73rd monthly Network Veka marketing article for Window Industries

…

Value is not the same as price, says John Ogilvie of Network VEKA. Which is your marketing strategy promoting? 
It’s how much?
Petrol currently sells at around £1.20 a litre. Expensive – but nothing compared to champagne at £28 or black printer ink at £300 a litre. A classy perfume can cost £1000 a litre. We tend to think that price is inextricably related to cost; the cost of raw materials or production. So when we hear wholesale gas prices have gone down we feel outraged that our own gas prices are rising. But the price of most products bears little relation to the cost of components. 

Take petrol, the component costs of crude oil, refining and transport are overshadowed by tax. Consumers complain that prices are high, but one brand of petrol is virtually the same as another so the prices are clustered. It is a commodity with prices dictated by the industry’s and public’s perception of worth. 
A perfume costs pennies, but its value to the consumer is cleverly marketed and a high price becomes part of the attraction. Expensive equates to desirable, because a classy perfume communicates class and tells other people what the wearer is worth. You are worth it, is more than an advertising catchphrase. 
Whatever the industry, there is usually a consensus on the value of the product and the way it is priced. And as long as everyone is making money and prospects look good the herd sticks together and everyone prices the same way. But sometimes when margins compress and companies stop making money someone has a bright idea and adopts a different pricing model. If it is successful and the maverick makes life even more difficult for competitors the industry follows. 

Gillette did it in shaving, giving away the razor for free. With a captive market it was easier to make more money on the blades. It was such a good idea – who can resist the power of free? – that the industry followed and industry profits surged, especially Gillette’s. Computer printers adopted it too. We now buy a sophisticated printer for £60 and pay £300 to fill it with ink cartridges. Ryanair did it for the airlines, shattering the cosy arrangement whereby everyone offered flights at similar prices. Now we all accept that prices are fluid and are prepared to shop differently. It’s almost a game – catch the ten minute window where the flight is 1p, before it goes back up to £100.

Sikkens took another tack. Launching its paint at five times the price of market leader Dulux, it sold long life protection with planned maintenance and guarantees. It marketed the result, not the can of paint, and made Local Authorities and large commercial property owners pay far more for a similar product. A different way of thinking, not a better product boosted its reputation and market share. Years later, Dulux is now part of Akzo the owners of Sikkens. 
The basic components of windows are much the same. To make your product stand out from the crowd you have to market more than the basic components – for example Network Veka members sell peace of mind, reliability and quality as part of the product, and beautiful windows, not just something to fill a hole. 
Clever marketing promotes much more than the basic product. If you are coming under volume and price pressure and need to break out of your pricing prison change the way you market. 
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