BY JAMES DION

Advice

Psychology
of Selling

The lowest price doesn’t
always win the sale
Even with instant price comparisons,
good margins are still attainable
PROFITABLE
PROMOTIONS

even in this brave new world of instant
in-store price comparisons via mobile technology, there are simple, proven price strategies that still work – and have worked for
years. The strategies all have the same desired outcome: to close the sale by selling
product at a good margin rather than deeply discounting to boost sales.
To understand why the following pricing methods work you need to understand

two things about human nature. 1. We’re
twice as likely to avoid loss (or the perception of it) than seek a win. 2. We see
money as good and having to give it up as
bad. Hence, the way we frame a sale or
price is very important. For example, the
use of the word “save” makes customers
think of how much money they’ll save
versus how much they’ll spend. This is
why many stores print a reminder on their

receipts a la, “You saved $xx by shopping
with us today!”
One of the oldest price promotions,
which still excites customers, is the gift
with purchase (GWP) promotion. It works
because people love to get free stuff (just
as much as they love to save). GWP promos work best when the gift has a high
perceived value. In fact, if the gift doesn’t
have a high perceived value then the impact of the offer is greatly diluted.
Another powerful price strategy is the
purchase with purchase (PWP) promo,
which generally offers an item with a high
perceived value at a very low price when
combined with the purchase of another
item or group of items at regular price.
Department stores have used this strategy
for years, particularly with stuffed animals
offered for $10 when the customer spends
$50 or more. The stuffed animal has no
reported retail price, but its perceived
value is more than $30, resulting in an
irresistible offer.
A close cousin to GWP and PWP is the
multiple pricing scheme “buy two, get one
free”, or any other variation that encourages the consumer to purchase more. This
relies on the age-old axiom “cheaper by the
dozen”. Customers assume, correctly, that
the increased volume of the purchase nets
them a better deal, even though they often
don’t need four of five of the same item.
Smart retailers capitalize on this belief.
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