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Wal-Mart’s Painful Lesson: 
Sometimes Price Isn’t 
Everything
Observations by Nelson Hyde on “Wal-
Mart Era Wanes Amid Big Shifts in 
Retail” by Gary McWilliams, The Wall 
Street Journal, October �, �007.

Many companies would do well to take a 
cue from Wal-Mart’s competitors—and 
I don’t mean by lowering prices. I mean 
by not blindly lowering prices or chasing 
price buyers until it hurts.

Wal-Mart is getting diminishing re-
turns as it saturates the price-buyer 
market and struggles to translate its 
value proposition to wealthier consum-
ers. This year’s per-store sales gains are a 
paltry 1.3%—a quarter of last year’s—
and the company has slowed its U.S. 
expansion because new stores are canni-
balizing old ones.

Wal-Mart’s competitors, on the other 
hand, are getting great per-store growth 
as they shift from buyers who want price 

to buyers who want convenience and 
personal services. 

For example, Best Buy is heavily mar-
keting flat screen TV installations. Gro-
cery stores are selling more prepared 
convenience foods. Pharmacies are sell-
ing basic health services like school 
physicals.

Frequently companies jump immedi-
ately to price as their main proposi-
tion. That only works if you have abso-
lutely nothing unique to offer or have 
a sustainable cost advantage. Compa-
nies make this mistake because they 
don’t understand—or know how to 
defend—their real value to customers. 
But once they make the critical error 
to lead with price, then there go the 
margins.

Don’t let customers’ constant talk about 
pricing fool you. Typically only �0-�5% 
are price buyers. All the rest are just 
playing poker with you. Lead with your 
value. 

You can price with confidence if you do 
the hard work of identifying your value, 
and arm the sales force with concrete 
ways to prove it. Most customers will 
buy that.

How Pfizer’s “Breakthrough” 
Became a Strategic Misfire 
Observations by Steve Haggett 
on “Pfizer Breaks With Norm by 
Scrapping Drug” by Avery Johnson, 
The Wall Street Journal, October �0, 
�007.

When the prestigious Dow Jones Tech-
nology Innovation Awards were an-
nounced in October 2006, Pfizer’s 
inhalable insulin received the Bronze 
in the overall category and was named 
the outright winner of the Biotechnol-
ogy & Medical Division. 

This should have been great news for 
diabetics. Instead, in October 2007 

Pfizer shut down the business, taking a 
$2.8 billion charge. 

Why? In the year between those two 
events, Pfizer learned how customers 
valued the innovative technology. And, 
they learned about “framing.” Insulin-
dependent diabetics are forced routinely 
to inject the drug to maintain health. 
Pfizer invested in this innovation as-
suming that there was almost no price 
diabetics would pay to avoid daily injec-
tions. That price turned out to be about 
$5 a day.

Exubera, Pfizer’s medication, did not 
fail because it didn’t work, nor did it 
fail for safety concerns. As the Inno-
vation Award proves, the product is a 
technological marvel. It failed because 
research pointed the company in the 
right direction, but too far.

The new therapy was priced about 
double the rate of injectable insulin. 
Through insulin pens and pumps, tra-
ditional therapy has become some-
what simpler. Changing to an inhaled 
product required a significant change 
in process for both physicians and pa-
tients. They had to learn to measure 
grams of powder rather than volumes 
of fluid—and how to use a bulky mask. 

However, there was no correspond-
ing change in performance. Couple 
that with consumers who are well used 
to injecting the drugs, perhaps Pfizer 
stunned them with prices which ap-
peared too high. 

Even though research shows a willing-
ness to pay, it often fails to capture how 
users really feel about the alternative of 
paying the higher price. In this case, 
they probably did feel shocked.

Had Pfizer begun the process in the 
market rather than in the lab, then they 
might have gained a better understand-
ing of their customers’ true needs and 
value judgments.

Through its online newsletter the 
consulting firm, Holden Advisors, of-
fers comments on business news of the 
moment, drawing lessons for pricers 
from every sector. Here are two re-
cent essays by Director Steve Haggett 
and Manager Nelson Hyde. They 
show how even major companies like 
Wal-Mart and Pfizer can misread 
what customers want and apply mis-
guided pricing strategies as a result. 
The Holden Advisors Newsletter is 
available online, free-of-charge, at 
www.holdenadvisors.com. You may 
also reach the company directly at 
978-405-0020.
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