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A Computer Store Buys A System At A Cost Of $487.20. The Selling Price Was First At
$812, But Then The recent changes in pricing strategies and market conditions have significantly
impacted how computer stores set and adjust their selling prices. Understanding the dynamics
behind these pricing decisions is essential for both consumers and retailers aiming to optimize sales
and profit margins. This article explores the factors involved in setting the initial selling price, the
reasons for subsequent price adjustments, and how these strategies influence overall profitability.

Understanding the Cost of the System

Cost Price and Its Components

The foundational element in pricing a product is its cost price. In this case, the computer store
acquired the system at a cost of $487.20. This cost typically includes:

e Manufacturing expenses

e Shipping and handling fees
e Import duties or taxes

e Warehousing costs

e Distributor or supplier margins

By accurately calculating the total cost, the store ensures that the selling price covers expenses and
yields profit.

Importance of Cost Analysis for Pricing

Proper cost analysis enables the store to:
e Determine minimal acceptable selling price to avoid losses
e Set target profit margins

e Develop competitive pricing strategies

Understanding the cost structure is crucial before setting any initial price point, especially when
considering market competition and customer demand.



Initial Pricing Strategy: Setting the Selling Price at
$812

Factors Influencing the Initial Price

The initial selling price of $812 was likely determined based on several strategic considerations:
e Market demand and customer willingness to pay
e Competitor pricing for similar systems
e Perceived value of the product (brand reputation, features)

e Desired profit margin

This price point was probably set to maximize profit while remaining attractive to consumers.

Profit Margin Calculation
To understand the initial profitability:

e Cost Price = $487.20
e Initial Selling Price = $812
e Gross Profit = $812 - $487.20 = $324.80

e Profit Margin = ($324.80/ $812) x 100 = 40%

A margin of approximately 40% indicates a healthy profit margin, common in retail electronics.

Market Dynamics and Reasons for Price Adjustment

Competitive Market Pressures

In an ever-changing technology market, competitors often adjust their prices to attract customers:
e Introduction of new models
e Price wars among retailers

e Discounts and promotional offers

These dynamics might prompt the store to reconsider its pricing strategy.



Inventory Management and Sales Goals

If the store experiences slow sales or excess inventory, lowering the price can:
e Stimulate demand
e Clear stock to make room for new models

e Increase cash flow

Technological Obsolescence and Market Trends

Rapid technological advancements mean older systems can quickly lose value:
e Price reductions help remain competitive
e Encourage quicker purchase decisions

e Align with current market standards

Strategies Behind Price Reduction

Implementing a Discount or Price Drop

The store might reduce the price from $812 to a lower amount to attract more buyers. Common
strategies include:

e Temporary sales or clearance prices
e Seasonal discounts

¢ Special promotional events

Calculating New Profit Margins
Suppose the store reduces the price from $812 to $700:

e New Selling Price = $700
e Profit = $700 - $487.20 = $212.80

e Profit Margin = ($212.80 / $700) x 100 = 30.4%



Although the margin decreases, the boost in sales volume can offset lower per-unit profit, leading to
overall increased revenue.

Balancing Profitability and Customer Satisfaction

Offering Competitive Prices Without Sacrificing Profit

While lowering prices can increase sales, the store must ensure it remains profitable by:
¢ Calculating minimum acceptable prices based on costs
e Monitoring sales and profit margins closely

e Using promotional strategies to add perceived value

Additional Revenue Strategies

Besides price adjustments, stores can enhance profitability through:
e Upselling accessories or extended warranties
e Bundling products for higher total sales

e Offering financing options for customers

The Role of Markup and Profit Optimization

Markup Calculation

Markup percentage is a common method to determine the selling price:

e Markup = [(Selling Price - Cost Price) / Cost Price] x 100

For the initial price:

e Markup = (($812 - $487.20) / $487.20) x 100 = 66.7%

This indicates a significant markup, typical in retail electronics.



Optimizing Profit Margins

Retailers often analyze:
e Break-even points
e Customer demand elasticity

e Impact of discounts on overall profitability

Adjusting prices strategically ensures sustainable margins while remaining competitive.

Conclusion: Navigating Pricing Strategies in a
Competitive Market

The journey of a computer store from purchasing a system at $487.20 to setting an initial selling
price of $812 and then adjusting it involves careful analysis of costs, market conditions, customer
demand, and competitive landscape. Pricing is not a static decision but a dynamic process that
requires balancing profitability with market competitiveness.

Stores must continuously monitor their sales performance and market trends to adjust prices
effectively. Whether through discounts, bundling, or promotional campaigns, strategic pricing can
help maximize revenue and ensure long-term success. By understanding the intricacies behind these
decisions, consumers can better appreciate the value offered, and retailers can optimize their
margins in an ever-evolving marketplace.

Frequently Asked Questions

What is the initial cost of the system for the computer store?

The initial cost of the system for the store is $487.20.

What was the original selling price of the system before any
adjustments?

The original selling price was $812.

Why might the store have reduced the selling price of the
system?

The store might have reduced the price to clear inventory, attract more customers, or respond to
market competition.



How can the store determine the profit if they sell the system
at a discounted price?

Profit is calculated by subtracting the cost ($487.20) from the selling price after discount.

What is the importance of adjusting the selling price in retail
sales?

Adjusting the selling price helps optimize profit margins, respond to market demand, and remain
competitive.

What factors should the store consider when discounting a
product like this system?

Factors include inventory levels, demand, competitor pricing, and overall profit objectives.

If the system is sold at a discounted price of $700, what is the
profit margin?
Profit margin = $700 - $487.20 = $212.80; thus, the profit margin is $212.80.

How does the initial cost influence the store's pricing
strategy?

The initial cost sets the baseline for determining profitable selling prices and discount levels.

What are the potential risks of pricing the system too low or
too high?

Pricing too low may lead to insufficient profit, while pricing too high might reduce sales volume and
competitiveness.

Additional Resources
A Computer Store Buys A System At A Cost Of $487.20: An In-Depth Review

When it comes to computer systems, the decision to purchase involves careful consideration of cost,
features, and potential profit margins. In this review, we analyze a scenario where a computer store
acquires a system at a cost of $487.20 and initially considers selling it at $812 before making
modifications to the pricing strategy. We will explore the implications of these figures, the factors
influencing pricing decisions, and the overall value proposition for both the store and the customer.



Understanding the Purchase Cost and Initial Pricing
Strategy

Cost Analysis: The $487.20 Investment

The initial cost of $487.20 reflects the amount the store pays to acquire a particular computer
system. This figure is crucial because it sets the baseline for profit margins and influences
subsequent pricing strategies. Factors contributing to this purchase price may include:

- Hardware components (CPU, GPU, RAM, storage)

- Licensing fees for pre-installed software

- Vendor discounts or bulk purchase advantages

- Additional accessories or warranties included in the package

Pros of the Purchase Cost:

- Relatively affordable for a high-performance system depending on hardware specifications
- Allows room for markup to achieve desired profit margins

- Potential for competitive pricing in the retail market

Cons:

- Lower margins if the retail price is set too close to the purchase cost
- Risk of depreciation if newer models or components become available quickly

Initial Selling Price at $812: Rationale and Expectations

The store's initial plan to sell at $812 indicates a markup of approximately 66.4% over the purchase
price. This markup is typical in electronics retail, aiming to cover operational costs and generate
profit.

Features of this pricing:

- Competitive with similar systems in the market

- Provides a substantial profit margin if sold at this price

- Leaves room to negotiate discounts or promotions

Pros of the $812 Price Point:

- Ensures a healthy profit margin

- Reflects perceived value or added features

- Allows flexibility for promotional discounts

Cons:

- Might be higher than competitors’ prices, reducing competitiveness



- Customers may seek better deals elsewhere
- The price may not align with perceived value if hardware specifications are not top-tier

Factors Influencing the Price Adjustment

The phrase "but then the" suggests a change or reconsideration in the pricing strategy. Common
reasons include:

- Market response indicating the original price was too high
- Introduction of newer models or updated components

- Seasonal sales or promotional discounts
- Customer feedback or sales data prompting reconsideration

Potential Price Modifications and Their Impact

Adjusting the selling price could involve lowering it, bundling additional services, or offering
financing options to attract more buyers.

Possible strategies:

- Discounting: Reducing the price closer to $700 or below to stimulate sales

- Bundling: Offering accessories, extended warranties, or software at an added value
- Promotions: Limited-time offers to create urgency

Pros of Adjusting the Price:

- Increased sales volume

- Better market positioning

- Improved customer perception of value

Cons:

- Reduced profit margin per unit

- Potential devaluation of the product in customers’ eyes
- Risk of starting a price war with competitors

Market Dynamics and Customer Expectations



Understanding Customer Perception of Value

Customers often evaluate a computer system based on hardware specifications, brand reputation,
warranty, and price. If the system's features align with or surpass customer expectations at the price
point, sales are likely to improve.

Features to consider:

- Processor speed and generation

- Graphics card capabilities

- RAM size and type

- Storage type (SSD vs HDD) and capacity
- Pre-installed software and OS

Customer Expectations:
- Competitive pricing
- Reliable performance

- Good after-sales support
- Upgradability options

Market Competition Analysis

The computer market is highly competitive, with various brands and vendors offering similar
systems at different price points. The store's pricing strategy must consider:

- Local competitors’ prices

- Online retailer prices

- Brand reputation and warranty services
- Additional value-added offerings

A price of $812 might position the system as a premium option or a budget-friendly alternative
depending on hardware specifications.

Financial Implications and Profitability

Calculating Profit Margins

Assuming the system is sold at the initial $812 price:

- Profit per unit: $812 - $487.20 = $324.80
- Profit margin: ($324.80 / $487.20) 100 = 66.7%



This margin is generally acceptable in electronics retail but can be affected by other costs such as
marketing, staffing, and overhead.

If the price is reduced post-adjustment:

- For example, if the price drops to $700, profit becomes $212.80
- Profit margin then drops to approximately 43.7%

While lower, this could lead to increased sales volume, possibly compensating for reduced margins.

Break-Even Analysis

The store must ensure sales volume covers operational costs and yields profit. Critical factors
include:

- Fixed costs (rent, salaries)
- Variable costs (marketing, logistics)

- Expected sales volume at different price points

Understanding these helps determine the optimal price point balancing profit and competitiveness.

Features, Pros, and Cons of the System

Core Features to Highlight:

- Hardware specifications aligned with target market (gaming, professional use, general consumers)
- Warranty and after-sales support

- Upgradeability and future-proofing

- Pre-installed software and security features

Pros:

- Good hardware configuration for various tasks

- Potential for high profit margins at initial pricing

- Flexibility to adjust pricing based on market response
Cons:

- Price sensitivity among consumers

- Rapid technological obsolescence
- Competition offering similar or better systems at lower prices



Conclusion and Recommendations

The scenario of a computer store purchasing a system at $487.20 and initially pricing it at $812
demonstrates a classic retail pricing approach balancing cost, perceived value, and profit margins.
The decision to modify the selling price depends on multiple factors, including market feedback,
competition, and internal financial goals.

Key takeaways:

- Maintaining a healthy profit margin requires careful pricing, especially in highly competitive
markets.

- Flexibility in pricing strategies—such as discounts, bundles, or promotions—can boost sales without
eroding margins drastically.

- Understanding customer needs and market dynamics is crucial for setting an optimal price.

- Hardware features should match or exceed customer expectations to justify the price point.

Final thoughts: In retail, pricing is an ongoing process. While the initial $812 markup provides a
strong profit margin, responsiveness to market conditions and customer preferences may
necessitate adjustments. The store’s ability to adapt its pricing, communicate value effectively, and
deliver excellent after-sales support will ultimately determine the success of this system’s sale and
the store’s reputation in the competitive computer marketplace.

A Computer Store Buys A System At A Cost Of 487 20 The
Selling Price Was First At 812 But Then The

A Computer Store Buys A System At A Cost Of 487 20 The Selling Price Was First At 812 But Then
The

Related Articles

e A Thorough Evaluation Of How Well A Project's Actual Performance Matches The Projections
Made When The

e A Farm Grew 19.8 Tons Of Wheat In 2013. The Farms Wheat Output Increased By 9.8% From
2013 To 2014 And

o After Washing Lettuce, You Can Dry The Water From It Using A Salad Spinner. You Put The
Lettuce In The

Back to Home


https://sip.evo9x.com/ma23/a-computer-store-buys-a-system-at-a-cost-of-487-20-the-selling-price-was-first-at-812-but-then-the.pdf
https://sip.evo9x.com/ma23/a-computer-store-buys-a-system-at-a-cost-of-487-20-the-selling-price-was-first-at-812-but-then-the.pdf
https://sip.evo9x.com/ma23/a-thorough-evaluation-of-how-well-a-project-s-actual-performance-matches-the-projections-made-when-the.pdf
https://sip.evo9x.com/ma23/a-thorough-evaluation-of-how-well-a-project-s-actual-performance-matches-the-projections-made-when-the.pdf
https://sip.evo9x.com/ma23/a-farm-grew-19-8-tons-of-wheat-in-2013-the-farms-wheat-output-increased-by-9-8-from-2013-to-2014-and.pdf
https://sip.evo9x.com/ma23/a-farm-grew-19-8-tons-of-wheat-in-2013-the-farms-wheat-output-increased-by-9-8-from-2013-to-2014-and.pdf
https://sip.evo9x.com/ma23/after-washing-lettuce-you-can-dry-the-water-from-it-using-a-salad-spinner-you-put-the-lettuce-in-the.pdf
https://sip.evo9x.com/ma23/after-washing-lettuce-you-can-dry-the-water-from-it-using-a-salad-spinner-you-put-the-lettuce-in-the.pdf
https://sip.evo9x.com

