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2 Sentence Pricing Advice for 
Small Business Owners

Pricing is a complex exercise, but in 

this article, the author provides two 

very crucial steps for small business 

owners who are struggling with pric-

ing decisions. These suggestions can 

also be applied to pricing activities in 

larger organizations. Reuben Swartz 

is President of Mimiran, LLC, a PPS 

CPP Faculty member, and a frequent 

PPS contributor and conference pre-

senter. His online pricing training 

courses can be accessed at www.Pric-

ingSociety.com and he can be reached 

via www.miriman.com or at reu-

ben@mimiran.com.

• 24th Annual Fall Pricing Workshops & Conference – Loews Midtown 
Hotel – Atlanta, Georgia  / October 22-25, 2013 
• 9th Annual Conference on European & Global Pricing – Hôtel Concorde 
Berlin / Berlin, Germany / 3 December – 5 December 2013 
 
For the most up-to-date information about PPS events and programs, please 
visit our website at www.pricingsociety.com frequently.

1. Be better, not cheaper
If someone in your market doesn’t think 
you’re better, you’re a commodity and 
have no pricing power. If you’re small, 
you probably have less costing power 
than your larger competitors. Com-
modity pricing + uncompetitive cost 
structure = working really hard + out 
of business. You have to be different and 
better to someone.

This is about benefits, not features. It’s 
about perceived differential value, com-
pared to some other alternative(s). The 
buyer ultimately gets to decide this val-
ue, but you get to help set up the discus-
sion. Many small business owners imply 
that their offerings are commodities. 
(“200 hours of Java coding” and “1,000 
pounds of dirt” are examples I’ve seen 
recently on actual proposals.) Then they 
have to get into a defensive pricing dis-
cussion, and end up pricing below the 
real or imagined competition. Now your 
profits are down, your hours are up, your 
morale is down, and your stress is up. 

This is one of the big reasons that busi-
ness owners lose their passion.

The iPad isn’t the cheapest tablet. In fact, 
its average selling price is probably higher 
than the average PC selling price. How 
did other companies try to compete? 
They made something that was cheaper, 
with more features. But not better.

37Signals doesn’t make the cheapest 
CRM application or project manage-
ment tool– there are free (free!) applica-
tions in those niches. They make better 
apps. And they have a very particular 
idea about “better.” They want their ap-
plications to be simple. They don’t com-
pete on features. They are OK if you out-
grow their solutions and need to move 
on to something more sophisticated. 
That keeps them focused on their small 
business market.

2. Price Appropriately
This is easier said than done, of course, 
but once you’ve figured out how you’re 
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better, you can price, aligned to the 
value you create. When you know your 
market, your benefit to a subset of that 
market, pricing becomes more clear.

Let’s start with a negative example to il-
lustrate how this can help refine your 
pricing strategy. An innovative manufac-
turing company had developed some fac-
tory tools with much higher durability 
than the competition. They priced them 
higher, based on the replacement cost of 
the cheaper parts. No one cared. 

The parts had a longer tenure than the 
line managers buying them. So the man-
agers had no incentive to spend more 
money for savings that would never be 
realized on their watch. They shifted the 
discussion to how the better engineering 
reduced defects and downtime and real-
ized the price they had aimed for based 
on durability.

You can move back and forth between 
your price, your offering, and your value 
to hit the right spot. For example, the 
iPad was engineered in part to provide 
a $499 touch computer. No camera in 
version one. (Oh, and you want cellular 
data? That $5 part will cost you $130 ex-
tra dollars.)

37Signals prices their Basecamp project 
management app based on the number 
of projects. Print shops charge a hefty 
fee for expedited work. You can even of-
fer discounts, when appropriate. Restau-
rants and movie theaters offer early bird 

specials to get people in during off-peak 
times. (Why don’t more accountants do 
this?) Many consulting firms offer dis-
counted retainers that provide them with 
predictable revenue and customers with 
cheaper services.

So if you’re wondering how you should 
price, think of these 2 sentences. If you 
can answer clearly how you are bet-
ter and for whom, they go to step 2 and 

price based on how you are better. 

Try not to get too wrapped up in your 
idea, your company, or your product. 
The market doesn’t care. Think about 
your customers, their wants and needs, 
and how to help them. Think about why 
they should choose you over their next 
most likely option (which may simply be 
“do nothing”).

Restaurants and movie theaters offer early bird 
specials to get people in during off-peak times. (Why 
don’t more accountants do this?) 
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