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Why Businesses Should Lower 
Prices During Natural Disasters

Price gouging during times of natu-
ral or economic disaster has been a 
common tactic for bringing demand 
in line with supply. However, social 
media has begun to change this trend, 
as many companies who appear to 
be taking advantage of demand have 
been publicly shamed. In this arti-
cle, the author explores your pricing 
strategy and how your prices affect 
customers during their times of need; 
these are integral components of your 
company’s brand. Rafi Mohammed is 
the founder of Culture of Profit LLC, 
and author of The 1% Windfall: 
How Successful Companies Use 
Profit to Profit and Grow. He can be 
reached at rafi@cultureofprofit.com. 

It’s a longstanding debate that’s re-
emerged during Hurricanes Irma 
and Harvey: During a time of cri-
sis, should merchants raise or 

maintain prices when demand increas-
es for essential products such as water, 
gas, and bread? Now, due to the influ-
ence of social media, a new alternative is 
emerging: Why not lower prices during 
these critical times?

Economists usually lobby against imple-
menting price-gouging laws that restrict 
large price increases during natural disas-
ters. Instead, they advocate raising pric-
es to bring demand in line with supply. 

By allowing the market to work, econo-
mists argue, products will remain avail-
able and sold only to those who value 
them the most. High prices also miti-
gate hoarding — customers buy only 
what they need instead of making “It’s 
cheap, so let’s buy a few extra” purchases. 

Just as important, a higher profit poten-
tial incentivizes companies to proactively 
procure additional supply to satisfy de-
mand. The glaring downside is that this 
policy unfairly discriminates against 
lower-income people, who are less able to 
afford higher prices.

In contrast, many policy makers be-
lieve that prices should be maintained 
or raised only slightly (for example, by 
10%) during disaster situations. They 
view this as an egalitarian, first-come-
first-served method to allocate scarce 
goods. Drawbacks of restricting market 
prices include the inverse of the benefits 
above: quick sellouts, hoarding, and low-
ering the financial carrot to boost supply.

The recent hurricanes have highlight-
ed a new trend in disaster pricing. 
Instead of raising prices, some com-
panies are actually dropping prices 

http://www.pricingsociety.com
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Instead of raising prices, JetBlue capped the price of 
its flights leaving Florida ... and added seat capacity to 
help people who were escaping Hurricane Irma.

on essential goods or services in high 
demand. Many managers realize that, 
while economists may believe it appro-
priate to jack up prices during a crisis, 
real-world customers view this practice 
negatively, seeing it as price gouging. As 
a result, long-term profits can be jeopar-
dized if a company is viewed as taking 
advantage of a tragedy.

Instead of raising prices, JetBlue 
capped the price of its flights leaving 
Florida at $99 (between nonstop cit-
ies) and $159 (for connecting flights) 
and added seat capacity to help people 
who were escaping Hurricane Irma. 
These prices are far below what the mar-
ket would dictate, and even less than 
the company’s typical “few days in ad-
vance” fares. AT&T, Sprint, T-Mobile, 
and Verizon all waived text, phone, and 
data overage fees in Florida due to Irma. 
Airbnb created a disaster response pro-
gram in Texas to help provide free lodg-
ing to those who were displaced by the 
wreckage caused by Hurricane Harvey.

Social media is part of the reason why 
companies are changing how they 
set prices during natural disasters. 
Today, the ramifications from boost-
ing prices during a crisis — which can 
happen in an automated way, thanks to 
algorithms — have escalated. Last week 
one Twitter user called out Delta Air 
Lines for boosting its one-way fare out 
of Miami during the evacuation, from 
$547 to more than $3,200. The tweet 
has since been retweeted over 39,000 
times, liked by over 58,000 users, and 
picked up by the media. Conversely, 
doing the humanitarian thing in a cri-

sis can reap many reputational rewards. 
Houston retailer Jim “Mattress Mack” 
McIngvale reaped Super-Bowl-ad-like 
publicity for opening his showrooms to 
house hurricane refugees.

Your pricing strategy, and how your 
prices affect customers during their 
times of need, are integral components 
of your company’s brand. Tough times 
present opportunities for companies to 
reinforce the message that they care for 
their customers. This involves maintain-
ing, or even reducing, prices, as well as 
hustling to increase the supply of essen-
tial products to better serve customers. 
Which company would you prefer to 

deal with on an ongoing basis: one that 
appeared to financially capitalize on your 
misfortune or one that helped you? 

Reducing prices during a crisis is a low-
cost tactic to strengthen ties with cus-
tomers and signal to new customers what 
your company stands for. So, did Jet-
Blue and other companies lower prices 
for altruistic or long-term profit reasons? 
It’s difficult to say. Regardless of the 
motive, in the end they helped people, 
which is surely a win-win.

This article originally appeared in the 
“Harvard Business Review” (HBR.org).
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It’s a longstanding debate that’s reemerged during Hurricanes Irma and Harvey: During a time of crisis, 
should merchants raise or maintain prices when demand increases for essential products such as 
water, gas, and bread? Now, due to the influence of social media, a new alternative is emerging: Why 
not lower prices during these critical times? 

Economists usually lobby against implementing price‐gouging laws that restrict large price increases 
during natural disasters. Instead, they advocate raising prices to bring demand in line with supply. By 
allowing the market to work, economists argue, products will remain available and sold only to those 
who value them the most. High prices also mitigate hoarding — customers buy only what they need 
instead of making “It’s cheap, so let’s buy a few extra” purchases. Just as important, a higher profit 
potential incentivizes companies to proactively procure additional supply to satisfy demand. The glaring 
downside is that this policy unfairly discriminates against lower‐income people, who are less able to 
afford higher prices. 

In contrast, many policy makers believe that prices should be maintained or raised only slightly (for 
example, by 10%) during disaster situations. They view this as an egalitarian, first‐come‐first‐served 
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Capturing the Value You Generate 
Through Segmentation

All pricers know that price should re-

flect value. Unfortunately, value is per-

ceived in the eye of the customer, not 

the seller, and different buyers perceive 

value differently. In this article, the 

author explores strategies for maximiz-

ing the value your customers perceive 

through segmentation. Alex Hoff is the 

VP of Business Consulting at Vendavo, 

specializing in helping customers im-

prove their pricing in multiple indus-

tries, including industrial manufactur-

ing, process industry, consumer product 

manufacturing and business services. 

He can be reached at ahoff@vendavo.

com.

Figure 1

CONTINUED ON NEXT PAGE �One of the most basic concepts 
of pricing is that price gener-
ally reflects (or should reflect) 
value. But it’s important to 

remember that value is not defined from 
the seller or supplier’s perspective – rath-
er it’s defined by the customer or buy-
er. A certain product or service is only 
worth what a buyer is willing to pay for 
it. And their willingness to pay is based 
largely on how they perceive the value of 
the seller’s product, service or solution.

It is also important to remember that 
different customers perceive value dif-
ferently. Therefore, their willingness 
to pay is also different which means 
their pricing could be different too.

Why Price Segmentation?
Why would you go to the trouble of dif-
ferentiating prices based on customer 
willingness to pay? Because you stand 
to gain a LOT of value for your organi-
zation. If you have one price for a given 
market or region, you will be pricing 
too high for some customers and leaving 
money on the table for other customers. 
By pricing according to different cus-
tomers’ willingness to pay levels, you can 
capture the maximum amount of rev-
enue (which of course drives operating 
profit) for each deal or transaction (see 
figure 1).

In most cases these additional sources 
of value (revenue) come with little or no 
additional incremental costs, so there’s a 
direct – and large – link from that rev-
enue to your operating profit. Moving 
to differentiated pricing, based on pric-
ing segments, has been shown to gener-
ate anywhere from 1% to 6% of revenue 
lift (with virtually no incremental costs). 
That’s typically a 10% to 60% increasing 
operating profits.

How Do You Use Price 
Segmentation? 
The concept behind price segmentation 

is pretty clear, but how do you go about 
discerning and then leveraging these 
pricing segments in the first place? 
Experience has shown that the best 
formula is a combination of data science, 
and business judgement and context. 

There are well-established statistical 
methods for taking your company’s sales 
history and identifying pricing segments 
based on attributes of each sale. 

These attributes tend to fall into three 
categories:

1. Product / Service – attributes about 
what is being sold (e.g. Product Life-
cycle, Unique or Competitive, etc.)

2. Customer – attributes related to 
whom it is being sold (e.g. Customer 
Industry, Customer Size, New or 
Existing Customer, the End-use Ap-
plication, etc.)

3. Transaction – attributes related 
to the historical transaction itself 
(e.g. Spot Quote or Contract related 
transaction, Order Size, Competi-
tor, etc.)

Title: Capturing The Value You Generate Through Segmentation 
Author: Alex Hoff 
Word Count: 650 
Intro: All pricers know that price should reflect value. Unfortunately, value is perceived in the eye of the 
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explores strategies for maximizing the value your customers perceive through segmentation. Alex Hoff is 
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multiple industries, including industrial manufacturing, process industry, consumer product 
manufacturing and business services. He can be reached at ahoff@vendavo.com.  

 
One of the most basic concepts of pricing is that price generally reflects (or should reflect) value. But it’s 
important to remember that value is not defined from the seller or supplier’s perspective – rather it’s 
defined by the customer or buyer. A certain product or service is only worth what a buyer is willing to 
pay for it. And their willingness to pay is based largely on how they perceive the value of the seller’s 
product, service or solution. 

It is also important to remember that different customers perceive value differently. Therefore, their 
willingness to pay is also different which means their pricing could be different too. 

Why Price Segmentation? 

Why would you go to the trouble of differentiating prices based on customer willingness to pay? 
Because you stand to gain a LOT of value for your organization. If you have one price for a given market 
or region, you will be pricing too high for some customers and leaving money on the table for other 
customers. By pricing according to different customers’ willingness to pay levels, you can capture the 
maximum amount of revenue (which of course drives operating profit) for each deal or transaction (see 
figure 1). 

In most cases these additional sources of value (revenue) come with little or no additional incremental 
costs, so there’s a direct – and large – link from that revenue to your operating profit. Moving to 
differentiated pricing, based on pricing segments, has been shown to generate anywhere from 1% to 6% 
of revenue lift (with virtually no incremental costs). That’s typically a 10% to 60% increasing operating 
profits. 
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Once you leverage the attributes you already have in 
your sales history, you then need to factor in logical 
rules or strategies that may or may not be empirically 
present in the data.

Once you leverage the attributes you al-
ready have in your sales history, you then 
need to factor in logical rules or strate-
gies that may or may not be empirically 
present in the data.

A classic example is that you don’t want 
to group transactions sold directly with 
those sold through a distribution chan-
nel. Other insights are more nuanced 
and come from human interaction with 
the data – often your best sales people. 
This approach not only results in a more 
accurate segmentation, it also has ben-
efits with regard to change management 
and adoption.

Finding the right level of segmentation is 
a bit of a “goldilocks” process: too much 

granularity and science in your segmen-
tation and you will have way too many 
segments and they will be difficult to ex-

plain or understand. Too little granulari-
ty and you are just defining a managerial 

segmentation model (segments by rule), 
then you are most likely sub-optimizing 
your value by pricing too broadly. 

http://www.pricingsociety.com
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Three Keys to Overcome Fear and 
Realize Greater Pricing ROI

Despite the proven positive impact that 

pricing has repeatedly demonstrated 

to have on profits and revenues, many 

companies are still hesitant to employ 

pricing strategies and improvement 

for fear of customer loss. In this article, 

the author presents three things pric-

ers should focus on in order to build 

the confidence needed to minimize 

the risk of customer loss while improv-

ing pricing strategy and profitability. 

Saad Shahzad is a Business Consulting 

Manager at Holden Advisors. He can 

be reached at sshahzad@holdenadvi-

sors.com.

According to a Harvard 
study, 20% of a company’s 
customers are responsible 
for 225% of profits. So for 
the 80% of customers who 
are unprofitable, start by 
improving their price and 
keep an eye on the tipping 
point.As a pricing professional, I al-

ways love to quote the study 
that a 1% improvement in 
price leads to 11% in operat-

ing profit, whereas a 1% increase in vol-
ume sold improves only by 3.3%1. If the 
business case for managing and improv-
ing price is so apparent, why don’t more 
companies do it?

There are multiple factors why a price 
improvement doesn’t reach its poten-
tial – but the top reason is often fear 
of customer loss. The concern is genu-
ine; if you purposefully increase the 
price, the customer might get upset, stop 
using your service, or worse, switch to a 

competitor. The result can be painful: re-
duction in revenue, market share, profit-
ability and a host of problems from Wall 
Street.

But there is a bright side: price improve-
ment holds tremendous potential for 
profit improvement if the fear of failure 
with customers can be overcome.

There are three things you need to fo-
cus on when building the confidence 
you need to minimize the risk of cus-
tomer loss and ultimately improve 
price and profitability.

Know the value of your 
product and services
Experience has shown that most com-
panies are unable to understand their 
true differential value. Companies 
fixate on common value (value that is 
common between you and your com-
petition) and start to think that their 
product is a commodity. 

Businesses need to understand the 
true differential value of their prod-
uct: for some it is superior technology, 
and for others it is superior service. 
Once companies understand their 
differential value, the next step is to 
identify customers who benefit from 
them. These are the customers where 
risk of customer loss will be the lowest.

Calculate your  
tipping point
Do the breakeven analysis and customer 
level profitability analysis. The breakeven 
analysis will tell you how much volume 
you can trade-off for gains in pricing. 
The customer profitability analysis will 
tell you which customers you should 
start with. 

According to a Harvard study, 20% of 
a company’s customers are responsible 
for 225% of profits2. So for the 80% of 

customers who are unprofitable, start by 
improving their price and keep an eye on 
the tipping point.

Have an execution plan
Knowing the right customers to improve 
price is the easy part; it can be done with 
value research and data analytics. The 
real issue is the execution. Is there a sales 
person in your organization that would 
love to talk to customers about price? 
Especially when you want to improve it? 
I have never met one and I believe it is 
not the easiest of conversations to have 
either. So, to build confidence, give sales 
teams the right tools for the effort.  
Fear is often created from the unknown: 
will the customer get angry? Will they 
leave? Planning is the antidote to fear.  

Better public and value communication 
to customers, negotiating skills, and val-
ue give-gets are keys to building a solid 
plan, reducing fear, and realizing pric-
ing’s potential.

References

1. “Managing Price, Gaining Profit,” HBR, 1992, 
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2. “Profit Priorities from Activity-Based Costing” 
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Strategic Movements October 2017
In this article, the author examines 

several high-profile, strategic pricing 

movements and strategies implemented 

by companies in Q3-Q4 2017. Tim J. 

Smith, PhD is the founder and CEO 

of Wiglaf Pricing, adjunct professor 

at DePaul University, and Academic 

Advisor for the Certified Pricing Pro-

fessional designation. His most recent 

book is Pricing Done Right:  The 

Pricing Framework Proven Success-

ful by the World’s Most Profitable 

Companies (Bloomberg Financial, 

2016). He can be reached at tsmith@

wiglafpricing.com.

Hurrah to AbbVie. For the 
U.S. Citizen, not so much.
AbbVie was facing a fiscal cliff with the 
expiring patent on Humira, potentially 
wiping out $16 billion out of $27 bil-
lion total revenue. What do you do when 
competition threatens to end your mo-
nopoly power? Create bigger barriers to 
entry to keep them out. 

Amgen received FDA approval for a bio-
similar treatment as the basic Humira 
patent expired. But AbbVie was prepar-
ing for this day. They had created more 
than 100 more patents covering how the 

drug is prepped. Fortunately for AbbVie, 
the lawyers did the trick. After taking 
Amgen to court, AbbVie settled. Result: 
no competition anticipated until 2023. 
Another 6 years of $57,000 / year pre-
scriptions. Good job Richard A. Gonza-
lez, CEO of AbbVie, and lawyers. Good 
for AbbVie employees and Chicago over-
all. But perhaps not so good 
for the U.S. economy where 
healthcare costs 18% of our 
GDP, or roughly $10,000 
on average for every man, 
woman and child. Health 
costs and insurance are such 
hot topics - how big is the 
political risk in this move?

GoPro is Acting 
Mature
Nick Woodman, CEO of 
GoPro, is launching the 
GoPro 6 Black at $499. 
Compared to last year’s 
price, this is reasonable. No 
more unforced errors of try-
ing to use low prices to cap-
ture market share unprof-
itably. And, as it matures, 
it is facing the reality that smartphones 
can do the basics but fail for active sports 
recording. Adding the Fusion to its prod-
uct lineup, a 360-degree spherical cam-
era, GoPro is aiming to be a strong, if 
niche, business. Go GoPro.

That’s right H&M,  
Low Prices are Insufficient 
to Drive Demand
H&M profit declined 20% as discounted 
prices failed to generate many shoppers. 
In fact, store traffic declined. When will 
executives get it? (Perhaps advertising 
an empty store isn’t a good idea – just a 
thought.)

Sonos Joins what  
it can’t Beat
Sonos Inc. felt the heat of Amazon’s Al-

exa in the in-home wireless sound move-
ment. What to do? If you can’t beat 
them, join them. Working with Amazon, 
Alphabet, and Apple, Sonos is planning 
to make smart speakers for all of them. 
Smart move Sonos for the increasing 
Smart Home. Strange question: do we 
really want a company snooping on ev-

ery sound you make? If it was the gov-
ernment, we would quickly say no. But 
Amazon, Alphabet, and Apple? Appar-
ently, we are ok with them. 

Pfizer Tries Again
Mylotarg, a drug treating a form of acute 
myeloid leukemia, is back on the market. 
Earlier experience showed that Mylotarg 
wasn’t effect. Rather than walk away, 
Pfizer did more studies. After new clini-
cal trials demonstrating efficacy and eco-
nomic benefits, it has been returned to 
the market. Old 2000 price tag: $15,522. 
New 2017 price tag: $24,600. How to 
explain the price difference: inflation 
and evidence of efficacy. If the eco-
nomics make sense, it will stick. 
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In this article, the author explores 

how innovation and the leveraging 

of emerging technologies are allowing 

large technology players to enter and 

compete in the global telecommunica-

tions market, and focuses on the rami-

fications for operators in the Middle 

East. Although this article is market 

and industry specific, it provides a 

powerful case study for pricers in mul-

tiple industries regarding utilizing 

innovation to gain market and profit 

shares. Aleksander Jarosz is a Manager 

in Simon-Kucher’s global telecommu-

nications practice in Dubai. He can be 

reached at aleksander.jarosz@simon-

kucher.com. 

Three Lessons to Learn  
from Tech Companies

Today mobile carriers have a 
common fear: the “dumb 
pipe.” Despite a somewhat 
more favorable market situa-

tion in the Middle East, OTTs (over-the-
top) are also increasingly popular and 
customers prefer to use the WhatsApps 
and Skypes out there.

Recently, fuel has been added to the fire 
from a surprising source: the big tech 
companies Apple and Google. First, 
Apple announced the introduction of the 
Apple SIM in October 2014, which puts 
carriers in direct competition with each 
other on the screen. Second, Google an-
nounced that it’s joining the market of 

mobile virtual network operators with its 
Project Fi.

With the aim of improving custom-
ers’ overall experience, Project Fi merges 
LTE and Wi-Fi networks, automatically 
choosing the strongest network. It car-
ries voice fully over IP, allowing voice 
calls with merely an internet connection. 
Project Fi also completely takes over net-
work access management – a feature that 
is crucial for a positive user experience, 
but that many telecoms have not yet 
implemented. Instead, it needs the tech-
nology and advertising company Google 
to lead the way. 

Should Google’s move worry carri-
ers in the Middle East? Not necessar-
ily. For one, Google Fi is so far available 
only in the United States. Also, Google 
doesn’t intend to transform operators 
into dumb pipes. At the recent Mobile 
World Congress in Barcelona, Sundar 
Pichai, Google’s Senior Vice President 
of Products, said that the company “was 
preparing to experiment with a mobile 
network, but that it did not intend to 
disrupt the wireless industry” (see www.
reuters.com, April 22, 2015). 

In the Middle East carriers have tradi-
tionally been swift at adapting new tech-
nologies, wanting to have the best and 
fastest products. But it’s not only about 
network speed. Carriers need to learn 
three lessons from Google’s smart move 
into their market:

Innovate with what you have
Google is bringing a fresh perspective 
to the market by intelligently combin-
ing existing technologies with a new user 
experience. Key take-away: Push your 
organization to innovate with what 
you have instead of relying on external 
technology. This will never be a sustain-
able USP.

User experience is key
Google Fi allows customers to use any 
screen to take calls, pro-actively solving 
the problem of misplaced handsets, and 
automatically ensures coverage by merg-
ing two networks and using off-loading 
onto Wi-Fi and VoIP. These small im-
provements add to the one true game 
changer: a great user experience. Key 
take-away: Try harder to make the 
user your stakeholder. After all, they 
are the ones who matter the most.

Communication is 
paramount
Operators in the Middle East often still 
rely on very technical portfolio commu-
nication. Google shows a different ap-
proach: it clearly communicates value 
instead of prices and technical features. 
It uses customer language and emotions 
to relate its message to customer experi-
ences. Key take-away: Communication 
matters. Customers don’t care for mega-
bytes and megabits, but for movie down-
load times and real-life experiences. Win 
over customers the way they are!

There is still a long way for Google to go 
before Project Fi becomes a mass market 
proposition in the U.S. and other coun-
tries. In the future, however, the multi-
national giant could up the game. Tele-
coms do not need to re-invent the wheel: 
smartly copying successful marketing 
approaches will already do. Yet, experi-
ence is necessary to know what works 
best where and why. 

It’s indispensable to have deep knowl-
edge of best practices, especially from 
outside the telecommunications industry, 
of their success factors and pitfalls. This 
is much tougher than simply upgrad-
ing the network. Better carriers will start 
factoring that in now and move beyond 
established patterns – before others start 
fishing in their waters. 
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Nine Factors that Affect a  
Customer’s Willingness to Pay

In this article, the author examines 

nine common factors that often have 

significant influence on a buyer’s will-

ingness to pay. Understanding these 

factors prior to new product release or 

buyer negotiations will enable compa-

nies to achieve their target price, as the 

author explains. Moira McCormick is 

an Account Manager at BlackCurve. 

BlackCurve provides software to price 

smarter for increased profitability. Mc-

Cormick blogs weekly on the world of 

pricing at blog.blackcurve.com. Her 

passion is bringing together disparate 

data sources into a single easily digest-

ible format.

Willingness to pay (WTP) 
is the maximum amount 
an individual is willing 
to hand over to procure 

a product or service. The price of the 
transaction will thus be at a point some-
where between a buyer’s willingness to 
pay and a seller’s willingness to accept.

If a company understood customer 
willingness-to-pay before any negotia-
tions commenced, they could develop 
strategies to realise that price during 
the negotiation. Salespeople rely on 
their experience and selling skills to draw 

out this information using historical data 
and value-based pricing methodologies 
to understand how a customer values 
their products.

1. Price Vs Quality Effect
Buyers will be more willing to pay if 
they believe that a higher price signals 
higher quality.

2. Unique Value Effect
If the buyer values the unique attributes 
of your product they will be more will-
ing to make a purchase. In a nutshell 
they value your product above others in 
the marketplace.

3. Expenditure Effect
Buyers are less willing to buy 
an item the higher the total 
expenditure, both in pounds 
and pence terms and as a per-
centage of their income and/or 
budget.

4. The Effect of 
Customer  
Characteristics
Several pricing studies have found that 
customer characteristics may influence 
WTP. These differences in WTP may 
depend on demographic, psychographic, 
or behavioural characteristics. The demo-
graphic variables include age, sex, race, 
income, marital status, education, and 
geographical location as well as psycho-
graphic variables such as activities, inter-
ests, opinions and life-style.

5. Environmental Effect
Macro environmental factors such as the 
overall state of the economy could influ-
ence customer willingness to pay. For 
example, in a down turn in the economy 
the customer’s willingness to pay may be 
lower as compared to a period when the 
economy is booming.

6. Fashion Effect
Fashions increase the demand for certain 
products and services and consequently 
increase the customer willingness to pay 
for those products.

7. Fairness Effect
If the customer perceives the price to be 
fair in comparison to similar products on 
the market they will be more inclined to 
buy.

8. Customer Research Effect
If the buyer perceives that the current 
price is temporarily lower or higher than 
it will be in the future this will influence 
the timing of their purchase.

9. Two-For-The-Price- 
of-One Effect
Or, 3 for 2 effect, etc. The buyer wants a 
bargain of course, to believe they are get-
ting something for nothing. They are sta-
tistically less likely to buy a single item 
than a ‘bundle’ of items. 
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Buyers will be more willing to 
pay if they believe that a higher 
price signals higher quality.
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