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Abstract 

This paper presents the importance of the price-setting practices in the 
Bulgarian companies. According to the published research, the pricing, including 
that for the new products at their introduction into the market, is one of the most 
complex decisions in the company. When setting the price for a new product, the 
companies apply three price-setting practices: value-based pricing, competition-
based pricing, and cost-based pricing. Results of empirical study amongst Bul-
garian companies reveal that the most important price-setting factor for the tan-
gible products are the prices of competitors’ products, and for the services – the 
fit between price and product parameters. 
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1. Literature overview 

Pricing is one of the most complex operations in companies practice. In order 
to be successfully carried out, apart from analyzing all the primary information avail-
able, companies stick to certain pricing practices. The latter are a set of operations 
performed by the organization managers which lead to decisions being taken for a 
certain price.  Pricing practices arise in the context of an organizational process 
within which information is collected, shared and interpreted. And whereas price 
strategies and tactics are visible on the market in the form of changes in prices, using 
package prices, introducing various price level for products of one product line, etc., 
pricing practices remain hidden within the organization (Noble and Gruca, 1999). 
Some studies (e.g. Tzokas et al., 2000) call pricing practices pricing methods in order 
to refer to the operations companies perform to set prices. Insofar as pricing methods 
are interpreted as alternative and mutually exclusive operations, a number of more 
recent studies prefer the term pricing practices due to empirical evidence that com-
panies use simultaneously various types of information when taking a decision for 
the price (Ingenbleek et al., 2003). 

Monroe suggests a concept for the price decision which is presented in 
Figure 1 (Monroe, 2003). When setting the initial price interval, the maximum 
price depends on consumers’ perceptions of the value of the seller’s offer. Direct 
variable costs indicate the price minimum. A suitable price is found in the interval 
between the maximum and minimum price. The complexity increases if the com-
pany tries to select the final interval within which it can change the price. Compe-
tition may decrease the price maximum and the company objectives to cover part 
of the indirect costs as well as certain regulatory requirements may increase the 
price minimum. Monroe notes that after all these factors have been taken into 
consideration, the price interval becomes significantly narrower. Depending on 
the type of product and peculiarities of demand and competition the final price in-
terval may be too big or not exist (Monroe, 2003). 

From this perspective setting a suitable price for the new product may be 
considered as establishing the final price interval. It follows from here that pricing 
practices of the companies need to be targeted at collecting those pieces of in-
formation that assist them in establishing the price interval. As information ulti-
mately depends on the product and market peculiarities, then company pricing 
practices need to be related with these peculiarities. 
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Figure 1 

Monroe’s price-setting concept  
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This report focuses on three pricing practices which are respectively based 
on information on value for the consumer, on competitors and on costs. 

Pricing based on value for the consumer gives an answer to the question 
«What is the consumer’s perception of the company product value?» As T. Net-
seva-Porcehva notes, the value may obtain a quantitative dimension  through an 
evaluation of the amount of money which consumers are willing to pay for the 
benefits perceived which they would receive if they accepted the offer of the 
market (Netseva-Porcheva, 2011). 

Pricing based on competition gives an answer to the question «What price 
do competitors set for the benefits they offer? Considering competitors» prices in 
connection with their market positions allows assessing quantitatively the relative 
position of the company. For example, if the new product of the company pro-
vides fewer benefits compared to a competitor’s product, then with this pricing 
practice the price of the new product most probably would be lower than the 
competitor’s price. 

Cost-based pricing may lead to setting the price through setting the 
amount of variable and fixed costs related to development, production and 
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launching the new product on the market. This practice can answer the question: 
Which is the lowest possible price that the company can offer so that it is profit-
able? The information on fixed and variable costs is required so that the final 
price interval can be determined. Fixed costs can be determined only after a pre-
cise assessment of the expected volume of sales (Nagle and Holden, 1995). 

Ingenbleek et al. note that the effect of one or another pricing practice on 
the results of the new product is mediated by the product and market peculiarities 
(Ingenbleek et al., 2003). Scientists bring these peculiarities down to whether 
there is a relative advantage of the product and what is the intensity of competi-
tion. The relative advantage of the product refers to the relative advantage of the 
new product over competitors’ products (Atuahene-Gima, 1995). As many stud-
ies show (Evanschitzky et al, 2012), the advantage of a product is a factor that 
has a strong effect on the results of the new product. Competition intensity refers 
to the conditions of the market where the new product is introduced. Studies 
show that competition is among the main forces that limit the capacity of the 
company to make use of the value for consumers it creates (Achrol, 1991; Day 
and Montgomery, 1999; Homburg and Pflesser, 2000). 

 

 

2. Methodological aspects 

In order to improve market performance of the new product, pricing studies 
recommend using information for its value for the consumer [Anderson et al., 
2010; Monroe, 2003; Nagle and Hogan, 2006]. This recommendation is based on 
studies on price perception according to which consumers’ intentions for pur-
chase arise as a result of correspondence between product quality and price 
(Grewal et al., 1998; Zeithaml, 1988).  

Value-based pricing provides information to managers on how their con-
sumers arrive at this correspondence. Since correspondence may be different for 
the different market segments and purchasing conditions, this information allows 
managers to increase the likelihood that correspondence which customers arrive 
at leads to the product being purchased. This also includes the cases when con-
sumers perceive price as a signal of quality. Since consumers seek a balance 
between quality and price regardless of the market situation, a hypothesis may 
be formed for a positive effect of value-based pricing on the new product market 
performance. 

The bigger the advantage of the product is and the lower the price of the 
product is, the bigger is the correspondence between quality and price which 
consumers arrive at. For example, Tversky and Kahneman defend the view that 
since people are not inclined to lose, they are sensitive to low prices when taking 
a decision to purchase (Tversky and Kahneman, 1991).  
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Companies widely use this dependence and set prices which consumers 
perceive as profitable, as a good deal and which probably will stimulate product 
performance on the market. In this sense, competition-based pricing is appropri-
ate as it demonstrates the best prices of competitive offers which consumers 
may use as a benchmark. Companies may use the information collected for the 
purposes of competition-based pricing in order to set lower prices compared to 
those with which consumers compare which in turn increases the likelihood that 
consumers will purchase the new product. This reasoning is valid for stable mar-
kets where suppliers’ offers do not vary much in time. On such markets competi-
tors’ reference prices are not largely affected by state-of-affairs factors which are 
difficult for companies to track (Mazumdar et al., 2005). Competition-based pric-
ing is expected to stimulate product market performance if competition intensity 
is very low. Nevertheless, on many markets information on competitors’ prices 
gets outdated too quickly so as to be used by consumers as a reasonable 
benchmark (Mazumdar et al., 2005; Rajendran and Tellis, 1994). On such mar-
kets cost-based pricing is a better practice for companies since it helps the com-
pany to choose how low its price may get. Therefore, the assumption may be 
made that in the conditions of a bigger advantage of the product and lower inten-
sity of competition, competition-based pricing leads to a better market perform-
ance of the new product; respectively in the conditions of a bigger advantage of 
the product and higher intensity of competition, cost-based pricing leads to a bet-
ter market performance of the new product. 

 

 

3. Results obtained 

At the end of 2016 an empirical study was conducted among 304 manag-
ers of companies which operate on the territory of Bulgaria and are active in de-
veloping new products (they have at least 2 new products over the last 2 years 
before the study). A main method for data collection is the structured personal in-
terview. 

In order to study pricing practices following the approach of Ingenbleek et 
al. (Ingenbleek et al., 2013), the following empirical indicators have been used 
(Table 1). The participating managers were asked the question «What is the 
main thing that has been taken into account when setting the price of the latest 
new product launched on the market by your company (up to three answers)?» 
Interviewees’ answers are provided in Table 2. 
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Table 1 

Empirical indicators for pricing practices study  

Pricing practice Empirical indicators 

1. Advantages of the new product for consumers  

2. Correspondence between product price and 
parameters  

3. Advantages of the new product compared to 
competitive products  

Pricing based on value for 
the consumer 

4. Value of the product perceived by the consumer  

Competition-based pricing 5. Competitive products prices 

Cost-based pricing 6. Costs for the new product 

 

 

Table 2 

Distribution of the answers for the pricing factors applied  

Pricing factors 

What is the main thing that has been taken 
into account when setting the price of the lat-
est new product launched on the market by 
your company (up to three answers)? (%) 

5. Competitive products prices 57,6 

6. Costs for the new product 51,6 

2. Correspondence between 
product price and parameters  

49,7 

3. Advantages of the new prod-
uct compared to competitive 
products  

31,3 

1. Advantages of the new prod-
uct for consumers  

28,9 

4. Value of the product per-
ceived by the consumer  

26,6 

Other  1,6 

 

 

These results show that competition-based pricing is the predominant pric-
ing practice applied in more than half of the Bulgarian companies studied. Cost-
based pricing is second in terms of importance. Our expectations for the strong-
est spread of pricing based on value for the consumer are not met. The reasons 
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for these results need to be studied further but certainly the greater complexity 
when applying value-based pricing matters. 

Interesting is the difference between tangible and intangible products (ser-
vices) regarding the main pricing factor (Table 3). As for tangible products, the 
order of pricing factors follows the one that is typical of the whole sample where 
the importance of competition-based pricing and cost-based pricing is even 
greater. As for services, the product price and parameters correspondence is the 
most widespread pricing factor, although a bit more than the others. 

 

 

Table 3 

Distribution of the answers for the pricing factors applied  
for tangible products and services  

What is the main thing that has been taken 
into account when setting the price of the lat-
est new product launched on the market by 
your company (up to three answers)? (%) 

Pricing factors 

A new tangible 
product 

A new intangible product 
(a new service) 

5. Competitive products prices 63,6 49,2 

6. Costs for the new product 59,5 40,8 

2. Correspondence between 
product price and parameters  

49,7 50,0 

3. Advantages of the new prod-
uct compared to competitive 
products  

30,1 33,1 

1. Advantages of the new prod-
uct for consumers  

23,1 36,9 

4. Value of the product per-
ceived by the consumer  

24,3 29,2 

Other  2,3 0,8 

 

 

 



 K r a s i m i r  M a r i n o v  

Price-setting practices for new product introductions:  
Evidence from Bulgaria 

 

414 

 

References 

1. Achrol, R. S. (1991). Evolution of the marketing organization: New forms for 
turbulent environments. Journal of Marketing 55 (October): 77–93. 

2. Anderson, J. C., M. Wouters, and W. van Rossum. (2010). Why the highest 
price isn’t the best price. MIT Sloan Management Review 51 (2): 69–76. 

3. Atuahene-Gima, K. (1995). An exploratory analysis of the impact of market 
orientation on new product performance – a contingency approach. Journal 
of Product Innovation Management 12: 275–93. 

4. Day, George S. , David B. Montgomery (1999). Charting New Directions for 
Marketing. Journal of Marketing, 63 (Special Issue), 3–13.  

5. Evanschitzky, Heiner , Martin Eisend, Roger J. Calantone, and Yuanyuan Ji-
ang (2012). Success Factors of Product Innovation: An Updated Meta-
Analysis, Journal of Product Innovation Management, 29(S1): 21–37.  

6. Grewal, D., K. B. Monroe, and R. Krishnan (1998). The effects of price com-
parison advertising on buyers’ perception of acquisition value, transaction 
value, and behavioral intentions. Journal of Marketing 62 (April): 46–59. 

7. Homburg, C., and C. Pflesser (2000). A multiple-layer model of marketori-
ented organizational culture: Measurement issues and performance out-
comes. Journal of Marketing Research 37 (November): 449–62. 

8. Ingenbleek, Paul T. M., Ruud T. Frambach, and Theo M. M. Verhallen 
(2013). Best Practices for New Product Pricing: Impact on Market Perform-
ance and Price Level under Different Conditions. Journal of Product Innova-
tion Management. 

9. Ingenbleek, P., M. Debruyne, R. T. Frambach, T. M. M. Verhallen (2003). 
Successful new product pricing practices: A contingency approach. Market-
ing Letters 14 (4): 289–305. 

10. Mazumdar, T., S. P. Raj, I. Sinha (2005). Reference price research: Review 
and propositions. Journal of Marketing 69 (October): 84–102. 

11. Monroe, K. B. (2003). Pricing: Making profitable decisions. New York: 
McGraw-Hill. 

12. Nagle, T. T., J. E. Hogan (2006). The strategy and tactics of pricing: A guide 
to profitable decision making. Englewood Cliffs, NJ: Prentice Hall. 

13. Nagle, T. R. Holden. (1995). The Strategy and Tactics of Pricing: A Guide to 
Profitable Decision Making. Englewood Cliffs, NJ: Prentice Hall. 

14. Netseva-Porcheva, T. (2011). Value-based pricing – A success factor in the 
competitive struggle, Marketing, Jan 2011, pp. 227–236. 



J o u r n a l  o f  E u r o p e a n  E c o n o m y  

Vol. 16. № 4 (63). October–December 2017 
ISSN 2519-4070 

415 

15. Noble, P. M., and T. S. Gruca (1999). Industrial pricing: Theory and manage-
rial practice. Marketing Science 18 (3): 435–54. 

16. Rajendran, K. N., and G. J. Tellis (1994). Contextual and temporal compo-
nents of reference price. Journal of Marketing 58 (January): 22–34. 

17. Tversky, A., and D. Kahneman (1991). Loss aversion and riskless choice: A 
reference-dependent model. The Quarterly Journal of Economics, (Novem-
ber): 1039–61. 

18. Tzokas, Nikolaos, Susan Hart, Paraskevas Argouslidis, and Michael Saren 
(2000). «Industrial Export Pricing Practices in the United Kingdom,» Indus-
trial Marketing Management, 29, 191–204. 

19. Zeithaml, V. A. (1988). Consumer perceptions of price, quality and value: A 
means-end model and synthesis of evidence. Journal of Marketing 52 (July): 
2–22. 

 

The article was received on October 17, 2017. 

 


