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Last year, a Malaysian executive 
told me that she must compete 
on price because Malaysians only 
buy on price.  This year, an In-

dian executive told me that he only sells 
commodities because that’s what his na-
tion buys.  On both occasions, I coun-
tered with a strong push to find ways of 
meeting their customer’s needs better to 
reduce downward price pressures asso-
ciated with selling commodities.  They 
reluctantly allowed me to continue but 
I don’t think they believed me.  Was I 
wrong?

In this article, I present case studies on 
Cummins, Gorgeous Look, and Zam-

beef based on The Wall Street Jour-
nal ’s “Africa Rising” series as evidence 
that even in developing nations, not all 
customers are pure price buyers.

Zambeef
Zambeef Products PLC expanded into 
Nigeria to provide meat to consumers 
and recorded about $90,000 a week in 
sales as of February 2011.  They were 
expecting sales to double in Nigeria by 
year-end.  At roughly $4.75 per pound, 
Zambeef is priced about 16% higher 
than competing meat.

Why might Zambeef attack a relatively 
poor market and expect to grow and yet 

Developing Nations:  
Pure Price Buyers or Not?

PPS Happenings Serving the Pricing Community Since 1984

Upcoming Events

Many pricers have a misconception that 
consumers in impoverished and/or de-
veloping countries, because of their eco-
nomic situations, make their purchas-
ing decisions solely on price. However, 
in this article the author gives three 
examples of how numerous companies, 
specializing in everything from beef to 
electricity, are successfully selling higher 
quality and higher priced goods than 
their “commodity” competitors in devel-
oping African nations. Tim J. Smith is 
the managing principal at Wiglaf Pric-
ing, adjunct professor at DePaul Uni-
versity, and frequent PPS speaker, in-
structor and presenter.  His most recent 
book is “Pricing Strategy:  Setting Price 
Levels, Managing Price Discounts, & 
Establishing Price Structures” (South-
Western Cengage Learning, 2012). 

In This Issue:

Have a pricing article, case study 
or story to share? Send articles to 

editor@pricingsociety.com.

Page 1
Developing Nations:  
Pure Price Buyers or Not?

Page 8

If I Were the CEO of Netflix

Page 3
Dealing with Prices in a 
Quantitative Pricing Study

Page 6
Retail Price Optimization: 5 Steps 
to Effectively Improve Profitability

22nd Annual PPS Fall Conference:  Caesars Palace – Las Vegas, NV; Oc-
tober 25-28, 2011.  Workshops and special events offered on Tuesday and 
Wednesday, October 25-26 include:
s Core Pricing Skills – Jim Saunders
s Creating & Capturing Value in an Intellectual Capital Economy – Ronald 

Baker & Ed Kless
s Innovative Techniques for Estimating Elasticities – Walter Paczkowski, Ph.D.
s Rebuilding the Profit Power of Pricing – Mark Burton
s Beyond the Organization Chart: How to Structure and Organize your 

Company’s Pricing Function – Larry Montan & Richard Brown
s Extracting Full Value from New Product Launches – Madhavan Ramanujam
s 3rd Annual Pricing for Executives Summit – Stephan Liozu, Kellie Ecker, 

Darren Huxol, Eugene Zelek, Dick Braun

For the most up-to-date information about PPS events and programs, please 
visit our website at www.pricingsociety.com frequently.



 PRICING ADVISORThe

www.pr ic ingsociety.comA Professional  Pr ic ing Society Publ icat ion

3535 Roswell Road, Suite 59 
Marietta, GA 30062 
770-509-9933

2 August 2011

avoid direct price competition?  Because 
they offer a better whole product expe-
rience.

Zambeef offers clean, packaged meat in 
contrast to that sold in open-air mar-
kets in Lagos.  It also sells its meat in 
Western-style stores run by Shoprite 
and Zambeef ’s own outlets, as well as 
through restaurants and hotels.

In total, some Nigerians consumers view 
the whole product experience of Zam-
beef worth more than the 16% premi-
um they pay for their meat.  And, while 
“middle class” in Nigeria might mean 
making between $2 and $20 per day, 
even at this level of poverty, people will 
make rational tradeoffs between price 
and benefits.

Gorgeous Look
Also in Nigeria, Gorgeous Look sells 
embroidered dresses, blouses, and shirts, 
known as lace to the locals.  Lace prod-
ucts are common in Lagos, from night-
club goers to motorcycle-taxi passengers.

Gorgeous Look sources their lace from 
Austria.  While Gorgeous Look sells 
$200,000 – $300,000 of Austrian lace 
per year, Austria as a whole sells an es-
timated $37 million in lace to Nigerian 
shopkeepers like Gorgeous Look.

Austrian manufacturers do not have the 
Nigerian market to themselves.  Chinese 
manufacturers, noticing the popular-
ity of lace in Nigeria, entered the market 
roughly a decade ago and are now doing 
roughly $200 million in lace trade with 
Nigeria.

In a price comparison, typical Chinese 
lace costs about $45 per 15 yards while 
typical Austrian lace costs about $250 to 
$1,000 per 15 yards, at 450% to 2000% 
price premium.

Ask why a Nigerian lace trader might 
choose to source lace from expensive 
Austria rather than cheap China and 
they will state that Austrian lace is bet-
ter.  When it comes to quality fashion, 
even a relatively impoverished middle-
class Nigerian will often choose to pay a 

premium for a premium look.

Cummins
Although Cummins has a long history 
in Africa, it has treated Africa like most 
global firms:  tucked into the EMEA 
(Europe, Middle East, Africa) market 
and holding a relatively unimportant po-
sition at that.  In 2010, Cummins’ Af-
rica strategy changed.  They installed a 
South African executive to drive African 
growth to $1 billion within five years, or 
to roughly 6% of global revenues.

Power generators are one of Cummins 
key products.  Power, along with other 
basic infrastructure, is a notorious chal-
lenge in developing nations.  To address 
power shortages, many businesses and 
homeowners will purchase a backup gen-
erator.

Cummins sells high-end generators 
that are perhaps more appropriate for 
businesses or large housing complexes.  
Priced at $9,000, a diesel-powered Cum-
mins generator is far more expensive 
than the typical $500 gasoline powered 
Chinese generator.

Even with their higher prices, Cum-
mins is marching forward in Africa.  
They plan to open a retail outlet in La-
gos in conjunction with a training pro-
gram that will convert salespeople from 
“hawkers” towards value-adding solution 
selling.

There is Always Room  
for Differentiation
From beef to electricity, firms are suc-
cessfully selling higher quality and 
higher priced goods than their “com-
modity” competitors in Africa. Some 
American and European firms are even 
competing successfully with China in 
Africa.  They are doing so because they 
meet the needs of a segment of the mar-
ket better than their competitors.

People, even those with only a modi-
cum of income and living in a relatively 
poor market, will make rational tradeoffs 
between price and benefits.  Even when 
most of the population is impoverished, 
those with a little income will pay for 

better quality.

Developing nations are not just for sell-
ing cheap stuff and commodity goods.  
Some people in developing nations are 
willing to pay for quality.  They, like the 
rest of the world, will pay a price com-
mensurate with the value a product de-
livers in relation to its nearest competing 
alternative.  In other words, they are not 
pure price buyers – they are value seek-
ers.

(Much appreciation to the Wall Street 
Journal for providing the raw material 
for this case study.)
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