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I abhor across-the-board price in-
creases; they have no connection to 
value and are driven by laziness and 
fear. Any price adjustment should be 

based on value.

If the value is strong, there is an op-
portunity either to raise prices or grow 
share. If the value is weak, pricing must 
be adjusted accordingly to protect your 
brand. Otherwise, you risk becoming ir-
relevant. Not all your products have the 
same value to the customer, and that’s 
why across-the-board price increases are 
so absurd.

Good pricing means knowing where 
your power is — and where it is not. For 
example, it may not be enough to take a 
product with real pricing power up 5%. 
By contrast, taking a product with no 
pricing power up by the same amount 
may be suicide.

We know intuitively that some prod-
ucts have pricing power and others do 
not. I have made it a habit to call prod-
ucts with real pricing power your “lake-
front property.” Why? Properties set on 
the lakefront in a new development are 
the first to sell, whereas the least desir-
able ones on the side road are the last. 

But that’s because neither of them is 
priced properly. The lakefront property 
is typically underpriced, so it sells quick-
ly, while the side-road property is over-
priced and sells slowly.

We tend to undervalue our most valuable 
offering and overvalue our least valuable 
one, because we have a cost-based pricing 
mentality – if the cost is not that differ-
ent, why should the price be? But cus-
tomers don’t care about your costs; they 
care about the value of your offering to 
them.

Once you understand the mentality of 
value, all kinds of opportunities open up. 
Some examples:

At the Olympics, figure skating is “lake-
front property;” demand always exceeds 
supply, and television viewing is at its 
highest for the gold medal performances. 
To capitalize on this “lakefront proper-
ty,” the tickets at a recent Olympics were 
auctioned off rather than pre-priced. 
Guess what happened? The tickets to the 
finals sold for as much as $10,000 a seat 
– astronomically higher than ever before.

Professional baseball has begun to rec-
ognize its lakefront pricing. Who does 
everybody love to hate in baseball? The 
Yankees, of course – unless you’re a Yan-
kees fan. Management realized that 
ballparks were selling out whenever the 
Yankees came to town, but when out-
of-division teams were playing, ticket 
sales were down. So now some ballparks 
have three classes of tickets: the Classics, 
which are the highest priced and include 
teams like the Yankees, Red Sox and a 
few others; division teams, which are ri-
vals in the same division; and out-of-di-
vision teams, which are priced the lowest 
because they generate the least interest.

William Marriott Jr. (of Marriott Hotels) 
relates that he wanted to buy a prop-
erty for a new hotel. However, he found 
it was just too expensive, until someone 
in the organization suggested charging 
more for ocean views. The company did 

just that and was able to proceed with 
the deal.

Google AdWords is the ultimate lake-
front-property pricer; the more valuable a 
search word is, and the higher you want 
to be listed when someone does a search, 
the more you pay.

You may be thinking: That’s great for 
professional sports, hotels and the Web, 
but how do I make this concept work 
for my organization? It doesn’t matter 
what business you are in; the principle of 
lakefront property applies. You just have 
to determine your company’s lakefront 
property and price it accordingly. Ask 
yourself: Where does demand exceed 
supply in my business?

My brother, a successful advertising 
executive, asked me what the lakefront 
property was in his business. In advertis-
ing, it’s all about the next hot campaign. 
The people with the best track record for 
producing results are the ones that cli-
ents most want working on their cam-
paign. Therefore, the solution is to raise 
prices for your high-powered creative tal-
ent rather than giving away their time to 
subsidize the efforts of everyone else.

A certain amount of confidence needs 
to be applied in pricing — you must 
believe in your lakefront property. After 
all, if you don’t believe in it, why should 
the customer? Conversely, if custom-
ers do believe in the value of your lake-
front property and you are not pricing 
it accordingly, they’re never going to tell 
you. They’ll just thank their lucky stars 
you’re giving them such a good price. 
You might recall an Ikea ad campaign 
in which a lady thought she had gotten 
such good prices that she hopped in the 
car and told her husband to drive fast be-
fore the store realized what it had done.

That’s funny, but you won’t be laugh-
ing if your customers feel the same way 
about how you are pricing your lakefront 
property!

Solid pricing strategy is based on know-
ing the value of your offering and pric-
ing accordingly, right? So why do so 
many companies make the mistake of 
applying across the board price increas-
es? In this article, the author candidly 
explains why these pricing decisions 
are poorly planned and ill fated. Paul 
Hunt is the president of Pricing Solu-
tions, a global pricing consultancy, and 
a frequent PPS contributor, instruc-
tor and presenter. He can be reached 
at phunt@pricingsolutions.com and 
his online pricing courses can be found 
at www.PricingSociety.com. He also 
writes a pricing column that appears 
monthly in the Financial Post (www.
financialpost.com).
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