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Price Cutting — The Way to Win Some Sales
and Lose the Business

Once price cutting starts it is difficult to stdpis a practice that will depress you and youffstienigrate your
business, teach your customers that they haveatarityour business ... and could cost you therrss itself!

It doesn't have to be that way...

Competition is fierce and customers are unyielditigither give us a better price", they say... "Osd the
business!" But the question is, "whose business vl lost, theirs or ours?" Let's say we surrerndethe
pressure and sell for less, after all there arfé @ta suppliers to pay and overheads to meet, winaite do we
have? So we decide to move forward by moving pomekwards, a seemingly strange move but obviousty o
we have to make. The sale is eventually made anidosare many others of a similar kind, but at tewee are
busy. OK? Not really, more like a case of KO!! Te lbusy is not the same as being successful; reakssi

involves all parties winning not just the customer.

We are not referring here to those companies wikd'losv prices" with pride as a serious long ternrkesing
strategy... a point of difference backed by appaterstaffing structures and levels of service. Awod are we
alluding to the art of negotiation - a normal besis practice that might involve a price reductibat tis

mutually acceptable to customer and supplier.

We are concerned here with the companies that@tamith a purpose and pride, offering qualityguots and
services at appropriate pricing levels, supportgd lteam of people and costs to match... who hdeeed

creativity and customer service to slide, and griceplummet tabsurd, humiliating levels.

And profit plummets too of course - if for instangeur normal margin is 25% and you reduce youreghig
10%... you will have to sell 66.7% more to earn siaene margin dollars as you would have at the rwalgi

price!

Not only is this a painful financial experienceistfrustrating and demoralising for the businesser... and a

degrading, one way street to oblivion for the sédasn.
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Without question, the fault for getting into a ricutting mess lies with senior management. Yott tdeime
the customers and neither can you suggest thegmoblas started by "other competitors". And if yautden
you may have to wait until they change and thathinigke forever. But you might say, "But if oth@mgpanies
reduce their prices how am | to compete and suPlivehe answer is; your goal should not be merely to

"compete and survive"... you should aim to offerenand thrive.

The key to winning and keeping customers is tordfiem better value than your competitors. Custsrkapw

they are getting value when benefits they receiegparceived to be greater than the cost to them.

You have a choice - you can increase the benéfitsybu offer to customers or reduce the costeRuidting is
the easiest strategy to implement - but the hardedefend. And while you might win a few customirshe

short term, you could lose your whole business.

One contributing factor to the problem of priceticwg is the psychological distance between thecsnsts and
the "Boss". Whereas in successful companies the semsor manager, perhaps the owner, is at théréortein

building customer relationships, creating sales @nganising service support ... in SO many casiesntanager
is rarely involved with customers personally andpi occasional contact and meetings with thesdakem ...

he or she is unable to "relate" to their problemd therefore is rendered helpless.

Under such intolerable conditions the sales fordeusually surrender to the pressure of pricend ¢hen turn

their selling efforts inward to convince everyoieedn the company "that we must sell for less".

You know, it's ironic that most customers when pasging "big ticket" products place price about 34aoon
their list of criteria when deciding on a suppliBut they will naturally tell the salesperson thate is critical!!
It is up to the salesperson to identify the impatrfactors in the mind of the customer and offeiqua benefits
to meet and exceed their needs. Here are someatiiestions to consider and (if you have the agerrand

commitment) to answer...

What can and should we offer to customers thaessmts the best that we can give... and which weka be

valuable and special in the marketplace?

What type of customer would benefit from our compsuspecial products/services and why?
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What price levels, negotiating criteria, and profiargins should apply to the quality of the "spks&vices"
that WE offer?

What is the ideal quality and structure of peopld departments and relevant overheads needed toliozent
the sale and back up of our products/services?

What are the best ways to promote, represent dhawseproducts/services, internally and externatty the
customers that we have selected... on an ongoiigha

Article by Tom Richardson
For more information visit www.richar dsonmanagement.com.au
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