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The best B2B enterprises win by 
selling differentiated products 
and offerings. They win prof-
itably by realizing prices that 

reflect the customer value of their differ-
entiation. They win profitably and con-
sistently by understanding, quantifying 
and communicating the value of their 
products to their customers. 

Embedding customer value in a B2B or-
ganization has tangible benefits quanti-
fied in a number of studies. The evidence 
indicates that implementing a value 
based-pricing strategy improves EBITDA 
by an average of 8%1. Estimates of the 
ROI of investing in value based strategies 
range from 130% to 900%2. Making an 
organization fluent in the language of 
customer value using a common frame-
work can be transformative.

How Customer Value Helps 
Strategies based on customer economic 
value are deployed in a number of ways 
in B2B companies. They are used in 
product planning and decision-making 
for new product launches. They are used 
to improve the performance of existing 
products. Understanding quantified cus-
tomer value helps B2B product teams de-
sign products that customers will value, 
make go/no go development decisions, 
set value based prices, devise approaches 
to market segmentation and design offer-
ing and bundling strategies. 

Value-based strategies help marketing 
and sales teams execute by making mar-
keting material more impactful and by 
providing pre-sales and sales teams with 
specific, tailored value propositions for 
individual customers. Communicating 
value and engaging customers in con-
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As a place to start deploying customer 
value, product launch has the added 
benefit that it is usually the point in a 
product’s life cycle that commands the 
most marketing resources and where the 
sales training opportunities are greatest.

versations about their business gener-
ates trust and focuses attention on how 
a product is differentiated. Capturing 
value becomes a clear organizational ob-
jective. Closing more deals at reduced 
average discounts and increased aver-
age prices becomes a clear organizational 
result.

Implementing Value Based 
Strategies Rapidly
Value-based strategies can be imple-
mented quickly, but fast results require 
a practical, flexible approach to roll-out. 
Some organizations view every initiative, 
including value strategy initiatives, as 
massive, complex, global deployments. 

This general approach is not surprising as 
it is often the way that new products are 
launched and that new IT systems are 
rolled out. Frequently new CEOs or new 
CMOs want to put their stamp on an 
organization. 

This tendency toward grand design can 
work if staged and prioritized appropri-
ately but it can also bog things down, 
resulting in plans for value deployment 
that try to boil the ocean. Examples of 
grand value strategy blueprints or direc-
tives typical of this approach include the 
following:

•	 a requirement to build out value prop-
ositions for all products before start-
ing to deploy any of them in sales

•	 a plan to launch a value strategy to all 
customer facing personnel simultane-
ously

•	 a strategy that initiates value commu-
nication with complex value proposi-
tions designed to discuss all possible 
bundles of a business unit’s product 
line

•	 a requirement that all possible cus-
tomer segments and all possible com-
petitors have a value proposition be-
fore starting to deploy any in sales

Many of these grand designs are destined 
for chaos or failure, especially if their im-
peratives are rigidly enforced. Building 

value fluency and capabilities, by defini-
tion, requires an investment and is sub-
ject to uncertainty. Starting fast, where 
the ROI of this investment is likely to be 
high, is invariably a good idea. 

Find the Low Hanging Fruit 
for Value Strategy Success
Fortunately, implementing a value strat-
egy doesn’t require a massive data base 
integration or a simultaneous cross-func-
tional, multi-divisional rollout. Success-
ful deployments of customer value can 
start fast on a limited scale and achieve 
early success. 
The learnings 
from that success 
can then drive 
effective expan-
sion and scale-
up. 

There are five 
key dimensions 
to consider in 
picking good 
places to pilot or 
implement a value strategy: 

1. Choose Differentiated Offerings. 
Some products are more differentiated 
than others. Some offerings are better, 
not because the product itself is differ-
entiated, but because the services and 
support that are provided as part of the 
offering are clearly differentiated. Quan-
tifying customer economic value is only 
feasible when you have identified the 
features of your offering that give you a 
competitive edge. Quantified economic 
value is only persuasive when there is a 
clear competitive benefit of your offering 
to the customer. Starting a value strategy 
with clearly differentiated offerings helps 
organizations spend scarce time and 
bandwidth on efforts that will pay off. 

2. Choose Strategically Important Of-
ferings. Some offerings are more impor-
tant than others. Picking strategically 
important products for a value strategy 
maximizes ROI and helps focus organi-
zational attention and resources. New 
products in preparation for launch are 
often central to a company’s strategy for 
profitable growth and represent a good 

starting point for focusing on customer 
value. It can be just as fruitful to focus 
on key existing products with significant 
growth potential from targeting new 
market opportunities. Sometimes key ex-
isting products can realize their growth 
potential with current target markets by 
turbocharging product messaging. 

Finally, a more mature product facing a 
competitive threat and eroding margins 
is often fertile territory for a strong value 
proposition. Good sales people forced to 
play defense in a competitive situation 

are often motivated and knowledgeable 
enough to arrive at effective value propo-
sitions rapidly. Sometimes the best sales 
people have already built and learned 
how to deliver a customer value spread-
sheet on their own. It can be surprising 
how often the hard work may already be 
done and all an organization needs to do 
is to scale that work effectively. 

3. Choose a High ROI Stage in the 
Product Life Cycle. Starting with value 
selling is not the only productive way to 
get under way. It often makes sense to 
start in product development because R 
& D is costly and understanding value 
helps improve customer-centricity early 
in the product design process. Start-
ing with a product in preparation for 
launch is a choice frequently made, not 
just because the product is strategically 
important, but also because there are 
so many places in a launch where un-
derstanding customer value can have a 
large impact on its success or failure. At 
launch, designing alternative offerings is 
often an important part of the program. 
At launch, the pricing strategy needs to 
be well formulated. Quantified custom-
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er value is often the best basis for new 
product price setting, given that historic 
transaction data are useless or mislead-
ing. Good segmentation strategy based 
on customer value can provide large pay-
outs at launch. As a place to start deploy-
ing customer value, product launch has 
the added benefit that it is usually the 
point in a product’s life cycle that com-
mands the most marketing resources and 
where the sales training opportunities 
are greatest.

4. In Value Selling, Keep Objectives 
and Language Simple. Regardless of 
the product situation, it always makes 
sense to start value selling with clear, 
simple objectives. Trying to scale cus-
tomer conversations about the economic 
value for multiple bundles of numerous 
products showing too many value driv-
ers is bound to fail. It doesn’t take an 
expert in cognitive psychology to realize 
that the most effective messages are clear, 
simple and highlight no more than 3 or 
4 key points for sales to communicate on 
a single sales call. 

The fundamental principles of good mar-
keting should not be ignored just be-
cause math is part of the conversation. 
While a detailed understanding of the 
minutiae of a customer’s business may 
provide a solid foundation for a good 
value conversation, the basic messages 
should be clean, simple and direct, sup-
pressing any complexity. Value messages 
must be distilled into a few clear points 
to engage the customer in an effective 
business conversation.

5. Start Value Selling with Teams 
Who Get It. Not all sales people are cre-
ated equal. To pilot and test value sell-
ing, choose reps in the right hand side 
of the bell shaped curve for rep perfor-
mance. Some generalist sales person-
nel, e.g. key account managers, have the 
experience, motivation and skill set to 
elevate their dialog with customers. Hav-
ing understood their customer’s business 
all along, it is natural for them to supple-
ment their customer conversations with 
quantified, bottom-line value. They al-
ready sell differentiation; tailored value 

propositions, well presented, are an im-
pactful extension of what they do. The 
best B2B account managers recognize 
the role of different customer stakehold-
ers in complex purchasing decisions and 
economic value becomes a way to have 
a customer-focused conversation, build 
credibility and generate business spon-
sorship, countering the barriers and ob-
jections of Procurement. 

Some customer-facing teams, like spe-
cialist or technical sales, have the apti-
tude and bandwidth to connect technical 
specifications to quantified value. These 
specialists are often best suited to have 
detailed diligence conversations where 
customers drill into technical detail and 
kick the tires on the value of your offer-
ing. 

In sum, targeting fast success and high 
ROI is a good planning principle for em-
bedding customer value successfully. In 
many cases, focusing on new products, 
on key, differentiated existing products 
or on large, long-cycle sale opportuni-
ties make sense. But every company and 
every situation is different. Value strate-
gies are deployable in a way that is adapt-
able and can be responsive to these dif-
ferences. 

Many successful organizations deploy 
value using an “agile” method or ap-
proach. Agile deployment involves: (1) 
designing to limited objectives, (2) de-
veloping an initial version in sprints, (3) 
testing v1 quickly and (4) iterating rap-
idly to improved versions. Agile deploy-
ment of customer value can obtain early 
success by targeting low-hanging fruit 
and focusing resources and training on 
the best opportunities. 

An agile approach has the benefit that 
successful tactics and positive results are 
contagious. A few war stories of good 
product launch decisions or of success-
ful deal negotiations, properly broadcast, 
can build momentum and help make the 
language of value go viral. Agile style de-
ployment also helps identify what works 
and what doesn’t, continuously improv-
ing approaches to quantifying value, 

making decisions, designing good value 
propositions and deploying them to en-
gage customers effectively. As a result, 
demonstrated success unlocks the sus-
tainability and growth of customer value 
as a central business driver.
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Start value selling with 
teams who get it. Not 
all sales people are 
created equal.
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Production capacities of the base chemi-
cal industry are periodically extended 
to meet growing market demand. Due 
to short-term volatility, however, their 
timing is seldom right: It is either too 
late to capture the upswing or demand 
is stagnating when new supply hits the 
market. But how can a company suc-
cessfully position new capacity without 
inadvertently starting a price war or 
jeopardizing the product’s value? Dr. 
Andrea Maessen is Partner at Simon-
Kucher & Partners and heads the 
Global Chemicals Industry competence 
center based in Cologne, Germany 
(andrea.maessen@simon-kucher.com). 
Jan Haemer is a Senior Consultant 
at Simon-Kucher’s Global Chemicals 
Industry competence center based in 
Frankfurt, Germany (jan.haemer@
simon-kucher.com).

Marketing New Capacities –  
A Non-Aggressive Approach

Figure 1: Capacity share in relation to mar-
ket share

Capacity position 
and the cost to serve 
customers drive market 
share targets.

Developing new capacities in 
asset-intensive industries 
such as the chemical indus-
try means making significant 

investments and often involves consid-
erable lead time. Therefore, even in dif-
ficult market environments, sharehold-
ers demand to get the returns on their 
investments. On the one hand delaying 
the start of production in order to match 
demand is not an option, on the other 
hand efficient production means selling a 
minimum volume (base load). On top of 
this, if a company is positioned more up-
stream in the value chain, its options to 
absorb new production volume by shift-
ing between products in the portfolio or 
across customer segments is considerably 
more limited.  
 
Consider a typical upstream business 

model: A product is being sold to ten 
key customers, which account for over 
80 percent of the product sales volume. 
With global standards for the product, 
price levels are quite transparent and, 
respectively, customer sensitivity to price 
changes is high. 

Managers operating in such an environ-
ment are usually well aware that uncon-
trolled prices move downwards, possibly 
causing a chain reaction and destroying 
product value, prices and margins alike. 
Nevertheless, it is still fascinatingly com-
mon to focus on volume and try to fill 
capacity when it comes to defining vol-
ume and price targets in order to market 
new capacities. To lower aggressiveness, 
companies need to follow three steps: set 
balanced targets, break targets down into 
detailed account-plans, evaluate the di-
verse pricing options to reward custom-
ers and finally protect product value. 

Setting balanced market 
share targets
If a supplier is willing to invest in a new 
capacity, they are clearly committed to 
serving their customers in a market and 
supporting their growth. In return, they 
can expect to supply a fair market share. 

The capacity position, therefore, is an 
important driver for setting the right 
market share targets. Market or customer 
access, driven by cost-to-serve consider-
ations, might influence the translation of 
capacity shares into market and supplier 
share targets. If customers or markets are 
located far away from the plant or are 
comparatively cost-intense to serve, the 
appropriate share target might be lower 
than the pure capacity share. However, 
the basic assumption holds that the mar-
ket shares should be aligned with the re-
spective capacity shares.

Now, let’s have a look at the following 
case (see Figure 1): After a period of stag-

nating demand, supplier B is overrep-
resented in his market compared to his 
capacity share. Supplier A, who is per-
ceived as having a strong focus on mar-
ket share, is in fact under-represented. 
In this situation, supplier C adds capac-
ity, leading to an under-representation 
in the market. Instead of sticking to and 
fighting for volume targets which were 
originally defined, supplier C stuck to 
his new market share target and strictly 
controlled his own volume aggression. At 
the same time, supplier C kept the mid-
term volume targets based on his de-
mand expectations.

Deciding where to  
grow volume 
When new capacity is ramped up, there-
by changing suppliers’ market share 
targets, they need to develop customer-
specific action plans that break the new 

 

Picture 1: Capacity share in relation to market share  

Now, let’s have a look at the following case (see Picture 1): After a period of stagnating demand, 
supplier B is overrepresented in his market compared to his capacity share. Supplier A, who is perceived 
as having a strong focus on market share, is in fact under-represented. In this situation, supplier C adds 
capacity, leading to an under-representation in the market. Instead of sticking to and fighting for volume 
targets which were originally defined, supplier C stuck to his new market share target and strictly 
controlled his own volume aggression. At the same time, supplier C kept the mid-term volume targets 
based on his demand expectations. 

Blockquote: “Capacity position and the cost to serve customers drive market share targets.” 

Deciding where to grow volume  

When new capacity is ramped up, thereby changing suppliers’ market share targets, they need to 
develop customer-specific action plans that break the new targets down into volume targets for 
individual accounts. Since an account-specific volume growth target typically leads to a change in the 
supply shares with one supplier gaining and the other(s) losing share, it is essential to thoroughly assess 
which accounts to grow. 

Imagine being a preferred supplier at a specific account for years with a supply share of around 60 
percent. If another supplier with new capacity approached this account, you would likely aim to protect 
your position and supply share. However, for a second supplier with a minor supply share (8 to 10 
percent) at another account, letting it go might generally be easier. Taking into account such potential 
competitive reactions helps identify which accounts to grow without causing (too) much aggression. 
Growing volume and increasing supply shares is, therefore, more reasonable at existing accounts with 
established positions and relationships than intending to change accounts where you currently have low 
supply shares and lack stable relationships. Supply shares of 80 to 90 percent at individual accounts, 
however, limit growth options from the customer site since they themselves will insist on multi-sourcing 
or second supplier policies. Using available customer intelligence and mapping the total customer 
demand and supply shares as illustrated in picture 2 helps to assess and prioritize accounts for volume 
growth and volume shifts. 

mailto:andrea.maessen@simon-kucher.com
mailto:jan.haemer@simon-kucher.com
mailto:jan.haemer@simon-kucher.com
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targets down into volume targets for in-
dividual accounts. Since an account-spe-
cific volume growth target typically leads 
to a change in the supply shares with one 
supplier gaining and the other(s) losing 
share, it is essential to thoroughly assess 
which accounts to grow.

Imagine being a preferred supplier at a 
specific account for years with a supply 
share of around 60 percent. If another 
supplier with new capacity approached 
this account, you would likely aim to 
protect your position and supply share. 
However, for a second supplier with a 
minor supply share (8 to 10 percent) at 
another account, letting it go might gen-
erally be easier. Taking into account such 
potential competitive reactions helps 
identify which accounts to grow without 
causing (too) much aggression. 

Growing volume and increasing supply 
shares is, therefore, more reasonable at 
existing accounts with established posi-
tions and relationships than intending 
to change accounts where you currently 
have low supply shares and lack stable 
relationships. Supply shares of 80 to 90 
percent at individual accounts, however, 
limit growth options from the customer 
site since they themselves will insist on 
multi-sourcing or second supplier poli-
cies. Using available customer intelli-
gence and mapping the total customer 
demand and supply shares as illustrated 
in figure 2 helps to assess and prioritize 
accounts for volume growth and volume 
shifts.

When assessing the opportunities for 
volume growth and prioritizing the ac-
counts, also the expected growth rate of 
the account and competitive positioning 
in terms of product and service perfor-
mance have to be factored in. 

Providing price incentives
Simply lowering prices for targeted ac-
counts in the hope of gaining market 
volume is risky. Customers might expect 
these special conditions for their entire 
volume. Even worse, they might use the 
lower price to re-negotiate prices with 
other suppliers and induce a value-de-
stroying chain reaction, ultimately lead-
ing to a price war among suppliers.

It is a far better approach to utilize per-
formance-based price incentives that 
help link price concessions to perfor-
mance targets, avoiding inappropriate 
expectations and unintended price spi-
rals. Incremental volume rebates, for ex-
ample, applied only to an additional vol-
ume offered, are an enormously effective 
instrument to reward key customers. 

Paid as an annual or biannual reimburse-
ment, these performance-based rebates 
ensure that the negotiated price con-
cession is given only after the customer 
has reached the targeted volume. These 
concessions should not be shown on the 
invoice to reduce transparency for other 
customers. 

Volume rebates can also be used as an 
effective instrument to protect volume. 
If, for example, a customer reduces their 
volume, the rebate can be significantly 
lowered. Hence, there is an incentive for 
a customer to keep the volume stable. 
Another alternative of giving perfor-
mance-based price incentives is to link 
the price concession to the purchase of 

other products in your portfolio, which 
avoids cherry picking (depends on legal 
restrictions). 

All these instruments work out only if 
the sales team is trained accordingly and 
is able to effectively communicate the 
price incentives to the customer. 

Summary
When marketing a new capacity, manag-
ers are well aware of the risk of destroy-
ing value, but often fail to align their 
own strategy. Following a non-aggressive 
approach, they have to connect market 
share targets with their capacity posi-
tion. They have to transfer the new mar-
ket targets to account plans that have 
been well thought through at selected 
target accounts. Furthermore, perfor-
mance-based price incentives ensure that 
customers actually fulfil the targeted 
volume without affecting market price 
levels. Lastly, information must be com-
municated clearly to both customers and 
sales teams to secure internal buy-in and 
manage customer expectations.

 

Picture 2: Mapping supply shares of customer portfolio 

When assessing the opportunities for volume growth and prioritizing the accounts, also the expected 
growth rate of the account and competitive positioning in terms of product and service performance 
have to be factored in.  

 
Blockquote: “Account plans need to reflect the market share targets and show where to grow 

volume.” 

Providing price incentives 

Simply lowering prices for targeted accounts in the hope of gaining market volume is risky. Customers 
might expect these special conditions for their entire volume. Even worse, they might use the lower 
price to re-negotiate prices with other suppliers and induce a value-destroying chain reaction, ultimately 
leading to a price war among suppliers. 

It is a far better approach to utilize performance-based price incentives that help link price concessions 
to performance targets, avoiding inappropriate expectations and unintended price spirals. Incremental 
volume rebates, for example, applied only to an additional volume offered, are an enormously effective 
instrument to reward key customers. Paid as an annual or biannual reimbursement, these performance-
based rebates ensure that the negotiated price concession is given only after the customer has reached 
the targeted volume. These concessions should not be shown on the invoice to reduce transparency for 
other customers. Volume rebates can also be used as an effective instrument to protect volume. If, for 
example, a customer reduces their volume, the rebate can be significantly lowered. Hence, there is an 
incentive for a customer to keep the volume stable. Another alternative of giving performance-based 
price incentives is to link the price concession to the purchase of other products in your portfolio, which 
avoids cherry picking (depends on legal restrictions).  

All these instruments work out only if the sales team is trained accordingly and is able to effectively 
communicate the price incentives to the customer.  

Figure 2: Mapping supply shares of customer portfolio

Account plans need 
to reflect the market 
share targets and show 
where to grow volume.

Performance-based 
rebates reward 
targeted customer 
behaviors and protect 
volume and value alike.
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Price is Not (Always) the Most Important  
Driver to Customer Purchasing Behavior 

We all know that price is an important 

driver to customer purchasing behav-

ior, but is it the most important factor? 

Not always. Customers buy because of 

many factors, and as long as the price 

is somewhat right, price itself may 

never enter the purchase tradeoff deci-

sion itself, as this article explains. Tim 

J. Smith is the managing principal at 

Wiglaf Pricing, adjunct professor at 

DePaul University, a frequent PPS 

speaker, instructor and presenter, and 

the Academic Advisor for the Certified 

Pricing Professional designation.  His 

most recent book is Pricing Strategy:  
Setting Price Levels, Managing Price 
Discounts, & Establishing Price 
Structures (South-Western Cengage 

Learning, 2012). He can be reached at 

tsmith@wiglafpricing.com. He will be 

leading a workshop entitled “Pricing 

and Corporate Strategy” at the PPS 

10th Annual Conference in Barcelona 

on 26 November 2014.

In Econ 101, we are taught that 
lower prices lead to higher sales 
volumes. In sales, we hear directly 
from customers that the prices are 

high and they want a discount. And in 
marketing communications, we learn to 
“sweeten the offer” in promotions and 
advertising. But is price really the most 
important driver to customer purchasing 
behavior?

No. Not always.

The truth is, customers don’t buy be-
cause of price alone. They buy because of 
many factors: They like the brand. They 
want to try the one they heard about on 
Facebook from their friends. They want 
the light-up bottle of vodka to show off. 
They need a specific set of functionality. 
They don’t want too much nor too little. 
They want it in orange. They may pre-
fer something else, but it isn’t available 
where they are now.

Yet, despite these other drivers to choice, 
which are part and parcel of the market-
ing mix explored by every decent intro to 
marketing course, when you have been 
working for a while in pricing, you get 
used to professional cohorts and clients 
saying “we have to have a lower the price 
on this, at least for this sale.”

Why?

Don’t they believe in their product? 
Don’t they believe that they packaged 
and promoted it right? Don’t they believe 
they are putting it in the right place at 
the right time – where and when a cus-
tomer needs it?

Yes, but: they want a lower price.

Fine. Try it. See if it works. (Evidence-
based learning usually helps organiza-
tions, and pricing professionals can rare-
ly pull-off a power play.)

And, does it work? Often, no. Lower 
prices don’t lead to higher sales volumes 
in many cases.

Why not? Because, price is not the only 
deciding factor in customer purchasing 
decisions.

In fact, as long as the price is somewhat 
right, price itself may never enter the 
purchase tradeoff decision itself. Some-
what right means it isn’t too low (where 
the customer purchases but the company 

makes no money) and it isn’t too high 
(where the customer starts to ask if it is 
worth it or if it can fit within their bud-
get), but somewhere between these two 
extremes.

From my studies in the physics, chemis-
try, and mathematics, I recognize this as 
a boundary problem. In boundary phys-
ics, all the action happens in the bound-
ary of the phase change between the two 
states.

The situation just described is just that. 
At one boundary, the price goes from 
being too high to being about right (no-
purchase to purchase upper boundary). 
At the other boundary, the price goes 
from being too low to being about right 
(unprofitable to profitable sales lower 
boundary).

If we have two boundaries, then the 
role of pricing is to learn where those 
boundaries are and encourage their 
cohorts to stay within the boundary 
guiderails. As long as the price is in the 
guiderails, variations in price won’t affect 
sales volume much.

Is this true? Yes. In study after study we 
have found products where price varia-
tions had no measurable effects on sales 
volumes. This was found in consumer 
and business markets, services and prod-
ucts, durable and consumable offerings. 
And these actual business findings are 
grounded in academic and theoretical 
studies of pricing and customer purchas-
es.

Realistically, prices look like that shown 
in the blue or orange curve in the graph 
on the following page. Econ 101 may 
use a smooth downward sloping curve 
as shown in grey, but Econ 101 doesn’t 
capture all the beauty of real life. It only 
provides a glimpse at overarching trends 
and does it at a simplified level appropri-
ate for 18-year olds.

mailto:tsmith@wiglafpricing.com
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Figure 1In real life, prices above a certain point 
leads to few to no sales, prices below a 
certain point leads to as many sales as 
can be delivered. Between these two 
points, the sales transitions. That transi-
tion can be a stark shift, such as shown 
in the orange curve, or a smooth shift, 
such as that shown in the blue curve.

Stark price indifference can cover a wide 
range of prices. In consumer markets, 
I have seen price variations as large as a 
factor of 2 make no measurable differ-
ence in sales volumes, even over extend-
ed periods of times. In business markets, 
I have seen price differences up to 10% 
which again, had no measureable im-
pact on sales volumes, even over the long 
term.

Taking advantage of stark price indiffer-
ences is an easy means to improve value 
capture. Prices can go up, up to a point, 
and have no measurable effect on sales 
volumes. Customers still find value in 
the offering, still purchase, and still like 
the company that produces it. And that 
company enjoys a bit more profit on each 
sale that it can re-invest in creating the 
next customer pleasing market disrup-
tion.

Taking advantage of smooth price in-
differences is a bit more challenging. It 
requires carefully designing price promo-
tions and discounts to target specifically 
those customers lower in the price to vol-
ume curve, while leaving those custom-
ers higher in the price to volume curve 

unaffected. This is no easy task, but it 
can be done, at least partially.

As for the gray Econ 101 curve, I am 
sure something like it occurs at the in-
dustry level, at least some of the time. 
But I don’t make industry-level pricing 
decisions. I advise on individual firm-lev-
el pricing decisions. That is, the decisions 
normal people in business actually can 
make and impact.

So next time someone asks for a price 
discount or sales promotion, ask your-
self: What does my curve look like? 
Where are the boundaries of too high 
and too low? Is the transition stark or 
smooth? And, can I do something else 

that removes this issue from the pur-
chase decision itself? Then weigh in on 
the decision.

Nothing is as hard as learning that what 
you thought was true actually isn’t true, 
especially when people tell you it is right 
but they are wrong. But nothing is more 
destructive than doing what is wrong 
over and over again in hoping that the 
right thing happens in the end. Grow 
up. We aren’t in Econ 101 anymore. 
Make the phase transition to pricing 
within your boundary guiderails, prefer-
ably on the upper end of those guiderails. 
As long as you are in the guiderails, you 
may be able to remove price as a driver to 
customer purchase decisions.

 

Stark price indifference can cover a wide range of prices.  In consumer markets, I have seen price 
variations as large as a factor of 2 make no measurable difference in sales volumes, even over extended 
periods of times.  In business markets, I have seen price differences up to 10% which again, had no 
measureable impact on sales volumes, even over the long term. 

Taking advantage of stark price indifferences is an easy means to improve value capture.  Prices can go 
up, up to a point, and have no measurable effect on sales volumes.  Customers still find value in the 
offering, still purchase, and still like the company that produces it.  And that company enjoys a bit more 
profit on each sale that it can re-invest in creating the next customer pleasing market disruption. 

Taking advantage of smooth price indifferences is a bit more challenging.  It requires carefully designing 
price promotions and discounts to target specifically those customers lower in the price to volume 
curve, while leaving those customers higher in the price to volume curve unaffected.  This is no easy 
task, but it can be done, at least partially. 

As for the gray Econ 101 curve, I am sure something like it occurs at the industry level, at least some of 
the time.  But I don’t make industry-level pricing decisions.  I advise on individual firm-level pricing 
decisions. That is, the decisions normal people in business actually can make and impact. 

So next time someone asks for a price discount or sales promotion, ask yourself: What does my curve 
look like?  Where are the boundaries of too high and too low?  Is the transition stark or smooth?  And, 
can I do something else that removes this issue from the purchase decision itself?  Then weigh in on the 
decision. 

Nothing is as hard as learning that what you thought was true actually isn’t true, especially when people 
tell you it is right but they are wrong.  But nothing is more destructive than doing what is wrong over 
and over again in hoping that the right thing happens in the end.  Grow up.  We aren’t in Econ 101 
anymore.  Make the phase transition to pricing within your boundary guiderails, preferably on the upper 
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In this article, the author examines Ap-
ple’s approach to market competition, 
specifically in relation to the upcom-
ing launch of their new line of luxury 
watches, and outlines how companies 
can mimic Apple’s strategies to move 
away from commodity status and stop 
competing with the cheapest players in 
the market. Reuben Swartz is Presi-
dent of Mimiran, LLC, a PPS CPP 
Faculty member, and a frequent PPS 
contributor and conference presenter. 
His online pricing training courses can 
be accessed at www.PricingSociety.com 
and he can be reached via www.miri-
man.com or at reuben@mimiran.com. 
Mimiran’s online proposal application 
lets sales teams execute pricing strategy 
without sacrificing time to create and 
close proposals.

Apple Watch, Value, Price,  
and Frame of Reference

John Gruber recently had an in-
depth piece about Apple Watch over 
on DaringFireball. It’s well thought-
out, but what’s particularly interest-

ing is his guess at the prices of the three 
different tiers. Apple announced that the 
watch would start at $349, which clearly 
is for the sport version. The regular edi-
tion and the “Edition”-edition will be 
more. Gruber thinks much more:

My guesses for starting prices:

•	 Apple Watch Sport (aluminum/glass): 
$349 (not a guess)

•	 Apple Watch (stainless steel/sapphire): 
$999

•	 Apple Watch Edition (18-karat gold/
sapphire): $4999

In short: hundreds for Sport, a thousand 
for stainless steel, thousands for gold. Most 

people think I’m joking when I say the gold 
ones are going to start at $5,000. I couldn’t 
be more serious. I made a friendly bet last 
week with friends on the starting price for 
the Edition models, and I bet on $9,999.

The lowest conceivable price I could see 
for the Edition models is $1,999 — but 
the gold alone, just as scrap metal, might 
in fact be worth more than that.

Gruber knows Apple better than most 
— although he was slightly off on his 
projections for the pixel count of the 
iPhone 6 Plus, not expecting Apple’s 
downsampling – and I think he’s right 
about the pricing. Not just because of 
the price of the gold, but because as he 
points out the in the article, the market 
for the more expensive watches is not 
people who currently wear $200 smart 
watches, it’s people who do or might 
wear $10,000+ watches.

There’s a limit here because technology 
advances will make the Apple Watch 
obsolete, and thus a worse “investment” 
than traditional luxury timepieces (al-
though Gruber mentions that it’s pos-
sible that Apple could upgrade the com-
puter-on-a-chip inside the watch). But 
the point is that Apple is not interested 
in making a device that competes on 
price with the Pebble; they want to make 
the best watch in the world, at least for 
some set of people. Gruber points out 
that Apple never uses the term “smart 
watch,” which connotes a commodity 
technology product, and the dropping of 
the “i” moniker is a deliberate move to 
position the Apple Watch as a traditional 
watch.

The way Apple has approached this 
market is probably something only they 
could do. However, the philosophy of 
the approach is something that many 
businesses can and should emulate. In 
other words, rather than trying to com-
pete on price in a very red ocean, figure 

out how to deliver something that part 
of the market – your part of the mar-
ket – will find extremely valuable, that 
you can charge a premium for, to build a 
great company that can keep delivering 
cool things to help customers. Let’s con-
sider services businesses, who all have to 
compete with offshore competitors who 
quote absurdly low rates. Some of the 
offshore firms also now have to deal with 
even cheaper competitors. If your hourly 
rate is the only thing that differentiates 
you, you’re going to get the hourly rate of 
your cheapest competitor.

However, if you do something valuable 
for your customers, your hourly rate be-
comes less important, sometimes even 
irrelevant. First, because the customer 
know you need fewer hours. Secondly, 
because if the buyer has a million dollar 
problem, getting it solved next month for 
$200,000 is a great deal vs maybe get-
ting it solved in 4 months for $100,000. 

If you’re currently charging commodity 
rates, this might sound absurd, but there 
are many service-oriented companies 
who were thrilled to be making $100/
hour and are now confidently charging 
$300/hour, their sales higher than ever, 
because they are delivering great results 
and getting paid for it.

In addition to simply making more 
money, which is great, these people have 
figured out how to solve higher level 
problems for their customers. They inter-
act with higher-level people. They work 
on more interesting projects. They enjoy 
work more.

They have, if I may, “Apple-ified” their 
business, deliberately moving away from 
commodity status. You don’t have to be 
the most powerful tech company on the 
planet to do that. You just have to stop 
competing with the cheapest players in 
the market and start competing to solve 
real problems.

http://daringfireball.net/2014/08/larger_iphone_display_conjecture
http://daringfireball.net/2014/08/larger_iphone_display_conjecture
http://daringfireball.net/2014/08/larger_iphone_display_conjecture
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