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Winning the Race for Profits:  
Promoting a Healthy Pricing Structure

Pricing is a primary growth driver for 

market share, sales revenue and profit-

ability. Unfortunately, instead of be-

ing used to its full potential, pricing 

strategy is often used as a compensat-

ing instrument to supplement other 

underperforming elements of the mar-

keting mix, especially in price-driven 

geographic markets, as the author 

explains. This example, although re-

garding a specific geographic market, 

provides pricing strategy implementa-

tion examples that can educate pricers 

in multiple industries and markets. 
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Pricing, as one of the marketing 
mix tools, should have its own 
policy. Yet it often serves as a 
safeguard to the other members 

of the marketing mix family. Corporate 
executives usually think of pricing as a 
compensating instrument that they can 
use when under severe pressure from 
competitors or if they are not using the 
other marketing mix components effec-
tively. The natural advantage of a pric-
ing structure is that it can be adjusted 
in just a few minutes. More often than 
not, though, it’s incorrectly used to com-
pensate for the underperformance of the 
remaining marketing mix components 

whose design and implementation re-
quire several weeks. 

It is common knowledge that the busi-
ness world is driven by the desire to in-
crease three elements: market share, sales 
revenue and, of course, profitability. Pric-
ing is the key player in any strategy con-
cerning the growth of these three goals. 
Nevertheless, companies are often quick 
to assume that a small price cut will lead 
to large market share increments and 
higher retail exposure. In reality, how-
ever, such a price reduction might en-
gage the company in a vicious downward 
price spiral that negatively affects its bot-
tom line results. 

Regrettably, the Middle East – includ-
ing the small number of high per-
capita income countries – is known to 
be a price-driven region. Companies 
in the region tend to rely on price cuts 
in order to sustain volume. Price struc-
tures are often influenced by two factors: 
cost-plus (maintaining prices at a level 
that exceeds product costs by a certain 
margin) or opting to follow the market 
leader’s price structure and being com-
pletely driven by its policy. When faced 
by any amount of cost inflation, or by 
adjustments in competitors’ prices, each 
company tends to adopt its own pricing 
method. 

Engaging in a pattern of continuous 
price discounts places an entire industry 
at high risk. This has been happening in 
the tourism industry in both Egypt and 
Tunisia where hotel management, con-
cerned by room occupancy rates, kept 
offering bigger and bigger discounts. The 
result has not only been a substantial de-
terioration in the quality of services and 
food offered; the entire destination has 
also been classified as a low-budget des-
tination – when in reality both countries 
offer magnificent tourist attractions. 

If we were to portray pricing as a runner, 

it would be quite difficult to expect an 
out-of-shape, flabby person to perform 
well in a tough race. However, if we 
work upfront on enhancing his fitness, 
the runner will easily be able to partici-
pate in, and win, many races. If compa-
nies wish to continue to use pricing as a 
rescuer, they need to develop a healthy 
pricing structure (equivalent to an ath-
lete’s physical endurance and flexibil-
ity), making it possible to easily rescue a 
product whenever the need arises.

A forward-thinking pricing policy is es-
sential for strengthening pricing as a 
lifeguard mechanism. It is important to 
anticipate well in advance the multiple 
factors affecting fluctuations in any price 
structure, and then to work on enhanc-
ing product competitiveness to persuade 
consumers to accept new product prices. 
There will always be room for maintain-
ing higher profit margins during pros-
perous times, which helps companies to 
maneuver in times of crisis.

For many companies, having relay run-
ners is the ultimate solution; a team 
of good runners would enhance each 
athlete’s performance and compensate 
for the deficiencies of individual team 
members. Thus, developing a portfolio 
of diversified products could certainly 
help to sustain an overall healthy pricing 
structure; introducing a number of prod-
ucts, packages or even temporary offers 
will better enable companies to apply the 
right consecutive or simultaneous mar-
keting strategies. 

Pricing has been, and will continue to 
be, the most complicated element in the 
marketing mix family. The natural price 
dynamic should encourage marketing 
executives to develop their own pricing 
policy instead of constantly being tempt-
ed to reduce prices. A proactive pricing 
structure will help companies to sustain 
a healthy product margin and to maxi-
mize their profitability. 
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