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Pricing as the Glue for Effective 
Product Combinations, Part II

Bundles must be razor sharp in 
purpose and pinpoint targeted. There 
are four marketing missteps, however, 
that lead to bungled bundling. In the 
previous issue of   Pricing Advisor, we 
explored two missteps. In this article, 
we look at the other two: using 
tiering instead of bundles and failing 
to innovate on bundle definition. 
The authors are Rob Docters 
(robdocters@abbeyroadassociates.
com), Bert Schefers, Christine 
Durman and Martijn Gieskes, 
all from Abbey Road Associates 
(www.abbeyroadassociates.com), 
a consulting firm specializing in 
pricing strategy. NOTE: Docters 
and Schefers will present “Pricing, 
Bundles and Tiering” at the 
PPS Workshops in San Diego on 
Feb. 22-23, 2007.

As we described in the first in-
stallment of these two articles 
on bundling, to stay competi-
tive, companies must meet 

customer demand for bundles. Compa-
nies also must build bundles so they are 
responsive to the market, priced so they 
offer a cogent value proposition, yet are 
profitable. Pricing is the most impor-
tant “glue” that holds together effective 
bundles. 

In helping clients with their bundles, we 
find there are four marketing mistakes 
that typically lead to mismatches and 
mispricing: 
§	Using tiering instead of bundles.
§	Failing to innovate on bundle defini-

tion.
§	Failing to create bundles for special 

purposes.
§	Making bundles too big.

In this article, we’ll examine the first 
two issues listed above, the previous ar-
ticle having treated the latter two poten-
tial missteps. 

Sometimes mistakes are obvious, but of-
ten, the more successful the component 
products, the more related bundles fall 
short of their potential. 

Tiering, Not Bundling
Tiering of offers is a popular pricing 
technique. It’s actually a form of 
bundling, but differs from most 
bundling initiatives in this respect: 
Rather than build from the ground 
up, tiering begins with an existing 
offer, then adds or strips out features 
to achieve the end result. Sadly, such 
additions or subtractions tend to be done 
blindly. 

The value principles in tiering are the 
same as any bundle — try to build a 
compelling value price proposition. (Or 
at least the context for such a proposi-
tion, as sometimes the purpose of tier-
ing is not to sell all the tiers, but to show 
consumers that one of the tiers is a good 
deal.) 
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Tiering works quite well when consum-
ers feel they have discretionary spending 
ability — that is, they can spend more 
on the features they find appealing. Tier-
ing works less well with buyers faced 
with highly constrained budgets, who 
want the lowest price to meet their essen-
tial needs. 

When customers are reluctant to spend 
more, a second technique is worth inves-
tigating: linking bundles so the purchase 
of one bundle must lead to the purchase 
of a second bundle. Up-tiering in this 
manner is a good way to increase reve-
nues at the time of the initial purchase or 
later on. The underlying rationale is two-
fold: First, customers will likely experi-
ence moments after the initial purchase 
when added features or bundle elements 
seem more appealing; and second, cus-
tomers’ price sensitivities will vary over 
time. Linked bundles directly help sell-
ers profit from the happy moment when 
needs are high or price sensitivities are 
low (see figure 1).

For linked bundles to work, what we 
call “hooks” are necessary to encourage 
customers to voluntarily upgrade. The 
principle is not new: A classic example 
is an amusement park. A low price gets 
visitors into the park, but then they find 
the best rides cost extra. While a high 
price might deter park entrants, once the 
children are lined up at the most exciting 
rides, few parents can resist the higher 
expenditure.

We have found this principle to apply to 
tough, mature markets. Here are two ex-
amples of hooks: 

t LexisNexis sells legal libraries by geo-
graphic region — yet its search mecha-
nism highlights relevant cases in the 
total legal database, not just by region. 
Even if an attorney steadfastly refuses 
to buy more than the library of his own 
state’s decisions, he will keep seeing 
searches that show all cases, from any 
tribunal. On the eve of an important 
trial, even a very stubborn buyer may de-
cide to expand his purchase if the search 
engine now shows a case outside his li-
brary that appears highly relevant. This 
factor has led many users of LexisNexis 
to buy new libraries or buy specific cases 
at several times the normal price.

t In the construction industry, many 
building contractors price their initial 
bids low, but charge high mark-ups for 
change orders in the midst of construc-
tion — when owners have little choice 
but to pay higher prices.

Migration paths prompted by custom-
ers’ key needs — the hooks — can be 
far more effective than price structures 
founded only on a hierarchy of “good,” 
“better” and “best.”

Linked bundles are under used. This 
may be because developing a set of 
linked bundles (to force the customer to 
upgrade over time) can be complex. It 
requires coordination of products and 

pricing, guidance to the sales force, cus-
tomer support systems and billing. Even 
more importantly, companies need to 
understand their markets, which often is 
not the case. However, the effort can pay 
significant dividends, especially where 
there is extreme price pressure. 

We often find that if the benefits can 
be articulated, obstacles can be over-
come. Where there is a will, there is a 
way. For instance, specialized customer 
service groups can be given latitude to 
address issues that may arise from linked 
bundles, and thereby leapfrog the devel-
opment of comprehensive customer sup-
port systems. Similarly, simplifications 
and workarounds to the billing system 
can often speed the launch of linked 
bundles. 

Depth Versus Breadth
A common problem in the bundles of 
established players is that the bundle 
definitions no longer effectively 
communicate value, especially when 
compared to competitors’ offerings: 
everyone is now claiming the same 
benefits. Worse yet, bundle definitions 
sometimes can be turned around and 
used against the market leader. 

For example, a company in the medical 
testing markets initially grew to promi-
nence by offering services in more cit-
ies than its competitors. This claim was 
backed by well-equipped facilities in 
more than 40 states. 

When competitors arrived on the scene, 
however, they laid claim to all 50 states 
through reciprocal agreements! Even 
though the competitors’ capabilities and 
quality were inconsistent, customers 
found the pitch convincing — after all, 
they had been trained by the incumbent 
itself to believe that geographic cover-
age was an important part of the buying 
decision. 

The solution for the incumbent was to 
redefine its product, using service bun-
dles and pricing to highlight its superior 
capabilities. This underscored the low 
value of mere geographic presence with-
out appropriate equipment and quality.

Figure 1: Linked Bundles Versus Tiers
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One way of describing this idea is that 
it focuses on depth rather than breadth. 
Breadth is how customers assess the ini-
tial value of an offer; depth comprises 
the ineffable attributes that customers 
discover only after experience with the 
product. This notion applies to any in-
dustry: There are always attributes that 
can’t be easily proven or sold up-front, 
but must instead be experienced to be 
believed. 

As an example, television advertisers gen-
erally demand evidence or direct expe-
rience to pay above-average advertising 
rates per thousand (CPM). While ad-
vertising rates should relate to the actual 
buying propensity of different audiences, 
the initial presumption is that propensi-
ties to buy are roughly equal. This pre-
sumption is overcome only after trial 
or after observing others’ results. Then 
advertisers will pay premium CPM rates, 
if warranted. In this case, the charac-
teristics of depth versus breadth work in 
favor of incumbents with proven pro-
gramming who can collect the appropri-
ate premium.

Depth versus breadth is key in fights 
between incumbents and challengers. 
Challengers are typically more innova-
tive — partly because they need to be 
creative to succeed, and partly because 
they are unconstrained by tradition, 
contracts or older computer systems. An 
example comes from the battle between 
voice-over-Internet (VoIP) providers and 
traditional telephone companies. In this 
battle, calling features are important, 
particularly the ability to call 911. Both 
appear to offer this feature, but actually 
the two services are different. The 911 
call over VoIP pulls up the billing ad-
dress — not the calling location. There-
fore, a 911 call placed via VoIP will send 
fire trucks to the billing address — not 
necessarily the actual call location. This 
is a subtle difference to those buyers 
whose homes are not on fire and one that 
does not impact buyer decisions — no 
matter how much incumbent telephone 
companies wish it would.

Differences in depth place a big burden 
of explanation on the company with the 

greater depth — usually the incumbent. 
Often this burden is insurmountable: 
for one thing, customers don’t care 
about long technical explanations. It 
may be better for the incumbent not to 
acknowledge the upstart at all.

The other reason bundling tends to ob-
scure depth is that bundling can muddy 
price comparison. Often, the bundle 
makes it difficult to compare pricing, 
or it highlights price differences that do 
not tell the entire story. For instance, in 
the contest between telephone compa-
nies and cable companies, price levels 
are roughly even or telephone companies 
may even be underpricing cable compa-
nies. Yet the most obvious comparison 
point between the two bundles happens 
to be telephony, and that (limited) com-
parison shows cable as cheaper (see fig-
ure 2).

Thus, looking at depth versus breadth 
may also require a consideration of com-
parability of components’ prices.

Different Strategies Matter
There are two reasons to understand and 
differentiate between bundle strategies. 
The obvious one is that if the bundle 
is wrong, or if the wrong bundle price 
is presented to the market, the market 

won’t buy. For example, customers have 
consistently shown that they exact a 
disproportionate penalty on bundles 
that contain substitutes rather than 
complements. Customers are similarly 
punitive if the bundle contains too 
many elements, making it too hard 
to understand the total value they’re 
obtaining. Bundles must be razor sharp 
in purpose and pinpoint targeted. 

The other reason is that different types 
of bundles drive very different operation-
al costs. On the low end of the spectrum, 
all-you-can-eat bundles are typically 
used only with a few very large accounts, 
with the price calculated by judgment 
and use of standard financial reports. 
And because the bill is a single number, 
it is only a slight exaggeration to say that 
anyone with a typewriter can render the 
bill. It is relatively inexpensive to imple-
ment.

On the other hand, the building and 
launch of a linked set of bundles may 
be quite expensive. Therefore, different 
market conditions, objectives and eco-
nomics may make one bundle strategy 
feasible and another undesirable. The 
starting point for that decision, however, 
is always the same: to know that there 
are many alternatives in bundle strategy.

Price Comparison of Current  Bundles 
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Nagle: Yes. When the product performs 
better, when you make it easier for 
people to purchase something or if you 
have exceptionally fast delivery, you 
can charge a higher price. This is how 
many Internet sellers are slowly recogniz-
ing that they can be competitive, even if 
they do not have the lowest prices. I just 
bought flowers over the Internet for my 
wife in the USA. And I didn’t go to the 
lowest-cost provider; rather, I went to the 
one that had the best delivery guarantee. 
Even though I did not pay a super premi-
um price, I’m sure that the florist made a 
great profit. The reason is that the flo-
rist no longer needs to store flowers in a 
retail shop; rather, they are shipped from 
a centralized warehouse. The increased 
transparency is no threat to profitability, 
only to outdated business models.

Interviewer: Today’s businesses have 
many more competitors using low pric-
es to gain market share. How does one 
respond to these types of competitors?

Nagle: One strategy would be to simply 
ignore the most price-sensitive custom-
ers because you don’t make much profit 
on them anyway. However, this allows 
your competitor to establish himself 
with a low-cost pricing model that, over 
time, will undoubtedly move up-market. 
The answer can, therefore, only be to 
have a more strongly segmented pricing 
strategy. The base price is very low, and 
a premium is charged for whatever cre-
ates incremental value for the customer. 
The basic product is sold only to create a 
market presence. Profits are made on the 
sources of differentiation that are not of-
fered by the competition.

Interviewer: That is becoming more 
difficult. Technical advances are of-
ten copied by competitors within a few 
weeks.

Nagle: Managers, in the search for dif-
ferentiation, are often too focused on 
product features. One example: A former 
client of ours manufacturers parts for air 
conditioners. One day, their biggest cus-

tomer announced that he could purchase 
the same parts in China at substantial 
savings. He gave our client a choice: Ei-
ther drop your prices 30% or immedi-
ately lose half of the contract.

Interviewer: What did they decide to 
do?

Nagle: There was a third option. They 
had to ask themselves why the client 
didn’t move the entire contract to China, 
given the phenomenal cost savings. The 
reason was the long delivery times. The 
customer manufactured primarily in 
the month of May and had to place or-
ders for parts in December, without the 
possibility of being able to order more 
afterward. Thus, he wanted to cover a 
portion of his needs with the Chinese 
supplier. Also, he could not receive any 
technical advice from China. Our cli-
ent was able to ask for a price premium 
based on these points of differentiation. 
Today, there is a 25% discount for any 
orders received before January. There is 
now a 20% premium for deliveries with 
lead times of five days or less. Free tech-
nical service is only available for custom-
ers who are loyal to our client. All others 
need to pay extra for it. As a result, pric-
es dropped by 11% instead of 30%. At 
the same time, costs also dropped since 
capacity is used in the winter when in 
the past it stood idle. Our client is now 
more profitable than before.

Interviewer: It’s not always so easy to 
respond to customers? 

Nagle: Many manufacturers are con-
ditioning their customers — especially 
their biggest ones — to believe that 
the price paid is a function of the size 
of the transaction, and not the value 
of the product. When a buyer asks for a 
discount and threatens to go to a com-
petitor, management starts a discussion 
on whether they can afford to lose the 
customer. This is how a customer learns 
that price is a function of buyer power. 
So he starts to play games. For example, 
he might contact a competitor to create 

You Need to Condition Customers to Pay
Thomas Nagle (tom_nagle@monitor 
.com) is CEO of the Strategic Pricing 
Group and a superstar in the pricing 
community. He co-authored with 
John Hogan one of the all-time best-
selling pricing books, “The Tactics 
and Strategies of Pricing,” now in its 
fourth edition. Nagle recently helped 
establish his firm’s practice in Europe. 
This article is a concise view of how 
to condition customers to pay your 
price, excerpted from an interview 
in “WirtschaftsWoche,” the German 
equivalent of Business Week in 
North America.

Interviewer: Mr. Nagle, purchas-
ing organizations and consumers 
today know exactly where to get 
the lowest prices. Many manag-

ers complain, therefore, that they can 
no longer get reasonable prices for their 
products. Are they correct?

Nagle: It is certainly very difficult to 
have more information than your cus-
tomer these days. That worked only so 
long as customers could compare only 
a few dealers or suppliers in their local 
area. The increased transparency, howev-
er, is no threat to profitability. For busi-
nesses, it even offers new opportunities.

Interviewer: But isn’t a low price par-
ticularly important for most customers?

Nagle: Only for a few is it really impor-
tant. Many businesses make the mistake 
of allowing this small contingent of cus-
tomers to dictate their price strategy. Un-
der threat of losing some customers or a 
little market share, they drop their pric-
es. Yet the prices are often not at all too 
high. The problem is that often a com-
pany has not explained to the customer 
how valuable the product is.

Interviewer: Is that a way to achieve 
higher prices?
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a credible threat. The only solution is to 
reverse this dynamic. The customer has 
to understand that the price is based on 
the value delivered, not the ability to ne-
gotiate. He will learn this when a rebate 
is available, for example, only when he 
commits 100% of his business, and not 
because there is a second supplier.

Interviewer: How can managers deter-
mine what a customer will pay for their 
product?

Nagle: There are thousands of market-
ing research organizations that study 
what a customer will pay. But the answer 
is always the same: As little as possible! 
That is a bad methodology. Most firms 
start to think about their value propo-
sition only when they are standing in 
front of the customer and need to jus-
tify their price. That is too late. They 
have to start much earlier by speaking 
with a customer and perhaps negotiating 
a long-term contract. To this customer, 
they need to say: “I’d like to provide bet-
ter service; I need to know how I can 
create value for you.” Because there is no 
price negotiation involved, the customer 
will be more truthful. This is how you 
can determine your value proposition in 
a sensible manner.

Interviewer: Do you have examples?

Nagle: We just advised a business that 
sells paper for catalogs. In order to create 
a successful price strategy for this com-
modity-like product, we have to under-
stand how paper can influence the profit-
ability of the catalog company. It turns 
out that there is huge value in being able 
to deliver paper within nine days in-
stead of 30 days, since the shorter deliv-
ery time provides the catalog company 
an extra 21 days to make changes to the 
content. Another point is the quality of 
the paper: It is more important that the 
color not bleed through in clothing cata-
logs than in travel catalogs. When the 
paper manufacturer approaches the cus-
tomer with this knowledge, he can say 
that fast delivery time is of huge value 
and that his company only charges a 
20% premium.

Interviewer: Advantages like delivery 
times or services are easy to measure. 
But for many products, those do not 
play any role. What other options are 
there for selling to a customer?

Nagle: Psychological or social value 
drivers are indeed hard to measure. But 
even here, managers have to under-
stand the needs of their customers. They 
should think why, for example, does 
someone purchase a car? Is it because it 
is a comfortable means of transporta-
tion? Does it enhance the owner’s image? 
Does it communicate financial status? 
These are all ways to create points of 
differentiation. Then you have to con-
duct interviews with potential customers 
in which you do not ask about cars, but 

about products that they think influence 
their self-image. They may speak about 
their clothes, and when you ask in a tar-
geted manner, you will be able to deter-
mine what status is worth to them. But 
there are fundamental differences in the 
way these values are communicated. In-
stead of hard numbers, customer profiles 
are more suitable.

Interviewer: Many businesses give 
rebates in order to maintain market 
share. Are there any alternatives?

Nagle: Managers are often too fixated 
on their market share. But market share 
does not say anything about profitabil-
ity. We have even advised some clients to 
raise their prices by 20%. By doing this, 
they may have lost 20% of their custom-
ers, but their profitability increased. In 
order to meet short-term volume goals, 

many managers sacrifice their price in-
tegrity. And that is very difficult to re-
gain. A couple of months ago, a new 
spaghetti sauce appeared in the U.S. 
market. It cost three dollars — a dol-
lar more than the norm. I was ready to 
pay the price. But a couple weeks later, I 
could purchase two jars for five dollars. 
What did I do as an intelligent consum-
er? I bought a case! When I went to the 
register, I saw that many other custom-
ers had the same idea. I’ll bet that there 
was a product manager at the manufac-
turer who was complaining that custom-
ers don’t want to pay for quality anymore 
because sales volume always declines 
when there are no discounts. Yet he has 
conditioned customers to act in this 
manner.

Interviewer: Several companies are suc-
cessful with a low-price strategy. What 
are they doing differently?

Nagle: Wal-Mart or Dell had from their 
beginnings different business models 
that substantially lowered their costs. 
Because they could achieve economies of 
scale, they managed to keep their pric-
es low. But in the long-run, it is almost 
impossible to achieve profitable growth 
only through an aggressive pricing strat-
egy. Rock-bottom prices are only sensible 
in the context of a specific strategy. Mi-
crosoft, for example, offers the Windows 
operating system at a low price, but sells 
expensive software. Amazon has sold 
books at low cost in the U.S. for a long 
time in order to build a base of custom-
ers that now also purchases more expen-
sive items.

Interviewer: Do customers willing-
ly pay for the status that a particular 
brand conveys?

Nagle: In fact, they insist on it! Status 
is hard to beat as a generator of price 
premiums. People want to differentiate 
themselves from each other, but they do 
not want to offend anyone. It is absolute-
ly impolite to tell your neighbor that you 
earn more than he does, or to give your 
girlfriend cash to show how valuable she 
is to you.

There are thousands 
of marketing research 
organizations that study 
what a customer will 
pay. But the answer is 
always the same: As 
little as possible!
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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 

Not everything should be priced as 

a commodity. But try telling that to 

the cellular phone industry, where 

competition keeps a tight lid on pric-

ing. Providers of  the “Kosher Phone,” 

however, have found a way to con-

trol costs and enable creative pric-

ing. This article was written by the 

Harrison Pricing Strategist Group 

(www.harrisonpricing.com). It first 

appeared in the company’s July 2006 

“Pricing Strategist” newsletter and is 

being reprinted with permission.

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 


