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It’s every business executive’s worst
nightmare: you raise your prices,
only to alienate your customers and
decimate your bottom line. But
what if the reverse were true?
Social psychologist Robert Cialdini
suggests that in some cases,
businesses can actually increase
their sales by raising prices. The
Prof. Robert Cialdini says raising your prices may
increase sales (Image via Wikipedia)
reason behind this surprising
phenomenon, he revealed in a
recent podcast interview, is that in
“markets in which people are not completely sure of how to assess quality,
they use price as a stand-in for quality.” While most customers wouldn’t pay
$20 for paper towels because it’s easy to compare them to other products on
the store shelves, it’s much harder to evaluate certain categories of products
or services.
Art is notoriously challenging – what makes a Damien Hirst sell for millions
while a similar piece by someone else might languish? Consulting or other
professional services are also hard to compare, because practitioners may
have different approaches or skill levels, so you’re not comparing apples to
apples. Thus, says Cialdini, “especially when they’re not very confident about
being able to discern quality in their own right, people who are unfamiliar
with a market will be especially led by price increases to go in that direction
[and purchase more expensive offerings].”
Pricing is such an important signifier, says Cialdini, that “organizations will
sometimes raise their prices and as a consequence, will be seen as the quality
leader in their market,” regardless of whether they’ve upgraded their
offerings.
Cialdini’s findings aren’t a clarion call for everyone to charge more, however.
Pricing mistakes – such as charging high fees when it’s obvious your company
doesn’t have the skills or reputation to demand them – are a quick way to lose
business. But if you’ve been considering a transition into the luxury market or
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positioning your company as a top-end provider, higher prices might help you
cement that reputation.
How has your company handled its pricing strategy? Have you raised fees? If
so, what was the response?
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