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Abstract. Marketing and management studies are rich in the theoretical
backround related to price strategy and pricing. However, consistent with
the lack of interest in complexity of decision making process in price
management. The purpose of the research study is to identify all stages in
decision — making process in price management in Slovak enterprises and
to measure their mutual association and their dependence on elements of
organizational parameters. Based on the results of descriptive statistics on
decision making process in price management, we can say that companies
go through an average of four steps in the decision-making process (M =
4.72), with higher variability (SD=3.02), compared to the mean.

1 Introduction

The need to define a decision-making process in price management has its roots in the
firm's behavioral theory, which is based on decision-making processes in terms of the
enterprise's production economy, focusing on how organizations make decisions about
what process to follow in managing production and pricing. In the development of
behavioral theory, pricing theory is emphasized as an equally important theory within the
theories of the company. The decision-making process in price management (determination
of price outputs and their changes) is placed within the nine-step decision-making process
[1]. At the heart of behavioral theory by Cyert and March is the economic decision-making
in terms of their process [2]. A special place in their work took the price setting topic as a
decision — making process. The authors' research was focused on the development of
process - oriented company models. Company decisions are viewed as well-defined
behavioral steps [3].

Currently, only few scientific research studies about pricing is devoted to the decision-
making process in price management. This issue has become the domain of businesses that
must base price management on a formal decision-making process.

Decision making is concerned with evaluating and ranking possible alternatives of
action [4]. Managerial decision making in pricing deals with decisions relating to setting or
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changing prices. Which includes price positioning and product decisions introducing new
pricing points of products or service mix [5, 6].

Price management decision — making problems affect whole organization. Pricing
decisions are made in a company based on overall marketing plan [7, 8, 9] because they
influence their relationship with customers [10]. This topic is complex by the fact that there
are various biases affecting the process of price setting within a company [11, 12, 13].
According to Smith [14] pricing is a continual process, that can’t be done in isolation.
Moreover, specialists in price management claim, that pricing should be seen as a process
of deciding. Where the process must deliver the goal of making pricing decisions
repeatedly and reliably, given the information. Some researchers perceive price
management only through the optics of the price setting process, where they mention some
steps of price management [15, 16, 17, 18].

2 Methodology

The purpose of the research study is to identify all stages in decision — making process
in price management in Slovak enterprises and to measure their mutual association and
their dependence on elements of organizational parameters. The statistical sample (N = 250
respondents) is comprised of managers operating in tactical and top management. The
sample was created in PSPP by random selection. The researchers have ensured the
measurement objectivity by using data collection tools in electronic form to prevent
influencing the research subject. The participants were instructed in writing by one
researcher. The observation survey was conducted using a questionnaire on the decision-
making in price management.

Descriptive decision - making theory provides knowledge about decision-making,
where the dominant topic is the decision-maker, with its approach to decision-making and
the ability to assume the competence and responsibility to decide. In the research sample
we observed the role of the respondent in the decision-making process in price
management, namely in the implementation of the strategy. Most respondents define
company’s pricing strategy (46.53%) and taking responsibility for its results. A third of the
respondents have an impact on the performance of the strategy at the middle and top
management level. Almost twenty-four percent of respondents have no influence on the
definition and implementation of the pricing strategy (Table 1).

Table 1. Structure of respondents in terms of their impact on pricing and inclusion in the
organizational structure.

Level of impact on pricing Frequency| % % cum.
I define the price strategy 114 46.53 46.53
No impact on pricing 58 23.67 70.20
Implementation — middle level management 46/  18.78 88.98
Implementation — top level management| 27 11.02 100.00
Total 245 100.0

Source: own processing in PSPP

2.1 Data analysys
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The data obtained through the questionnaire method are of a nominal and cardinal
variable. Thus the type of the variable also made the selection of statistical methods
conditional. Two-dimensional inductive statistics methods and methods of descriptive
statistics were used to test the dependence of the nominal variables. The data were analyzed
in PSPP statistical software. Hypotheses were tested at a significance level of p < 0.05;
while maintaining the primary rule of the Chi-Square Test of Independece, where the
theoretical frequencies did not fall below a value of 5 in 80%, and for other values X > 1
applied.

3 Results and Discussion

Researchers have ensured the objectivity of measurement using data collected trough
the on-line form of the secondary sources, that represent the financial statements, annual
corporate reports and analysis of external entities. All variables represented interval or
nominal data. Individual consultations and structured interviews with individual companies
and researchers in the price management field led us to focus on selected areas of issue
outlined in the final version of the questionnaire (in the pilot phase of the research).
Therafter, we had proved the content validity and reliability of the research tool using
Lawshe CVR for validity measurement [19]. Content validity was assessed using a panel of
seven experts with professional expertise in the pricing. Based on the Likerts scale we had
collected and analyzed their viewpoints on the relevance of the 18 questionnaire items to
measure the construct defined by these items to ensure the content validity of the
instrument [20]. For the assessment, the following scale was used: ,,1= the item isn’t
representative of revenue model, ,,2= the item needs major revisions to be representative
revenue model®, ,,3=the item needs minor revisions to be representative of revenue model*,
,,A=the items representative of revenue model®.

The CVR of each item didn’t decrease below the level of 0.7 and overall CVI reached
the level of .95. Thereby we had found this result representative.

The next step in the validation process of the questionnaire was to assess the reliability
of our research tool. Overall the internal reliability measured by Cronbach's alpha reached
the level of 0.71, which were considered as acceptable.

Decision — making steps in price management

Decision making can be a one-time, mostly routine action or a process of progressive
and logical steps, a so called decision making process. It is the most important part of
decision making because it provides a normal progress of a company. We can define it as a
collection of eight steps, starting with problem recognition and identification of criteria,
then allocating weight to criteria, develop alternatives, analysis and selection of
alternatives, implementation of the best alternative and finally evaluation of decision
effectiveness.

Graph 1. Decision — making steps in price management.
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Source: own processing

Based on the results of descriptive statistics on decision making process in price
management, we can say that companies go through an average of four steps in the
decision-making process (M = 4.72), with higher variability (SD=3.02), compared to the
mean. The distribution normality was monitored through kurtosis and skewness. Based on
the kurtosis data, which actually describes the shape of a data distribution K = -.33, which
corresponds to platykurtic distribution. The skewness also points to the non normal
distribution of data in the decision-making process with skeweness = .82, which means, that
score on the left arise from low point responses.

Table 2. Descriptive table for Number of steps in decision making process in price management

Variable N |Mean gteci VariancelSkewness| Kurtosis | Range| Min Max
No. of steps 245| 4.72(3.02 9.14 .82 -.331 10.00 1.00| 11.00

Source: own processing in PSPP

Another fundamental obstacle to an effective decision-making process in price
management is its organization. The individual steps of the decision-making process ensure
different functional areas of the company without a central coordinating element, often in
the absence of a clear concept of price strategy. In the following graph we present a view of
individual functional areas of control with the competence to define the price strategy or its
implementation at various levels of management. Based on the results of the analysis, in
less than 62% of these, the pricing strategy is dealt with by the marketing department,
which includes product management and sales. Only 15.5% of respondents who are also
CEOs or business owners declare that they are responsible for defining a pricing strategy.
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Graph 2. Impact on price management by functional areas of control
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Conclusion

Decision-making process in price management many researchers and entrepreneurs
identify with the process of price setting. However, it is only a thread of the decision-
making process in price management. The survey in small, medium and large companies
operating on the Slovak market was carried out in order to identify and formalize the
decision-making process in price management. The entrepreneurial view of price
management is different and the individual steps of the process are limited to product
pricing. Two key reasons for this are: lack of knowledge and experience in the price
management of Slovak managers and the individual threads are divided in different
organizational units.
The decision-making process in price management in Slovak companies is not
unambiguously formalized, mainly due to insufficient information of the decision-makers.
Its phases are applied in a non-sequential manner and many are omitted in the process.
Rather, businesses benefit from a simplified pricing process focused on a cost-oriented
approach, without the price optimization. These are small companies that do not have the
necessary knowledge or the staffing capacity of specialists.
The most important stages in the decision-making process are for companies “Cost
analysis” and “Setting final price”.

The authors acknowledge that this paper is the partial result of the project VEGA No.: 1/0017/20
Changes in the application of managerial functions in the context of the fourth industrial revolution
and adaptation processes in Slovakia for financial support to carry out this research.
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