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Mature Industries - Pricing as a Conpetitive Strategy

Many conpanies mss their

transition point

from"growh" to "maturity."” Business owners begin

to recogni ze sonmething i s wong when the custoner

or prospect begins acting differently - doi ng business
becones all about price. Therefore, the mature

i ndustry menber can be recogni zed by their

customer's buying habits - they are only concerned
about price. Another tip is when your conpetitors are
slashing prices trying to steal your customers. In
essence, the Mature Industry is defined by the |oss
or absence of a competitive advantage - when price

is the custoner's sole deternmning factor and "price
wars" are common.

Many mature businesses claimtheir service is still a
conpetitive advantage. Here is the acid test. If new
customers are not lined up at the door because of
your service "value", then you may be the only one
who sees your service as having val ue.

There is a wi despread m sunder st andi ng anongst

busi ness owners and managers relative to price as a
marketing strategy. Price cutting, as a reactive
measure or as a strategy to grow market share is not
a strategy. It is a dangerous and short-lived tactic
that is generally destructive to the whol e market.
Price cutting can be easily matched by conpetitors
and after several nonths the whole market is back
where it began but everybody's' margins have eroded.

A true price strategy turns the custoner's focus
away from cost and towards val ue based on a
percei ved benefit that nakes price conparisons

i npossi bl e. When the perceived val ue between
options is obvious, it makes price conparisons
irrelevant.




Step One: Segment Your Buyers

Most conpanies tend to regard their custoners as a
fairly honbgeneous group as if they all do business
with you for the sane reason. Wen asked why their
customers buy fromthem business owners tend to
general i ze about price, quality, location, service, etc.
They are, in essence, saying it is the whol e val ue-m x
that the custoner likes, otherw se, why would they

buy fromus? Wile this owner nay be correct, his
failure to segnent custoners by "npst val uabl e"

aspects could |l ead to disastrous narketing deci sions.

There are four main buyer notivations:

* Price Buyers
* Val ue Buyers
* Rel ati onshi p Buyers

* Conveni ence Buyers

Suppose a coffee shop reduces its prices on coffee
as a nmeans of conpeting with a major franchi se down
the bl ock. After three weeks, the owner notices a
slight increase in nunber of cups but the increase
isn'"t sufficient to cover the price reduction. In other
words, he |lost nmoney and now is |ocked into the
reduced price for a while. Later, the coffee shop
owner has his daughter construct a survey to

det erm ne why custoners choose this coffee shop
over the franchise down the block. Here is what he
finds out:

* 65% Conveni ence because it is |ocated on the
i nbound side of the commuter route

* 20% Quality of the food and pastries

* 10% Friendly at nosphere - peopl e know ne by
nane

* 5% Environnmental - use of Paper Vs Styrofoam
Cups

Here is an exanpl e of a business owner assum ng that
price was the key factor behind buyer notivation. He
m ssed the uni que conpetitive advantages he



enj oyed. Had the owner known this information, he
may have increased the price of his coffee rather
than reduce it.

Cust omer surveys can be extremely useful in
segnenti ng your buyer base notivations. The
survey's structure, length and quality of questions
are the key. Sonetinmes, a reward-based survey may

i ncrease the response rate.

Pricing within the Marketing M x

When a company begins to "bargain' with price as a
means to appease the custoner, the entire marketing
pl an of the conpany is sabotaged. There is a

m smat ch anongst price, advertising and the val ue
perception by the market. Therefore, the marketing
strategy should support the pricing strategy and vice
versa. Determ ning which type of pricing strategy is
best will involve detail ed anal ysis of your market and
may take some professional assistance but will
significantly inprove the conmpany's revenue and
profitability. It does so by elimnating "price" as the
sol e means of conparing product/service

alternatives. In short, it creates a new competitive
advant age for your conpany.
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Bi zMACH i s an association of highly

skilled

consul tants, eval uation experts and merger and
acquisition specialists. W take ordi nary compani es



and create extraordi nary value. Best of all, we only
work with | ower m d-market conpani es and our fees
refl ect our confidence. N nety percent or nore of our
fees are contingent upon the successful transition of
your conpany - even if that sale is years away.

Competitve advantage is the key to

revitalizing your

conpany's grow h

and profitability. Call me if you d like a free consult
and to | earn how Bi zMACH can grow your

conpany and increase its val ue.
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