Pricing and the Management of Revenues:

Mapping Sustainable Revenue Sources
Presentation by:

Geoftrey Injeni

Faculty and Consultant, Accounting & Finance

Strathmore Business School
Wednesday, 26t February 2020

Uphold public interest



JIntroduction

JBasics of Pricing

JPricing for Sustainable
Revenues

JFactors to Consider




Introduction

[ CPAK

Uphold Public Interest

2 S
Strathmore
UNIVERSITY

& Safaricom

Twaweza

What do these organizations have in
common/



Introduction

J CPAK

Uphold Public Interest

The key objectives of appropriate pricing
strategies:
JdTo increase Revenues

JAIf able to control costs increase profits
and achieve a certain return on equity

and return on investment
(UMaintain and/or increase market share
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Generally, from your accounting studies,

pricing is supposed to cover the cost of

products and services and provide a

reasonable return.

T
la

he costs incurred are usually, material,

bor and production and non-production

overheads.



Basics of Pricing -

Manufacturing
QS 19-17 Absorption costing and product pricing LO &=

A manufacturer reports the following information on its product.

Direct materials cost
Direct labor cost
Variable overhead cost
Fixed overhead cost
Target markup

Compute the target selling price per unit under absorption costing.

$45.00 per
$11.50 per
$ 5.50 per

$ 1.50 per

05

Target selling price per unit r

unit
unit
unit
unit

X
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Basics of Pricing - Service
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Variable Expenses on a $200 same day room price

Room Attendant Pay (30 min x S24 per hour) $12.00
Variable Employee Benefits (512 x 25%) $3.00
Linen Cleaning - per room occ cost 52.25
Guest Supplies - per room occ cost $3.60
Paper Supplies - per room occ cost 50.50
Cleaning Supplies - per room occ cost $1.40
Travel Agent Commissions - used an OTA @ 18% 536.00
Credit Card Commissions 3% $6.00
Brand Fees 7% 514.00
Energy Costs (some) (room vs. building) (25% of $17) $4.25
Total Variable Cost 583.00
Incremental Profit $117.00
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Geographical

DSTV Kenya and South Afrcan Prices Comparison

Packages | Kemya  SouthAfrica | Difference
Kshs,| Rand  Ksh. Rand | Ksh, | Rand
Premium | 82001 1,059 54131 699 2,787 30
Compact | 32501 420 2470 319 780 101
Famiy | 1,890 WIHL T3 6

Acgss | 330 10 767 99 163 1L
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Promotional Pricing

BRONZE Plus SILVER Plus GOLD Plus DIAMOND Plus

Bandwidth 2 mbps 10 mbps 20 mbps 40 mbps
Mobile Data 2 GB 4 GB 4 GB 4 GB
Mobile X-net Minutes 100 200 200 200

Mobile SMS Unlimited* Unlimited® Unlimited* Unlimited*
Monthly Cost KES. 3,400 KES. 4,999 KES. 6,699 KES. 12,499

Home Contents (HC) High Risk Items-

( .
)
Pian Sum Insured Sum Insured Monthly Premium
Hero KES. 250,000 KES. 75,000 KES. 250
Pro KES. 500,000 KES. 150,000 KES. 475

Fortified KES. 1,000,000 KES. 300,000 KES. 1,350



Pricing Strategies -
Psychological Pricing
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T Commaodity Naivas lnskys | | C drrcfour
Daima Yoahurt (500mi) 100 108 100
' Delamere 120 120 120 120

| ‘v oghurt(500mi) |

" Superloaf Brea d|4om, 49 49 |48 48
Yeliow w York Egos (Tray) 375 383

| l:-':nya Egas{Tray 390 | 383




Pricing Strategies - Product
Bundle Pricing
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Pricing Strategies - Value
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Economy Pricing



Pricing Strategies - Premium
Pricing

b = 9' Villa Rosa Kempinski

= Westlands, Nairobi - Show on map - 2.7 km from centre

Superior King Room — &
1 bed (1 extra-large double)

nclud
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Fell

Superb

559 reviews

1 night, 2 adults

KES 20 240

s taxes and charges

Breakfast included




Factors to Consider - Macro

Environmental Factors




Factors to Consider -

Industry Factors




Factors to Consider -
Organizational Factors
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