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E veryone knows that
companies have rock-
bottom prices they’re
willing to offer in
emergencies. Think

goods and services whose value
is about to expire: hotel dates,
plane tickets, last season’s fash-
ions, packaged food.

But until recently, not many
people knew what those prices

were. Keeping them under wraps
is a key part of how companies
maintain pricing power.

Well, the secret is out. Now,
thanks to the Internet, consum-
ers are able to figure out those
prices. And that is creating huge
headaches for the companies.

Online shoppers today aren’t
just buyers; they’re also product
reviewers, technical consultants
and scouts for legions of fellow
shoppers hunting for bargains.
Many use Web sites where links
are posted for online coupons
and cash-back offers—deals that
some companies didn’t intend to
circulate so widely. Others go to
sites where people discuss how
to find the lowest bids accept-
able on travel-service auction
sites. Even shoppers for big-
ticket items like cars get an edge
from sites that reveal prices paid
for new and used cars.

Further assisted by search en-
gines and so-called shopping
bots that find the lowest prices
for any number of products,
shoppers today have unprece-
dented power to buy products at
the sellers’ rock bottom. But if
they come to expect such prices
all the time, companies could see
their long-term pricing power
erode and profits slashed.

Here are eight tactics compa-
nies can use to limit the ability
of bargain hunters to find their
deepest discounts and lowest ac-
ceptable prices.

1.
What are people saying

about you?

Shoppers find the lowest
prices in different ways. Some
cruise coupon and special-offer
sites, like RetailMeNot.com and
fatwallet.com. Many users of
travel-auction sites like Price-
line.com and Hotwire.com first
visit BiddingForTravel.com or
Betterbidding.com for bidding
strategies and other tips.

Firms can search such Web
sites and discover ways in which
consumers are taking advantage,
perhaps by combining discount
offers or coupon codes. Compa-
nies have various options for

discouraging such activities, in-
cluding canceling codes or revis-
ing coupon or discount policies.

Finding out what people are
saying about a company, its
products or prices, can show
that prices are too low. Monitor-
ing online sales in real time
helps, too. If sales of a product
jump 100-fold in five minutes, it
would be wise to analyze the
transactional details and possi-
bly stop further sales until you
know what’s going on. A price
increase may even be in order.

2.
Embrace, but try to limit,

the bargain hunters

The object of each of these
tactics is not to eliminate deep
discounting. Fire sales are obvi-
ously necessary sometimes. With
that in mind, companies will find
a receptive audience on the Web
sites that cater to bargain hunt-
ers. They just need to set some
limits. They can offer coupon
codes that are only usable a set
number of times, for example, or

discounts for a limited time and
available only to users of the
sites. This way a company can
better manage how much of its
product it will sell at the deep-
est discounts. Dell Inc., for one,
regularly issues coupons at deal
sites, but the coupons can only
be used a fixed number of times.

3.
Escape the commodity trap

When sellers market products
with additional features or ser-
vices, they force buyers to focus
on the value of the package
rather than on the costs of each
piece. This helps reduce price
transparency. Packaging, or
bundling, a product with other
products and/or services, makes
it difficult for buyers to ascer-
tain the specific cost of each sin-
gle item within the bundle.

These approaches move con-
sumers away from markets that
are strictly price-oriented. The
relationship that an automobile
buyer develops with the dealer-
ship that also provides mainte-
nance is one such example.

4.
Control the sales network

Sometimes discounts are ini-
tiated by independent retailers,
without the input or approval of
the product’s manufacturer. The
more control a company exerts
over its sales network, the less
vulnerable it will be to such
practices. Bose Corp., for exam-
ple, a Framingham, Mass., maker
of audio products, says it has a
policy of announcing to resellers
the minimum price for certain
Bose products. A Bose spokes-
woman says the company will
“refuse to deal in a product with
a dealer who fails to resell at or
above the announced price.”

5.
Ban online customers

who repeatedly eat into your
profit margin

Companies can identify who
their least-profitable online cus-
tomers are—those who repeat-
edly abuse return policies, for

example—based on their trans-
action histories. One common
abuse: A customer buys an item
and uses it; then, if the store
lowers the price while the first
purchase is still within its return
period, the customer buys the
item again but returns it with
the first receipt.

Online customers who fre-
quently carry out re-buys and
returns of this kind can be
tagged by their delivery address
or credit-card number and
barred from further purchases.

6.
Clear the market

Often makers of products like
sports equipment or clothing are
left with surplus inventory after
the product’s scheduled run or
expected shelf life. Such prod-
ucts often end up being sold
through secondary channels that
offer steep discounts. But for the
manufacturers, those discounts
can cannibalize the sales of simi-
lar, newer models.

A lot of brick-and-mortar re-
tailers deal with these kinds of
issues by selling their surplus
through outlet stores in out-of-
the-way locations. But on the
Web, of course, no such outlands
exist. Thus, Web-based retailers
that see an alarming increase in
end-of-season discounting by
independent sellers of their
goods should consider using
buy-back programs. Buying back
old or obsolete material from
the independent sellers, either
to destroy it or ship it overseas,
helps protect prices.

7.
Offer discounts through
intermediaries who hide

the brand

If Marriott International Inc.
were to sell its own cut-rate,
last-minute hotel reservations, it
might undermine its established
pricing schemes and sales chan-
nels, essentially by telling con-
sumers the lowest prices it’s
willing to accept. That is the
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1. Does your company deal in
products or services whose
value is highly perishable or
time-sensitive?

2. Do you offer online cou-
pons or have multiple dis-
count strategies that can be
used by unlimited numbers of
consumers?

3. Are your resellers some-
times discounting your goods
without your authorization or
knowledge?

4. Is your company unaware
of what’s being said on bar-
gain-hunting and other shop-
ping-related Web sites about
its prices and products?

5. Do you make last-minute
offers at cut-rate prices with-
out full appreciation as to
how that might undermine
your established pricing
schemes or your brand im-
age?

If you answered yes to any of
these questions, your company
may need to reassert control
over its pricing power by
pushing back against the in-
creasing ability of online shop-
pers to obtain your lowest ac-
ceptable prices. Selling
unlabeled, marked-down mer-
chandise through an interme-
diary is one strategy, as is
bundling the goods with addi-
tional offerings so that the
base value you’ve assigned to
the products is less clear.

Questions to Ask
Yourself
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D
espite the global economic
downturn, employers in the
U.S. and Europe have never
been more interested in

work force health and well-being as
something that can be turned to com-
petitive advantage, says a recent report
from global consulting firm Towers
Watson. Its “2010 Healthcare Cost
Survey” reveals that companies that
invest in staff health are more produc-
tive, attract the best staff and pay less
in health-care insurance costs.

It’s a view shared by Dr. Ron Loeppke,
a specialist in preventive and occupa-
tional medicine and vice chairman of
the board of Florida-based health-care
company, U.S. Preventive Medicine who
says, “Employers are increasingly
recognizing the business value of the
health of their employees. Good health
is good for business.”

Dr. Loeppke argues that investing
in employee health and well-being reduces
medical insurance costs, cuts absentee-
ism, increases productivity and reduces
staff turnover.

Aiding the Economy
“Ultimately, a healthier, more produc-

tive work force can help drive greater
profitability for employers as well as a
healthier economy,” he says.

In the U.S. a growing number of
companies are investing in employee
well-being plans driven partly by the
fact that more than 60% of Americans get
their health insurance coverage
through an employment-based plan.

The banking firm, Citibank, estimates
that for every dollar it has invested in
healthcare for its employees, it has
saved $4.50 in medical costs.

A study carried out in 2008 by the
National Business Group on Health — a
U.S. organization made up of some of
the country’s largest employers — found
that companies with effective health
programs in place yield 20% more
revenue per employee, deliver 57%
higher shareholder returns and face
sick leave costs five times lower than
companies without health programs.

Mental Health,Too
These health and wellness programs

address not only physical health but
also psychological health and include
everything from sessions to help people
give up smoking, to health screening
for chronic conditions such as diabetes
to stress management courses.

Consumer-products company
Kimberly-Clark Corp. has rolled out its
Livewell program globally. Livewell
includes health screening, physical
exercise classes and coaching in stress
management. “We recognize the impor-
tance of health and the impact it has
on productivity and performance — you
can’t have one without the other,” says
Linda Mabb, senior manager of Kimberly-
Clark Health Services for Europe, the
Middle East and Africa.

Royal Philips Electronics a global
leader in health care, lighting and
consumer lifestyle recently launched
DirectLife, a personal activity program
that combines technology with coaching.
DirectLife registers people’s activity

during the day and helps companies
encourage their staff to become more
physically active. Greg Söderberg,
Philips director for North American
sales and business development, says,
“DirectLife has been launched in the U.S.
and the Netherlands and we are seeing
a lot of interest. The recession has driven
companies to look at ways of promoting
health because there is link between
fitter employees and productivity.”

U.S. Preventive Medicine’s Dr.
Loeppke says that the global financial
crisis hasn’t curtailed wellness programs.

“As financial capital freezes up, human
capital heats up. It’s the work force that
will help companies weather the storm
— companies might not be able to afford
a new IT system so they now depend
on the creativity, innovation and resil-
ience of their people and they recognize
that their health is important.”

Advertising Feature

By Helen Jones

Investing in employees’ well-being cuts insurance costs,
reduces absenteeism and increases productivity

Healthier Employees
Boost Bottom Line
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