Avoiding the Price War:

Strategies for competing without lowering prices
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A What causes a price war?

To listen to the
presentation, please

A What are some ways to call in on the

' i telephone:
differentiate? elephone

(641) 715-3222
Access code: 525-671-
904

A How can market research
help you decide how to
differentiate?
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How a Price War Happens

A Economic factors:

- Consumers are becoming more
price-sensitive

- Competition is fierce as prices
drop

Employing the reactionary strategy of being the lowest cost
provider is one option, but unchecked discounting will erode
your profit margins and eventually leave you digging a
deeper and deeper hole, which you make ultimately never

get out of.

-:HammerTap



How a Price War Happens
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Your competition
sells a good
product; you sell a
good product.

Their listings are
Informative; your
listings are
Informative.

Their service is
acceptable; your
service is
acceptable.
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How a Price War Happens

The only effective way sellers can distance
themselves from a price war is to

differentiate

themselves from to competition!
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Ways to Differentiate

A Value, perceived or real, is the only

thing that separates one product
from another.

AAdvalued is actual

IS often subjective and unique to
each buyer.

| f everyone el se I s now s

still selling for $2, your price is too high... Unless

you can prove that vyou del
additional value to a potential customer!

---EHamrpeTr'PI'fapﬁ



Ways to Differentiate

Change the Product Itself

et = P

Example
Change your ebook

but not everyone <can
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Ways to Differentiate

Market to a New Audience

-

Example
Instead of selling your Nintendo Wii to a video gamer,
market it as a fitness product to go with the Wii Fit!




Ways to Differentiate

Add-on Value

Example
Make your laptops stand out by adding a FREE case!
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Ways to Differentiate

Bulk

Example

If your customers are going on a trip or planning a
wedding they might want a lot of disposable cameras to
document the event, rather than just one!
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How Can Market Research Help

A Market research can help ;
you see more clearly what Bay Seller ID: |
you are offering vs. what | |

. v Recent Auctionz | PlEs e ar s A et
you competitors offer. Start Date - [09/06/2008 3| | 1o 0o [10/16/2007 3

End Date - [10/06/2008 3| | 0o (1171772007 4|

- ldentify competitors

MNumber of Auctions: I5l]l] Auctions ;I

- Understand their strengths g [

and weaknesses

v Regular v Dutch [ Store

- Seller search AND Product [~ Personal Offer v BIN only
search e

-:HammerTap




How Can Market Research Help

Quick Competitive Analysis

Disney Stuffed Animals Fisher Price Stuffed Animals Gund Stuffed Animals
e | |
Total Listings Lata ] Total Listings 1279 Total Listings BE12
Listings with Sale 1834 Listings with Sale RER Listings with Sale 1394
Lizting Success Rate [L5H] 3N.25% Lizting Success Rate [L5H] 44 25% Lizting Success Rate [L5R] 24.84%
Average Salez Price [A5FP) $39.61 Average Salez Price [AS5FP) $39.29 Average Salez Price [A5FP) $14.08
Total Sales $17 67442 Total Sales $5.256.31 Total Sales $13.717.64
Sellers with Sale 1032 Sellers with Sale 212 Sellers with Sale 562
Average Sales Per Seller 1.73 Average Sales Per Seller 267 Average Sales Per Seller 249
Average Revenue Per Seller  $17.13 Average Revenue Per Seller  $24.79 Average Revenue Per Seller  $35.03

Quick Analysis:

A Fisher Price has the highest listing success rate at 44%
A Gund has the highest sales price, averaging $14.08 per listing

A Disney has many more sellers in the market with 1,032 sellers making a sale
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Conclusion

A To rise above the price war, sellers
have to differentiate and create
value in areas other than price.

A You can differentiate through
changing your product, marketing
to a new audience, adding-on, or
listing in bulk.

A Non-price competition is usually
more profitable than selling for a
lower price and avoids the risk of a
price war.
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