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When is a commodity a 
commodity, and when is 
it not? When does it make 
sense to price segment and 

when does it not? 

Current consensus is to price commodi-
ties on a cost plus basis, with the winner 
being the lowest cost producer. Not al-
ways a nice game for pricers.

Just because a product or service has ex-
tensive market appeal or the market is 
difficult to price segment, does not mean 
it should be priced as a commodity.

Although at times it may seem to be far 
easier to fight it out with competitors in 
the commodity game, that game may be 
far more difficult and the profits may be 
more elusive than they first appear.

Consider the cellular phone industry. 
Phone manufacturers Nokia, Motorola, 
Samsung, Ericsson and others are en-
gaged in an all-out technology war to 
“out-tech” one another as newer digital 
technology surpasses what could be done 
with older analog.

Price Segmentation: Occam’s Razor and the ‘Kosher Phone’
The Cellular Phone Market
Cellular phones are promoted and sold 
to cellular service suppliers, which are 
usually divisions of the major telecom 
companies. 

These suppliers install the infrastructure 
and provide the sales, administration 
and technical support required to run 
the cellular telephone networks that we 
as mobile cellular subscribers share.

The more quickly this phone and com-
munications technology advances, the 
faster the “older” phones and older infra-
structure become obsolete — often re-
placed every 18-24 months.

Today, these phones and their cellular 
services are largely priced as a commod-
ity, with competition keeping a lid on 
pricing. As more subscribers are attracted 
to the newer technology, the greater the 
costs to renew that technology to sup-
port the added features and the larger 
numbers of new subscribers.

To meet these ever-increasing costs, 
cell phone service companies are driven 
to secure still more users and push the 
phone manufacturers for still more fea-
tures and technology. 

The cycle repeats itself with suppliers 
tripping over one another in a frantic 
rush to bring these phones to market in 
order to lure and capture more subscrib-
ers.

The pace of change is so fast that, in 
some markets, phones are thrown away 
as scrap every three months. It’s “built 
in obsolescence” like we’ve never seen 
before.

It’s clearly a “Catch-22” situation where 
success breeds failure. It reminds us of 
the client who was assured that the losses 
he absorbed on a single item easily could 
be made up by increased volume. 

Today’s phones make calls, take digital 
pictures and movies, play and download 
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Feature Function

Ring Tones

Hundreds of ring 
tones available 
at a cost from a 
library of current 
artists and songs. 
Personalizes the 
phone user identity.

Text 
Messaging

Very popular 
among youth to 
communicate 
with groups and 
popular among 
businesspeople for 
commercial e-mail.

Internet 
Access

Enables Web site 
access, download 
music, movies 
and commercial 
Web site info for 
business.

Camera
Very popular 
among youth. 
Good business use 
in Europe.

Music/
Movie 
Downloads

Youth oriented. 
Extends the use of 
the phone to pass 
time. 

Integrated 
Personal 
Computer

Enables e-mail, 
PowerPoint, Excel 
functions.

Games
Extends the use 
of the phone to fill 
time.

Customized 
Faceplates

Personalizes the 
phone.

GPS

Helps locate the 
user. Useful for 
dating, finding 
restaurants, finding 
lost boaters, 
campers, joggers, 
employees.

Popular Cell Phone 
Features and Functions
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Standard 
Features

Kosher 
Phone 

Features

Ring tones No

Text 
Messaging No

Internet 
Access No

Camera No

Music/Movie 
Downloads No

Commercials No

Games No

Customized 
Faceplates

No 
(limited colors)

Blocked 
Telephone 
Numbers

Yes  
(10,000 

continuously 
updated) 

digital music and video from the Web, 
receive television, keep track of appoint-
ments and include a GPS locater. And 
if that’s not enough, they are stylish and 
customizable — a fashion statement.

There appears to be little time or effort 
spent trying to “price segment” the mar-
ket. Companies claim that any segmen-
tation lines are blurred by the speed of 
the changes in the market and the effort 
is counter-productive.

Instead, these giants of technology live 
a tough life that is critically focused on 
monthly subscriber revenues and con-
trolling “churn” — customers switching 
to competitors. 

Rather than focusing on the needs of the 
customer, they choose instead to feed 
them more new expensive features, all 
the while bemoaning the obviously “fick-
le” customer who is seen as constantly 
in search of a cheaper monthly cellular 
plan.

Could this be the reason for the numer-
ous recent consolidations in the cellular 
market and the telecom industry?

A Profitable Alternative
There is, however, a viable alternative. 
It employs “classic” price segmentation 
and effectively counters the threat of 
obsolescence while controlling costs and 

enabling creative pricing. It’s called the 
“Kosher Phone.”

The Kosher Phone is the first effective 
revolution against the commoditiza-
tion of the cell phone. And it’s a pricing 
dream. 

While a phone can be neither kosher nor 
non-kosher, this cell phone specifically 
addresses the religious needs of ultra-
Orthodox Jewry with a mobile phone 
and service quite unlike any other.

Recognizing that Jewish Orthodox lead-
ers were concerned about the possible 
harmful effects that cell phones were 
having on their youth and on their com-
munity, an Israeli cell phone service, 
MIRS Communications Ltd., stepped 
up with a solution.

First, it contracted out specifications for 
an emasculated cell phone: a cell phone 
that disabled almost all current cell 
phone features and functions. 

Then it set up a service plan designed 
specifically to support the needs of these 
Orthodox subscribers and priced its val-
ue accordingly.

The Kosher Phone comes in a few basic 
“attractive” colors. To paraphrase Henry 
Ford, “You can have it in any color, as 
long as it’s black.”

Featuring no Internet connection ex-
cept to approved Orthodox sites, it has a 
simple ring tone. It blocks out “unclean” 
Web sites and automatically denies ac-
cess to several thousand telephone num-
bers (updated frequently) that are con-
sidered unacceptable. 

There is no camera, no GPS locator, no 
games, no television downloads, no un-
wanted text messages, no music.

The Kosher Phone is priced at a premi-
um and is unlikely to change substan-
tially.

Prices for calls to other Kosher phones 
and other Orthodox users are less expen-
sive than those made to calls outside the 
community. 

“Kosher-to-kosher” phone calls cost 10 
cents a minute, while calls made “out-
side” to other phones are charged a pre-
mium 5 to 6 cents more.

The Kosher Phone 
Comparative Features

Support Kosher Phone Support 
Specialized 
Sales force

Yes. Unusual sales force of ultra Orthodox personnel 
trained in cell phone technology. 

Special 
Pricing

Yes. Premium price. To encourage calling within the 
community, extra charges for calls in and to “outside 
groups.”

Business 
Incentives

Yes. Businesses selling these phones get special 
marketing assistance from religious leader and 
communities.

Specialized 
Features

Yes. Hardware cannot be upgraded to “standard phone” 
technology.

Orthodox 
Approval Yes. Seal of approval from Israel’s rabbinical authorities.

Kosher Phone Support Services
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Kosher Phones are promoted by a spe-
cialized sales force that knows the re-
quirements of the Orthodox market and 
are endorsed by Orthodox religious lead-
ers.

Initially introduced to the Israeli market, 
it is now making headway in Europe and 
America.

The Kosher Phone  
Is Not an Anomaly
Following quickly on the success of the 
Kosher Phone is the “Halal Phone,” 
designed for the needs of the Muslim 
community and conservative Islamic 
sensibilities. Smart segmentation at work 
again and more opportunity for effective 
value-based pricing.

Dubai-based Ilkone Mobile Telecommu-
nications has designed cell phones and 
services that help Muslims in their daily 
prayer rituals. 

The “Halal Phone” includes a compass 
that points East to Mecca, downloads 
the Call to Prayer five times daily and 
includes a complete version of the Quran 
to assist meditation. Like the Kosher 
Phone, it too, is otherwise restricted. 

Priced creatively, it addresses what most 
market analysts suspect to be a substan-
tial worldwide market.

And it doesn’t stop there. Good News 
Holdings and United Christian Broad-
casters are both supporting European 
and American Christian communities 
that are evaluating cellular services to 
address the religious needs of their com-
munities. 

Recently launched FaithMobile, which 
offers subscribers Christian ring tones, 

scriptures and one-minute-long inspira-
tional messages, is an example of what 
smart segmentation and value-based 
pricing can do in what was largely con-
sidered a “commodity” market.

Occam’s Razor  
and Price Segmentation
Have the giants of the telecom industry 
squandered their opportunity for larger 
profits by ignoring price segmentation? 
Blinded in their rush to accommodate 
rampant technology and commoditize 
the product, have they lost sight of the 
basics? 

Having not spent the time and effort to 
segment properly, are they now caught 
in a vicious technology race with lost 
opportunity and constantly escalating 
costs?

Sometimes, in the heat of competitive 
battle, as in Occam’s Razor, the sim-
plest solution is the best. But it’s often 
overlooked.

Are there still more untapped opportuni-
ties for customer segmentation and cre-
ative pricing in this industry?

We think so. Occam’s Razor and seg-
mentation strikes again. Have you heard 
of the Disney Phone? Simple — it keeps 
track of your kids.

Following quickly on 
the success of the 
“Kosher Phone” is the 
“Halal Phone,” designed 
for the needs of the 
Muslim community and 
conservative Islamic 
sensibilities. 

With the exponential increase in knowledge of 
pricing and its importance to the success of 
today’s corporation, the profession has been 
asking for a complete educational program 
that certifies Pricers with the Certified Pricing 
Professional (CPP) designation. This need is 
not only to have a working understanding of 
pricing strategies and techniques, but also to 
have training in specific pricing issues unique 
to their industry. 

The CPP is a new multi-staged program de-
signed to better support, educate and elevate 

the pricing professional. We will accomplish 
this with a broad curriculum taught by leaders 
in the pricing profession, followed by rigorous 
testing.

By earning your CPP designation, you will be 
a pricing expert who knows:

§ How to boost profitability through pricing, 
results through innovation. 

§ How to effectively and efficiently manage 
worldwide pricing in any industry. 

§ How to coordinate and integrate key ac-
tivities that increase profits through effective 
pricing throughout your organization. 

The CPP program will help you advance your 
career while giving you the foundation to im-
prove your company’s competitive position 
and profitability.

Improve Your Career Prospects: 
Become a Certified Pricing Professional 




