

36. Uniform delivered price:  A form of geographical pricing in each customer, no matter where they are located, is charged the same average freight amount.

37. Zone pricing:  A form of geographical pricing in which customers within one area (say the Northeast) are charged one freight price and more distant zones are charged higher freight amounts.

38. Freight absorption pricing:  A form of geographical pricing in which the seller absorbs freight costs. 

39. Sealed‑bid pricing:  Pricing in which sellers submit sealed bids for providing their products or services and the buyer chooses among them.

40. Reverse auctions: Pricing in which sellers bid instead of buyers and prices fall instead of rise, enable buyers to negotiate lower prices from multiple suppliers.

41. Bait and switch:  Advertising a product at an attractively low price to get customers into the store but not making it available, so customers must trade up to a more expensive version.

42. Predatory pricing:  Charging very low prices to drive competition from the market and then raising prices once a monopoly has been established.

43. Unit pricing:  Price information presented on a per‑unit weight or volume basis, so shoppers can compare prices across brands and across package sizes within brands.

