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Upcoming Events
23rd Annual PPS Spring Conference: InterContinenal Chicago O’Hare 
Hotel; May 8-11, 2012. Workshops offered include:

Two-Day Workshops (May 8-9) – Core Pricing Skills (Kent Monroe) / 
Consumer Products (Frank Luby)

One-Day Workshops (May 8) – In Pursuit of Value (Rich Eagles & Oliver 
Griebl) / Sales & Profit Growth through a Pricing Improvement Initiative 
(Robert Sherlock) / The Pricing Story – Decisions & Outcomes Case Studies 
(Tim Smith)

One-Day Workshops (May 9) – Extracting Full Value from New Product 
Launches (Madhavan Ramanujam) / The First & Second Laws of Pricing 
(Ron Baker) / A Framework for Implementing Value-Based Pricing in Your 
Organization (Harry Macdivitt) / Building a High Impact Pricing Strategy 
(Paul Hunt) / A Holistic Approach to Effective Price Management (Shruti 
Kahlon & Julian Ryu)

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

Understanding J.C. Penney’s 
Risky New Pricing Strategy

J.C. Penney recently took a big leap, 
introducing the “New Fair and Square 
Every Day” pricing strategy, which 
moves away from large sales events 
and coupons for JC Penney card hold-
ers towards less complicated shopping 
through consistently low prices. Will this 
strategy work? According to the author, 
J.C. Penney does not have the product 
differentiation necessary to make this 
kind of pricing approach successful. Rafi 
Mohammed is the founder of Culture of 
Profit LLC, a Cambridge, Mass.-based 
company that consults with businesses to 
help develop and improve their pricing 
strategy, and author of the Pricing for 
Profit Blog. He can be reached at rafi@
cultureofprofit.com.This article original-
ly appeared in the Harvard Business 
Review blog at HBR.org. 

J.C. Penney CEO Ron Johnson re-
cently unveiled ambitious plans to 
transform the 110-year-old depart-
ment store chain into a 21st cen-

tury retail powerhouse. Leveraging his 
experience at Target and Apple, Johnson 
aims to create 80 to 100 highly-brand-
ed “stores within a store” (e.g. a Martha 
Stewart boutique). 

Channeling the spirit of Apple’s Genius 
Bar, every J.C. Penney will also have a 
“Town Square” offering complimentary 

services to customers as well as promo-
tions such as free hot dogs and ice cream 
in July.

The lynchpin of J.C. Penney’s revital-
ization is a new “Fair and Square Every 
Day” pricing strategy. The plan stems 
from Johnson’s realization that three-
quarters of everything sold at J.C. Pen-
ney is typically sold at a 50% discount 
from list price. 

Instead of using deep discount sales to 
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Once J.C. Penney achieves its long-term retail vision — 
which is exciting and innovative on many levels — it will 
have both the product and shopping experience mojo to 
make its Fair and Square pricing strategy a success.

attract customers, starting this week the 
chain will simply offer three prices: (1) 
“Every Day”, (2) “Month Long Value” 
(theme sales such as back-to-school re-
lated products in August), and (3) “Best 
Prices” (clearance). Prices will also now 
end in “0” instead of “99” and price tags 
will list just one price (instead of includ-
ing the de rigueur “previously sold at a 
higher price” convention).

To be clear, Fair and Square Every Day 
pricing strategy is different than Wal-
Mart’s everyday low prices. J.C. Penney’s 
Every Day prices will not be as low as 
the biggest discounts that it once offered. 
Instead, its pitch to consumers is why 
play the “wait for the rock-bottom price” 
game when Penney offers “pretty good” 
prices every day?

My verdict? Remember those Orson 
Well’s Paul Masson wine commercials? 
Fair and Square pricing is a strategy be-
ing implemented before its time.

Quite simply, J.C. Penney lacks the dif-
ferentiation to make this pricing strat-
egy successful. J.C. Penney’s products 
are fairly homogenous. When selling a 
relatively undifferentiated product, the 
only lever to generate higher sales is dis-
counts. Even worse, if competitors drop 
prices on comparable products, J.C. Pen-
ney’s hands are tied — it is a sitting duck 
that can’t respond.

Product differentiation is the key to 
avoiding drastic discounts. Bose and 
Cartier, for instance, have the differen-
tiation necessary to set a price and stick 
to it — the price is what it is. Also, the 
J.C. Penney shopping experience hasn’t 
reached the “loyalty-inspiring” stage, 
like Nordstrom’s, which can immunize it 
from price competition. Johnson himself 
has characterized J.C. Penney stores as 
“tired.” It’s notable that the Apple Store, 

which Johnson drove to success and 
appears to be emulating, has both the 
product and retail differentiation mojo 
to successfully implement a Fair and 
Square Every Day strategy.

Other facets of J.C. Penney’s Every Day 
pricing strategy go against the conven-
tional wisdom about effective pricing. 
For instance, prices ending in 0 tend to 
be interpreted as a premium offering, 
while those ending in 9 convey value. 
(Entrée prices at upscale restaurants, for 
instance, typically end in round numbers 
such as $40 instead of $39.99.) 

Is J.C. Penney the Wolfgang Puck of re-
tail? Also, for relatively undifferentiated 
products, a reference price — meaning, 
the price before discounting — can be 
helpful to establish value. It’s challeng-
ing for customers to determine, for in-
stance, whether a run-of-the-mill white 
dress shirt by Christian Dior is worth 
$22. However, seeing a “previously sold 
at $29” blurb on the price tag helps to 
justify this price psychologically.

Fair and Square pricing is reminiscent of 
the Value Pricing strategy that American 
Airlines implemented in 1992. Much 
like Mr. Johnson’s strategy, American 
sought to rollout a standardized tier 
strategy (First, unrestricted coach, 14 
day advance, 7 day advance) that elimi-
nated rock-bottom discounting.

Just as importantly, this strategy was in-
tended to provide confidence to travelers 
that they were getting a good deal (and 
didn’t have to worry that prices will sig-
nificantly drop after purchase). So what 
happened? Rivals responded by offering 
lower prices and American quickly aban-
doned Value Pricing.

Once J.C. Penney achieves its long-term 
retail vision — which is exciting and in-
novative on many levels — it will have 
both the product and shopping experi-
ence mojo to make its Fair and Square 
pricing strategy a success. But given its 
current “I’ve got something similar” 
product mix and very price-sensitive cus-
tomer base, its rollout seems premature. 




