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ABSTRACT

This study established the relationship between pricing strategies and
business growth in selected soft drink companies in selected districts of
central Uganda. The study was guided by five objectives, (i) profile of
respondents (ii) degree of pricing strategies (iii)) level of business
- growth and (iv) whether there was significant difference in the level of
pricing strategies and business growth and (v)significant relationship
between pricing and business growth. A survey design was used
specifically descriptive correlation and descriptive comparative. The
study had a target population of 435 respondents from which a sample
size of 208 respondents from which Data were collected using self
administered questionnaires as the key data collection instruments.
The findings revealed that there were high degree of pricing strategies,
high level of business growth, no significant difference between pricing
strategies and business growth and no significant relationship between
pricing strategies and business growth was established, accepting the
Null hypothesis. Conclusions were made regarding various research
objectives (i) on profile of respondents, majority were of age group 20-
39 (61%), Gender (67%) male and (33%) female, (84%) of
respondents were married, (80%) of respondents had university
degrees, and 61% of respondents had working experience of above 8
years. (ii) Very satisfactory pricing strategies were used according to
respondents (mean= 3.70) (iii) High level of Business growth was
established (mean 3.67),(iv) no significance difference(F= 0.637, sig.
= 0.811), (v) no significant relationship between pricing and growth
was established (r= 0.280, sig. = 0.033)and regression indicated by a
high Adjusted R? of 0.048 was established. recommendations based on
the findings were that, soft drink companies should; (i) develop
marketing plans, (ii) improve branding, (iii)develop proper packaging
(ix) improve marketing communications (v) segment and target
markets (vi) improve on their distribution strategy, (vii) improve
product strategy management, (viii) innovativeness and creativity be
improved (ix) carry out marketing research (x) improve on completive
intelligence (xi) develop quality products and services (xii) and
establish good relationships with customers. Areas of further research
were suggested as impact of new marketing communications
technologies (ICTS) on communication effectiveness, further research
on branding and business growth was also suggested.
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CHAPTER ONE
THE PROBLEM AND ITS SCOPE

Background of the study

At the core of the beverage industry is the carbonated soft drink
category. The dominant players in this area are (coca-cola and Pepsi
cola) who own virtually all of the markets most widely distributed and
best known brands. They dominate the world markets as well. As with
many mature retail industries, the beverage giants have a problem-
growth in sa'les of their flagship carbonated products are at a near
standstill in key world markets like in U.S.A market, with 1%growth or
less. To remedy that, these companies are rapidly expanding both
globally as they enter and promote new markets for existing products
and as they add new products in all categories. The prototype of all
branding and marketing struggles, the “cola wars” keep expanding.
The Pepsi and cola keep rolling out big guns: dueling popstars, new
branded products like “vanilla coke” and “Pépsi blue”. They are fighting
on TV, in fast food restaurants, supermarkets and are also dueling in
schools. One of the biggest pushes in the last recent years has been
convincing school districts universities and other institutions to go all
coke or all Pepsi, in return for a (small) cut of the gross sales. Markets
in Eastern Europe, china, India, and Mexico among others are
expanding fast, and both coke and Pepsi are finding local partners
(bottlers) in fhese countries to keep expanding in their reach (Hisrich,
2010).

During the 1960's and 70’s coke and Pepsi concentrated on a
differentiation and advertising strategy. The “Pepsi challenge” in 1974




was a prime example of this strategy where blind taste tests were
hosted by Pepsi in order in order to differentiate itself as a better
tasting produ'ct. however during the early 1990s bottlers of coke and
Pepsi employed low priced strategies in the super market channel in
order in order to compete with store brands, coke was more successful
than Pepsi in international business due to its early lead as Pepsi Pepsi
had failed to concentrate on its international business after the world
war and prior to the 70s.pepsi however later sought to correct this
mistake by enter emerging markets where it was not at competitive
disadvantage with coke as it failed to make any way in the European
market (Allen, 2008).

In 1987, Uganda liberalized economy which led to the liberalization
of the manufacturing sector in line with macroeconomic adjustment
and structural reform with support from international monetary fund
(IMF) and the World Bank (Mullins, 2000).

- According to Ogong, (2011) the liberalization of manufacturing
industry has revitalized Uganda’s manufacturing industry since Century
bottling Company Ltd (Coca-Cola) Crown Beverages Ltd (Pepsi-Cola),
Highl_and natural mineral water, Victoria Beverages Ltd, Blue Wave
Beverages Ltd, House of Eden (U) Ltd, Hema Beverages Ltd, Delight
(U) Ltd, Saturn Limited have all entered the Ugandan Market
Increésing Competitive way. The intensified competition has led to an
unsustainable price war which was accelerated competitive rivalry n
the domestic market. However with market penetration still below the
African average, hundreds of millions US dollars are being invested in
new manufacturing industry.

'Accord'ing to Teneja, (2011) a critical analysis of Uganda’s
liberavlized soft drink industry shows heightened competition among the




players mainly take form of prilce wars, this has caused the Uganda
Manufacturers Association (UMA) the regulator of the industry to
counter anti-competitive and price predatory practices in the industry
by Soft drink companies charging prices that do not reflect the cost at
which they deliver their services. This however attracted mixed
reactions from the different players with in the soft drink industry.
Currently the market looks quite unpredictable as most of the players
are earn inconsistent profits from the services yet spending more to
maintain ’chéir companies, pay staff and taxes amidst the rising cost of
the dollar, transport and energy costs. Uganda Soft drink industry is
not looking any predictable companies are making a lot of changes in
management and marketing strategies they use in the market as major
companies try to keep down the cost of operation. Century bottling
company Ltd (Coca-cola) is not seeing good times, either, the glory
days whic'h' the company experienced in the first few months are now
in thé past. There is always an unending retrenchment of workers in
Century bottling company citing poor performance which is an indicator
that the company is not doing well, such is equally being experienced

by other industry players.

Statement of the problem

The battle to win over customers through the use of attractive
pricing strategies by the soft drink companies in Uganda is getting
harder every day, and one would wonder which of the companies will
bow down to the weight of this challenge Ogong, (2011). Price wars in
the soft drink industry are getting fierce as days go by, currently
Uganda has nearly over twenty soft drink and water companies. The
price ‘wars in the industry have been caused largely by liberalization of
the soft drink industry which has seen the flooding of the Ugandan




market with so many players with different strategies and tactics of
doing business which has increased stiff or unhealthy price wars in the
sector, this unhealthy price wars are indicated by the latest moves by
the Uganda Manufacturers Association (UMA) the regulator of the
industry to come up with proposals of a price floor to end anti-
competitive and price predatory practices in the industry by soft drink
and water’companies charging prices that do not reflect the cost at
which they deliver their services. The UMA argues that such cheap
prices have _resulted into significant loss of government revenue,
incomes to the soft drink companies as well as distributors of the
products, low GDP, loss of jobs due to reduced earnings, deterioration
of quality of soft drink and water products such as low quality of
packaged water, and substandard related products, bad reputation to
the players in the industry and various ways including failure to
conduct business and therefore need to be controlled. This tag of war,
over Awhohas the best profile is bound to create another argument-
that berhaps soft drink companies can affbrd to lower their prices and

- still be able to stay in business.

It is on the basis of the above that the researcher chose to
study pricing and business growth in the selected soft drink and water
companies in central Uganda, since price wars seem to be new in the
sector and little or no research perhaps could have been taken on the
cost of persisfent soft drink industry price wars or the brunt of ruthless
price war that the government and companies are bearing that was
sparkéd off by liberalization of the economy.




Purposes of the study

This study explored the various dimensions of pricing strategies,
growth of soft drink industry, the cause and effect relationship of the
two variables, test hypotheses of significant difference and no
significant relationship between pricing and growth of soft drink
industry, to bridge the gaps of previsions studies and validate existing
information based on the theory which the study adopted.

Reséarch objectives

- General; This study established the relationship between pricing
strategies‘ and business growth in selected soft drink companies in
selected districts in central Uganda.

Specific; This study achieved the following objectives

1. To determine the profile of respondents in terms of age,
gehder, highest education qualification, working experience
and Employment Company.

2. To determine the level of pricing [demand-based, cost-
based, profit-based, and competition-based and other pricing
objectives] of selected soft drink companies ih selected
districts in central Uganda.

3. To determine the level of growth in terms of sales, market
share, profits, quality products, consumer satisfaction, owner
éatisfaction and employee satisfaction] of soft drink
companies in selected districts in central Uganda.

4. To establish whether there was significant difference in the
level of pricing and business growth among selected soft
drink companies in selected districts central Uganda.




5.

To establish the relationship between pricing and business
growth in selected soft drink companies in selected districts
in central Uganda.

Research questions

1.

What was the profile of respondents in terms of age, gender,
rank, education levels, business from, business sector and
number of years in business?

What was the level of pricing [demand-based, cost-based,
profit-based, competition based and other pricing objectives]
in selected soft drink companies in selected districts in

central Uganda?

. What was the level of business growth in terms of [sales,

market share, profits, customer satisfaction, owner
satisfaction, quality products and owners satisfaction] in
selected soft drink companies in selected districts in central
Uganda?

Was there significant difference in the level of pricing and
buéiness growth in selected soft drink companies in selected

districts in central Uganda?

. Was there a significant relationship between pricing and

business growth in selected soft drink companies in selected

districts in central Uganda?

Null hypothesis

1) There was no significant difference between the level of
pricing (demand-based, cost-based, profit-based and
. competition based strategies) in selected soft drink

companies in selected districts in central Uganda.




2) There was no significant relationship between pricing and
business growth in terms of sales, market share, profits,
quality  products, customer satisfaction, employee

satisfaction and owner’s satisfaction.

Scope
Geographical Scope

. The proposed study was carried out in selected districts of
Uganda consisting of Kampala, Masaka, Wakiso, Mukono, Mpigi,
Mubende, in Uganda and others making in central Uganda.

Theoretical scope
The study was based on Drucker’s (1920) Three Sigma’s Theory

of business,  which  states that fundamental pricing
decisions/assumptions made about society, markets and products are
key for business growth.
Content scope |

| The study focused on how pricing strategies (demand-based,
- cost-based, profit-based and competition based) affects growth of
selectéd soft drink companies in selected districts in central Uganda.
The respondents in the research were the employees in the selected
soft drink companies in selected districts in central Uganda who were

proportionately represented.

Time scopeA

The study was carried out between June to august 2012 and
considered the operations of selected soft drink companies between
2009-2012.




Significance of the study

The findings of the study will be used by government agencies
such as Uganda Manufacturers Association (UMA), Uganda National
Bureau of Statistics (UNBS), and Uganda Revenue Authority (URA) to
evaluate the role of pricing on business growth as they come up with
policies aﬁ‘e'cting soft drink firms in central Uganda.

The study findings will help policy makers in different soft drink
firms. (crown beverages, century bottling company, high land natural
mineral water, and wavah water) to come up with informed decisions

concerning pricing and growth of soft drink industry in central Uganda.

| The study findings will be used as reference for future

researchers in the study or related studies having contributed to

operational definition of concepts, literature and methodology for such
future studies.

The study findings will be used by future investors both local

and international who hope to invest in the soft drink industry to enter

the industry with enough information on which business strategies to

use. -




Operatioﬁai Definitions of Key Terms .
For the purpose of this study, the following terms were operationally
 defined. }

~Pricing strategy refers to methods companies use to price
their products and services. Conceptualized in this study as demand-
based, cost—based, profit based and competition based.

Demand —based pricing strategy is one which emphasizes
customers response to a price over other considerations conceptualized
as skimming, penetration, prestige, price lining’ odd-even bundle
pricing and demand backward pricing.

~ Cost-based pricing strategy is one which emphasizes the
marketers costs over other pricing considerations conceptualized as
markAup pricing, cost-plus and experience curve pricing.

| Profit-based is when prices are set to meet/reach certain profit
- targets. Conceptualized in this study as target profit, target return
pricmg strategy and experience curve pricing.

- Competition based strategy is one on which the price
charged is based on what others charge, setting a price that equals to
higher than or lower than rivals. Conceptualized as customary,
promotional, every day low, competitive bidding and negotiated pricing
in this study. |

Pricing objectives are descriptive of what a company wants

to achieve through pricing its products or services.

Business growth is the attainment of something desired,
attempted or planned such as mission, vision, goals and objectives by
the business. Conceptualized as sales, market share, quality products,
customer satisfaction owners’ satisfaction, and employee satisfaction.




Sales volume is the quantity or number of goods sold or

services sold in a specified period.

~ Profits refer to the positive gain from an investment or
business operation after subtracting for all expenses opposite of loss.

Customer satisfaction is a measure of how produce and
service supplied by a company meet as sourpuss customer

expeétation.

Employee satisfaction is the terminology used to describe
whether employees are happy and contented and fulfilling their desires

and needs at work.

Sustainable growth in business sustainable growth is the
realistically attainable growth that accompany could maintain without
running into problems
It is the maximum growth rate that a firm can sustain without having

to increase financial leverage.

- Strong reputation refers to the position one occupies or the
standing that one has in the opinion of others, in aspect to

attainments, integrity and the like.

A quality product refers to the perception of the degree to
which the products or service meets the customer’s expectations.
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" Profile refers to the characteristics of the respondents in terms
of age, gender, employee designation rank, position in the
organization, level of income and highest education qualification.

Price refers to the value that will purchase a definite quantity,
Weight or other measure of a good or service.
Price wars refers to amount situation in which (usually two)
powerful competitors try to undo each others market share by
progressiveness reducing prices until one of them retreats, at least

temporarily.

- Competition refers to the rivalry in business for customers or
markets.

Business failure is inability to achieve the intended, expected
or desired out come by the business.

Level of Growth refers to any firm whose business generates
significant positive cash flows or earnings, which increase at
significantly faster rates than the overall economy. A growth company
tends to héve very profitable reinvestment opportunities for its own
retained earnings.

" Level of Price refers to the average of current prices across
the entire .spectrum of goods and services produced in the economy. In
a more general sense, price level refers to any static picture of the
price of a given good, service or tradable security. Price levels may be
given in small ranges, such as with securities prices or presented as a

discrete value.
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CHAPTER TWO
REVIEW OF RELATED LITERATURE

- Concepts, Opinions, Ideas From Authors/Experts

Pricihg Strategy

According to Etzel (2001) pricing strategy refers to the various
methods companies use to charge their products and services.
In this study, pricing strategy is conceptualized to be referring to
Demand-based pricing, cost-based pricing, profit-based pricing and
competition based pricing.

. Demand — based pricing is when you place more emphasizes
on the influence of customer needs and interest than on the influence
of costs, profits or competition. Among the demand — based strategies
are skimming pricing, penetratidn pricing, prestige pricing, price lining,
odd-even pricing, bundle pricing and demand backward pricing (Lamb,
2004).

Skimming pricing is a pricing strategy in which a new product
is initially priced high to attract customers who are willing to pay for
unique benefits and high quality. You “skim the cream” from your
target moment when you use this strategy, appealing first to early
adopters who are willing to pay more for an innovative product that
has a few, if any substitutes, over time you can reduce your price to
attraci: successive customer segments that are somewhat more price
sensitive from the start you are able to generate high sales revenues
finance ad'ditional moments expansion (William, 1999).

12




Penetration pricing is a pricing strategy in which a new
product is given a low initial price to attract many customers quickly
while discouraging competitors. This is the opposite of skimming rather
than pricing high initially, you price low to penetrate the market and
move‘. rapidly from the introduction to the grown stage of the product
life cycle. This strategy builds sales momentum and reduces unit costs
SO ydu can gain market share and reduces unit costs so you can gain
- market share and reach break even in short order. It also attracts
customers .who are price sensitive, which is good for products with
highly elastic demand. It also gives competitors second thought about
entering the market due to low prices and prospects for low profit
(Cateora, 2002).

Prestige pricing is the strategy of setting a higher price than
competitors to attract customers who are willing to pay more for a
produtt that is higher in quality or straws. It's particularly effective
when' customers associate high quality with high price (Mc Cathy,
1993). |

- Pricing lining is a pricing strategy ‘in which you set a separate,

specific price for each product in your line. You want customers to link

| each product’s value its selling price and to recognize the relative

differencesA among products in the line. In addition, the highest and

lowest prices in your product line should reinforce the perceptions you

want customers to have of your products and brand overall (Churchill,
2004).

Odd-even pricing is a strategy in which prices end in a certain
digit, »retailers in particular attempt to influence customer perceptions
by means of odd-even pricing. Prices end in odd numbers and not
round numbers. For example $ 39.99 and not $ 40.00. The rationale

13




behind this is that people tend to examine prices from left to right.
Thus a unit priced $ 39.99 seems a bargain compared with one costing
$ 40.00. (Kottler et al, 2006).

Buddle pricing; this is a strategy of setting one price for a
package (bundle) of two, three, or move products. The bundle you
offer- and the price you set- will reflect the value customers time as
customers perceptions change and competitors enter and leave the
market, you should be ready to respond by changing your bundle
products and pricing (Wickels et al, 1997). |

Demand backward pricing is when a price that will create a
desired level of demand is determined first, the product is then
~ developed and interested to fit that price. With this approach, all the
activities connected with production, value- chain management, and
marketing are tailored to fit the price that has been set. Thus you
watch your costs, select raw-materials, and components, examine the
margins required by resellers, and do everything else necessary to
keep the price at the point where it will generate the expected demand
(Solomon Etal, 3003)

Cost ~ based pricing this pricing strategy that emphasizes the
markets costs over other pricing considerations. There are three cost —
based pricing strategies which include mark-up pricing, cost plus
pricing, and experience curve pricing (Etzel 2001).

., Mafk-up pricing, is a strategy. in which resellers in the
marketing channel set prices by adding a standard, pre determined
percentage to the cost of each product. The percentage to be added
known as a markup is intended to cover costs and return a profit
(Lammio 2001).

Cost- plus pricing is a strategy in which a marketer adds a
certain amount or percentage to cost to arrive at the products selling

14




price.j Many business to business marketers and professional firms to
business marketers and professional firms select this pricing strategy
which is similar to make up pricing by retailers and other channel
partners. To implement cost plus pricing you add either a fixed dollar
amount or percentage to your total costs. In this way, you price covers
your costs and yields a profit (Kenner, 1983).

Experience curve pricing is a strategy of selecting a low price
to maximize sales while keeping total costs down made possible as a
marketer gains technical proficiency in making a product (Evans et al,
2002). |

Profit based pricing strategy is a strategy of establishing a
dollar amount as percentage of revenue you want to achieve through
pricing and then you set prices to reach such targets. Two types of
profit based pricing are target profit pricing and target return pricing
(Mc Cathy, 2002).

Target return pricing strategy is where prices are set to reach
a specific measure of profit, such as returns on sales return on
investment or return on assets (Craw ford, 2000).

Target- profit pricing with this, you establish the specific
amount of profit to be achieved through pricing. The target may be a
percentage of a unit or total for a period (Barns, 1999).

Competition based pricing; this is where a price is based on
what others change, setting prices that is equal to, higher than or
lower- than that of rivals. At times prices are set by bidding against
competitors. Competition- based pricing covers a range of strategies
including customary pricing, promotional pricing, everyday low pricing,
competitive bidding and negotiated pricing (John, 1996).

| Competition pricing strategies fs when prices are based on
what others charge; setting a price that is equal to, higher than or

15




lower than that of rivals. At times prices are set bidding against
competitors. Competition based pricing strategies include customary
pricing, promotional pricing, everyday low pricing, competitive bidding
and negotiated pricing (Mc Cathy, 2002).

. Customary pricing is pricing a product according t a
traditional or standardized price. It assumes customers woh’t accept
any price other than the one they are accustomed to. Promotional
pricing is a strategy of temporérily setting and communicating lower
prices on .selected products. Loss-leader pricing is a strategy of pricing
selected products well below what competitors ordinarily charge to
attract customers. Everyday low pricing is a strategy that calls for
setting prices that are constituently low. This is done to avoid the
seesaw of raising and lowering prices that characterizes promotional
pricing strategies. Competitive bidding and negotiated pricing. The
competitive bidding statutory is used by government and business
buyers to .induce suppliers to try to outdo each other on price.
Negotiated pricing is a system in which marketer and customer discuss
and agree on price (John, 1996).

Business Growth

Delighton (2002) refers to business growth as the achievements
of something desired, planned or attempted such as a mission, vision,
goals' and objectives by the business. In this study business growth
refers to dimensions such as profits, sales, quality products, market
share, customer satisfaction, employee satisfaction, strong reputation,
sustained growth and owner’s satisfaction.

A sale is the total dollar amount collected for goods and
services provided. Sales are the lifeblood of a business. It's what helps

you pay employees, cover operating expenses, buy more inventory,

16




market new products, and attract investors. Sales can be tracked
through sales forecasting is a business runs more efficiently, saving
money on excess inventory, increasing profit and serving customers
better (Allen,-2008).

Profit is the difference that arises when a firm’s sales revenue
exceeds the total costs. This can be shown in equation revenue. Total
cost = profit. There are different types of profits, profits are important
because they provide a measure of growth of a business, they help in
expanding business, management to attract fluids from investors,
payments{to owners of business and reinvestment in business (Belch,
1998).

Product quality is “fithess for purpose” or a quality product is
one that meets the needs and requirements of its customer. Customer
quality standards involve creating customer satisfaction, exceeding
consumer expectations, and delighting the consumer. It can be done
through quality assurance and quality management. Good quality helps
determine a firm’s success in a number of ways such as customer
loyalty, strong brand reputation, retailers stock the product, perceived
value, fewer returns and replacements, reduced losses and attracting
and retaining staff (Lamb, 2005).

- Market share is a percentage of a market accounted for by a
specific entity. Increasing market share is one of the most important
objecﬁves of business. It's used to measuré business performance and
a key indicator of market competitiveness by indicating how well a firm
is doihg against its competitors. It helps fore cast a company’s future
prospects. If a company’s market share is increasing, this indicates the
company’s resources are growing at a rate faster than the industry
average (Kurtz, 1998).
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Strong Business reputation is an accumulation  of
perceptions and opinions about an organization that:i reside in
consciousness of its stakeholders. Reputation is a critical intangible
| asset. It is an indicator of past performance and future prospects. It is
the singleAmost valuable asset of most business’s future value by
influencing stakeholders’ behavior and future earnings potential and
prospects. The greatest benefit of a good reputation is the better of
good will it provides, which can enable a business to instant future
shocks. This “reputation capital” or equity” underpins stakeholder trust
and confidence is due business (Evans et al, 2002).

Customer satisfaction is a measure of how products and
services supplied by a company meet or surpass Customer expectation.
It is the number of customers, or a percentage of total customers,
whose reported experience with a firm, 'its products, or its services
(ratings) exceed specified satisfaction goals. Customer satisfaction is a
key performance indicator within business and is often a balanced
scorecards,; businesses strategy, and key differentiator in businesses
that tompare for customers. Customer satisfaction provides leading
indicators of consumer purchase intentions, market perceptions and
loyalty. These metrics determine business success (Mullins, 2000).

Employee satisfaction: is a worker's sense of achievement
and success Qenerally perceived to be linked directly to productivity as
well as to personal well being business success is also measured by the
satisfaction of the business employees, it is in putting premiums on its
staff, a company inspire excellence and decreases staff remover and
increases profits. It is important for business managers and 4owners to
implement faster employees’ satisfaction in a business as this is a key
feature in building the success of a business. Although it takes time
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and a lot of patience, never the less, investing in systems will result in
your employees contributing more to their business staff satisfaction
improves relationship with employers and fosters camaraderie between
co- employees and helps build enthusiastic, energized, and determined
workforce employees company management must be ready to fulfill its
obligations to its staff. Employee management skills are needed to
fulfill. is énd-management can measure staff satisfaction through
employee satisfaction survey (Weltz, 2000).

| ~Sustained growth is the realistically attainable growth that a
company could maintain without running into problems. A business
that grows too quickly may find it difficult to fund the growth. A
business that grows too slowly or not at all may stagnant. Funding the
optimum gro-wth rate is the goal. A sustainable growth rate is the
maximum growth rate that a company can sustain without having to
increase financial beverage. In essence, finding a company’s
sustainable growth rate answers the question. How much can this
Company grow before it must borrow money? To calculate this
comp‘ény must know how profitability it is based on a measure of its
return on-equity (ROE) sustainable growth is important for planning
healthy corporate growth, accessing credit, and measuring business
- success (Truit, 2002).

Demand —based pricing strategies and business Growth.

The demand —based pricing strategies the study will deals with
include skimming pricing, penetration pricing, prestige, pricing, price
limning, odd-even pricing, bundle pricing and demand backward

pricing.
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Skimming pricing and Business Growth

: Skinﬁming pricing helps in introduction of new products when
products are initially priced high to attract customers who are willing to
pay for unique benefits and high quality. It helps the company to “skim
the cream” from its target market. Overtime prices can be reduced to
attract successive segments. Price skimming encourages and promotes
innovations and invention of new products and services as it helps in
recovering of initial costs hence leading to increased sales, profits and
growth which may result in business growth (Thomice, 2003).

Penetration pricing and business Growth

Penetration pricing helps to attract many customers quickly
~ while discouraging competitors. It builds sales momentum and reduces
costs so as to gain market share and break even in short order. It
attraéts customers who are price sensitive, good for products with high
elastic demand and low prices give competitors second thought
entering the markets. This is turn leader to business growth as
customers are attracted by low prices (Drummond, 2002).

Prestige pricing and business Growth

Prestige pricing involves charging high prices to attract
customers who are willing to pay for quality or status class. Prestige
pricing helps in segmenting the market on the basis of pricing. It helps
in satisfying customers who associate price with high quality, who seek
~ recognition and value through the price, may pay. The strategy helps
in satisfying the half. Better of a company who are a reliable source of
income? This increases market share, sales volume and profits which

can lead to business growth (Juran, 2002).
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Price lining and business Growth

Prige lining involves setting a separate, specific price for each
product in your line. Price lining breads organizational success as
attracts customers to buy products at different prices which are
charged, this increases sales, and profits of the organization which
contribute to success (Iarnham, 2005).

Odd- even pricing and business Growth

Odd-even pricing encourages customers who are price sensitive
to buy products; customers tend to examine the numbers from left to
right. This encourages many to use products knowing that they are
cheap and results in high sales volume which leads to increased
business profits and sustained growth (Lamb, 2004).

Bundle pricing and business Growth

| Bundle pricing helps in ,attracting' customers who are much
- interested in quantity. Products that are bought in bundles stimulate
customers -to buy more this leads to high sales volume from large
numbers which subsequently leads to high profits, market share,
sustained growth and business growth (Kotler, 1999).

Demand — Backward pricing and business Growth

Demahd- backward pricing helps business to operate within
desired costs as costs are established first and prices that will create a
desired market response set. This strategy is customer centered as
prices set are affordable to customers. This increases demand for
organizational products which leads to increased sales and proﬁts and
subsequently growth (William, 1999).
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Cost-based Pricing and Business Growth

The types of cost — based pricing are mark-up pricing, cost plus
pricing and expansion curve pricing.
Cost-plus pricing is effective strategy for dealing business- to- business
customers and professional firms. It attracts channel partners to carry
your 'products to the final consumers. This helps in making products
available to customers in the right places which increase sales and
profits to the business (Hisrich, 2010).

Target- Profit Pricing and Business Growth

Target- profit pricing strategy guarantees profits to the business
through prices set, the profits realized motivate the business owners,
help in pay Workers, fund reinvestment which leads to business growth
(Hughes, 2007).

Target- returns Pricing and Business Growth

Target-return pricing strategy is effective in meeting business
targefs such as return on sales, return on investment or return on
assets.
This Zhelps to meet business goals and bbjectives, provides owners
satisfaction and keep business running, this leads to business growth
(William, 1999).

Competition — based Pricing and Business Growth

The competition — based pricing strategies the study will deal
with are customary pricing, promotional pricing, everyday iow pricing
and competiti've bidding negotiated pricing strategy (Zikumand, 1997).
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Customary Pricing and Business Growth

- Pricing a product at a customary or standardized price fosters
quick product acceptance since the market is used to the price and
also discourage price wars from rivals or competitors. This helps in
survival in the market place for the business since there is limited price
competition (Zikumand, 1997).

Promotion‘ai Pricing and Businesses Growth

. Promotional pricing is helpful in countering competitive
pressures, draw new customers, enter new markets, break into new
customers segments, or open a new location. This helps in generating
maximum sales volume from selling too many customers which results
~into high _proﬁt levels for the business, growth and business growth
(Solomon, 2003).

Everyday Low Pricing and Business Growth

Everyday low pricing is good as it avoids the seesaw of raising
and lowering, prices that characterizes promotional pricing strategies,
helps material products seem relatively high and your products
relatively low all the time, this helps strengthen relationships with
customers who want to feel they’re paying a reasonable prrce every
time they buy (William, 2002).

Competitive Bidding and Negotiated Pricing and Businesses
Growth

Competitive bidding is helpful in helping an organization get raw
matetials from suppliers at reasonable prices since suppliers try to
outdo each other on price to win tender rule helps to reduce costs to

the business which leads to business growth (Evans, 1993).
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Theoretical Perspective

~ In the study, the researcher viewed business growth as special
case, and hence made use of various business growth theories, which
asserts that there are factors (referred to as pricing strategies in this
' study) influence business growth (Drucker, 1920) several studies have
examined the causes of high and low business growth from this
theoretical orientation or perspective such as (Drucker, 1920). The
very theory adopted in the study was Drucker (1920) three sigma’s
theory of business which states that fundamental pricing
decisions/assumptions made about society, markets and products are
key for business growth. Since the future is uncertain and the social
environment is constantly changing every business and organization
should periodically examine their fundamental assumption or decisions
to see if they continue to reflect the current realities they face and if
not how should they be changed, if this is done it will result in
increased sales and profits, market share, customer satisfaction, strong
reputation and sustained growth which subsequently leads to business

growth.

Related Studies

Several studies have discussed pricing strategies and business growth
in different contexts and from different points of orientation for
example;

Ellison (2010) in the study of pricing strategies in an online
market with high frequency price information established that firms
that were able to adjust prices continuously determined how the firms
were'ranked and listed with better ranks contributing to a firm’s sales

and growth.
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Kalypso (2009) in the study of pricing strategy in the specialty
chemical and manufacturing industry established that after
implementing the new pricing strategy model, the client saw revenues
increase by 2% in the first year and net profitability improved by 14%.
Today, the client uses pricing as a competitive tactic.

~ Chaloupka et al (2004) in the study about the impact of
cigarette prices on smoking among youth, young adults and adults,
and évaluate how this understanding affected company pricing and
price related marketing strategies, established that pricing and price
related promotions are among the most important tools employed by
tobacco companies tobacco company documents provide clear
evidence on the impact of cigarette prices on cigarette smoking,
describing how tax related and other price increases lead to significant
reductions in smoking particularly among young persons and that price
related markéting such as multi-park discounts, comparing and others
leads to increased company sales and business growth.

Bowen et a/ (2009) in the study of management of business
challenges among small and micro enterprises in Nairobi- Kenya
established that SMEs among other strategies to overcome challenges
SMEs have to use fair pricing, discounts and special offers, offering a
variety of services and products, superior customer services and
continuously improving quality of service delivery. The research
concludes fhat business success is a consequence of embracing a mix
of strategies.

Limlingan’s study (1986) of overseas Chinese trading companies
in south East Asia (demon) stressed that the business growth of these
companies was based on a marketing strategy of low margin out high
turnover. Through low margin sales and the use of credit extension,

overseas Chinese businesses were able to move surplus stock and
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| increased market share. While the strategy reflected the traditional
Chinese golden rule of retail. “Boliduo Xiao”- “thin profit, vast sales” it
was also part of a broader strategy to develop business and social
networks by building personal relationships (guanxl) of mutual trust
and obligation.

Sainio (2005) in the study of operational levels of pricing in the
context of soft ware business established that strategic and operational
levels of pricing are strongly intervened and contribute a lot to
business growth in the industry.

~ Myers (2002) in the study of export pricing strategy and success
of mult|- national corporations estabhshed that firms engaged export
marketmg must develop an effective expori: pricing strategy (EPS) to
penetrate foreign markets and realize business success.

| Korgankar et al (2006) in the study of e- business performance
established that management, market and financial factors were the
separating factors between winners and losers in E-business.

Wood (2011) in the study upps airline company established that
profitability of their international presence is a direct result of both the
internal and éxtemal initiatives that the company had undertaken.

Kazooba (2006) in the study of causes of small business failure
in Ugénda established that among the causes of business failure are
lack of business plans, high taxes, load shedding, lack of capital, poor
market, high rent charges and wrong pricing. |

- Balunywa (2003) in the study of -entrepreneurship and small
business enterprise growth in Uganda established that organizations
are successful because of the entrepreneurial behavior of their leaders
and the enfrepreneurial culture prevalent in the organization.
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. Kato (2002) in the study pricing and success of coca-cola in
centrél Uganda established that good pricing strategies such as
penetratioh pricing where they charge low prices to gain access to a
new market, buddle pricing where the firm charges in a buddle of
products sold as one package, geographical pricing where they charge
different b'rices for different regions, Psychological pricing where the
organization charges a price for product depending on how consumers
emotional respond to products rather than on a rational basis among
other strategiés.

Kaye (2005) studied customer satisfaction and business success
of MTN established that customer satisfaction is one of the major
factors that contribute to success of MTN in Uganda because the
organization understand that finding new clients is generally have
costly and different than serving existing or repeat clients, as such a
wall satisfied client will be the organizations ambassador to tell others
how Qood the services are to new prospects.

However, though various related studies have been done on this
topic, there is still a wide knowledge gap to be filled, especially
regarding the researchers variables of pricing strategies and business
success, the justification for study is therefore to fill these gaps on;

Content; Majority of related studies on business success have been on
independent variables of innovation, advertising, business skills, quality
and customer care, it therefore important to consider pricing strategies
on business performance. Contextual; Majority of the studies have
been done either outside Uganda or outside the soft drink industry, it is
therefore important to carry out research that is with in Uganda and
speciﬁcally in the soft drink industry. Time;The studies carried out are
for a long time and since then has been various changes in the
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business environment or world over, it is important therefore to update
the findings or find out if what was found out is still valid. It is the
above justification/ basis that make researchers work new and

desirable to fil knowledge gaps.
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CHAPTER THREE
METHODOLOGY

Research Design

The study used descriptive correlation and descriptive
comparative. The study was a survey since it involved a large sample,
descriptive in that data collected were used to describe phenomenon,
co-relation in that the study is interested in relating pricing strategies
(demand - based, cost- based pricing, profit — based and competition
based) to business growth and pertinent data was collected from the
respondents once and for all to reduce on time and costs involved on
such-a lafge population; comparative in. that the study determined
whether there was significant difference in the level of pricing
strategies and business growth among soft drink companies in selected

districts in central Uganda.

Research Population

In thé study, the research population comprised of 435
employees of selected soft drink companies in selected districts in
central Uganda. Four companies were selected through simple random
sampling. All the categories of employees (top level managers, middle
level managers, and lower level managers) were involved as they are
all directly affected by whatever pricing strategy used which in turn

affects business growth.

Sample Size
“Thé. minimum sample size was computed using Slovene’s
formula, which states that, for any a given population, the required

sample size in given by;
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n= N, where; n = the required sample

1 + N (e*) size; N known population size; and e = the level of
significance, which is 0.05. Given a total population of 435 réspondents
in central Uganda, a sample of 208 respondents was used as illustrated
below.

435

1+435(0.052)

435
=

1+435(0.0025)

435
N n:

1+1.0875

435
=

2.0875

n=208
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Sampling Procedures
The research population of 435 ( which include 120 Coca-cola

employees, 100 Wavah water employees, 110 Pepsi-cola employees
and 105 Highland Natural Mineral water respondents being large, a
sample of 208 respondents was used got using stratified random
sampling to reduce costs, of doing research and to increase the
degree of accuracy of the study (sanders et al, 2005) regarding sample
size, the sampling frames (i.e. employees) in selected companies were
stratified according to departments in selected soft drink companies in
selected districts in Uganda in central Uganda. Then proportionate
systematié‘random samples were chosen from the respective stratum

sampling frames.

Table 1A
Respondents of the Study

Company Research population Sample size
Coca-Cola 120 62

Wavah water 100 41
Pepsi-Cola 110 55
Highland Natural Mineral | 105 : 50

water '

[Grand total 435 208

Research Instruments

There were three sets of questionnaires directed towards
employees in soft drink companies in selected companies in severed
districts in central Uganda. One was on profile of respondents, another
on pricing strategies and another on business growth. The
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questionnaire also consisted of the main title and introductory letter,
with a bio-data question, to help classify respondents.

The questionnaire on pricing strategies (independent variable)
consisted of 32, questions divided un five, subsection distributed as
follows, 8 questions on demand — based pricing strategies items 1- 8,
4 questions on cost — based pricing strategies items 9 — 13, 3
questions on profit — based pricing and items 14-16, 5 questions on
competition — based pricing items 17 — 21 and 11 general items, 22-
32. all questions in this section were close ended, based on four likert
scale ranging from one to four where;1 = strongly disagree, 2 =
disagree, 3 = agree, 4 = strongly agree. .

The questionnaire on business growth (dependent variable)
consisted of 35 questions divided 7 in sub-sections distributed as
follows; 5 questions on sales items 1- 5; 5 questions on market share
items 6- 10; 5 questions on profits items 11- 16; 3 questions on
quality products items 17 = 29; 6 questions on customer satisfaction
items 20 - 25; 5 questions on owners satisfaction items 30 - 35. all
questions in this section were close ended, based on four likert scale,
rangihg from one to four, where; 1 = strongly disagree, 2 = disagree,
3 = agree 4 = strongly agree.

Valid‘ityand Reliability of the Instruments

The researcher tested for validity and reliability on the pricing
stratégies guestionnaire which was non- é‘tandardized, content validity
- was achieved by making sure that items on the questionnaire conform
to the study’s conceptualization, supervisors and other senior staff in
KIU who are experts in the field of study helped evaluate the

relevance, wording and clarity of questions or items in instrument. Pre-
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testing for reliability was done by administering the questionnaire to
empléyees in the actual study. ,

Reliability was tested using Cronbach alpha method and CVI
validi%y which made questionnaire to be declared reasonably reliable
or consistent .

" While on business growth, the construct and criterion validity of
the business growth questionnaire was empirically p