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THE MONEY ISSUE

IS RIGHT?

WHICH PRICE

PREPARE FOR THE COMING REVOLUTION
IN HOW BUSINESS SETS PRICES

It is an urgent guestion: How can we increase profits if we can't raise prices?
The answer demands revolutionary thinking—new insights about strategy and
human behavior, turbocharged with scftware, mathematics, and rapid-fire
expernmentation. s your company ready to master the new era of pricing?

Are you prepared io pay the price of failure?

By Charles Fishman

AI FI LI N E TIC KETS cosl 0K less thon they

did 25 vears ago, A peo-titer bottle of Diet Coke often-has the
sarme pricetag as itdid in 1985 Light-bulbs, laatops, heck, even
thee “cost™ of a moraape—all are at hisione fows, it's baen a
gand 2} vears o be a consuwmst.

Bul fer companics. the pressure i on. Most comparies soe
desperale 1o faise prices. And virmally every company has the
same loiment: W can't, Custimers wan't staod for i, Clompet-
ors will anderenl uss And technology will disrupl ws—agzam.
Jack Welch saw it buek m 1952365, when he fanously complsined,
“There 15 no poeing power-al @ll.” The eavironment: 3 even
tongher loday,

Anyone who sells anyibing knows: thal priee 15 the pivolof
pusiness. the slimate leverage, Il you can ralse prices—<¢ven o
Bit—you can nerease profiis dramaticadly. 11 you can’t raiee
prices, vou fezl like vour budinesy s strugaling, reeandless of
whal is happeniing with cocl, guality, or service.

Meamwhale, anvome who buvs anyehing kimows theat glmost
nothing has o sigele price anvimors, Want to know the price of
sornethingt Well, vou pel bick 2 series ol questions: Who are:
v How hong havd v been ioustasmer? How mnch aie von
burving? Hlow good are vow a1 unblinking nogotiation’? Lid vou
brawg yeur Ereguent-shopper cand®?

5o I'set oul oun g massten: toenter the hioden world of poces
and pricers. | wamed o talk candidly with the smartest experss,
the savviest execunves, and the mest pimble tacticians about the
st wrgent subiject in business oday: pricing, | sensed trouhle
when the st person T eallad o interview sad altern few min-
e, Waill. | hear typing. | abwevy ol nervous when T hear
typing. " Nexi came & woman [rom Amenican Airlines, She keps
repeating the official posinon: “Absolutcly fot. We just don™t
discuss prices.” Finally, she plendsd, "IF | wlk about pricés. 1
gl ge 1o jail” The spokeswonnin lor a f@letonn Company
said, “We re mer going ootalk shoor prices, anc the Tt v
wi e el poongto talle shout 18w ofl he second. You oan't use
the fact that we won't tilk about prices ina story.”

Bort i was mol onb] 1 imsweied o Chicago, ton Prolessional
Pricing Society conference, that T.gen a full picture of how sen-
sithvie the subject is. Onomy fest day, T was asked o leave the
tracle-show exmbits-—the place whers vendors bep Loy dices-
an. A suardwas posted ar the door, i eoase 1 nsd o slEpin, On
the seoonl day, Fric Mitchell, president of the PPE, spotled me
stmding in this lobby oonside the mectng cooms and scowled, 1
wirld gpprouch someone ong introduce myself, snd Maitchell
wuiuld tag slong and siund with us ammos erossed a3 1 asked
questions. Eventunlly. lis dignity evercaome his paranoia, and




he assigned an aide 1o follow ime, [ didn’t mater. Shanly, T was
zpprosched by a man who was large enotgh to play nose tackle
for the Chicago Bears. Leva! worked security for Mamiotr, He
was extremaly polite, and he told me that T wowld Be leaving the
hoel. fmmediately.

So there [ was. standing in a biting brecze op Michizan Av-
enue, wondering what it is about prices that makes otherwise
reasonable businesspeople so parancid. One facior 1s stratesic
secrecy: Prices arc so tmportant 10 business that most exeeu-
tves don't want to disclose what they know, But the bisger
tactor, I came to appreciale, is fear of embarmsssment: Mose ex-
ceutives are siprisingly in the dark when it comes to setling
prices. They guess; they Say a prayer; they cross their fingers,
They are afraid to disclose whar they den 't know,

Kent Monroe, a profésser at the University of 1Hincis ar Ur-
bana-Champaign, is one of the deans of pricing. He's heen
teaching the subjeet for nearly 37 vears, and he knows that
sloppy thinking about pricing is widespread across the U.S.
economy. Both consumers and businesspeople assume that
price has everything 1o do with cost. Wrong. “You have to know
the cost 50 that vou cun understand the profitability implications
ol price,” says Monroe, “but not for the purpose of setting
price.” Buginesspeople assume that if they ane in a competitive
sitnation, and prices drop, they have 10 maich, Wrong. “The nat-
ural tendency to mateh is fpohsh,” he savs. Executives who are
devoted to using “data™ in all kinds of other arenas think it's
perfectly acceptable 10 set prices based on “histury™ or “experi-
ence’ oF “instnct,” Wrene again

Monree tells a pricing story that shows how even the sim-
plest sitation can confound aceepred wisdom about prices. “A
company is ruaking two versions of the sume product”™ savs
Menroe. “One has 2 little more gold and foil on it, but they're
easentally the same. One s $14.95; the other 15 $18.95 Not
surprisingly, the $14.55 item is selling better. I1's alse the
rwer-profit prodoct,

“Then a competitor comes in with a third product. Again, it
essentially the same thing, but a fancier version, And it's moch
higher priced: $34.95.7

For our eriginal company. asks Monroe, “what becomes the
best-seller” Why, the $18.95 version, of course.”

ICs & small story, but iUs true, In fact. you can feel how nght
Monroe is. “The point,”" he says. “is that economic theory says
that can’t happen. Bul it does.”

The nead curves and erisp laws of supply and demand, elas-
ticity. and rational behavior that everyone leams in micioeco-
nomics class don't work in the real world.

Business i at the start of 2 new era of pricing. This era is
being shaped by a new set of insights into busingss strategy and
human behavior, and these insights are turbocharsed with soft-
ware, mzthematics, and rapid experimentation. The result is
what might be culled “setentfic pricing.” There is even a blos-
soming indostry of a dogen companics that offer scientifie-
pricing services.

Changes in pricing will alter every pirt of the cconomy, The
way thal business gets done will change, and companies will
flourish or be enushed based in part on their ability 1o grasp and
master the naw science of pricing. Among those already psing
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the new wechmgues are Best Buy, DHL, Ford Mowr Co., the
Home Depot, JC Penney, Safeway, Saks. Staples. UPS, and
Winn-Dixie, General Elgetric, perhaps taking Jack Welch's
warnings (o beart, 14 not only working with at beast rwo different
pricing compimics——it has also invested in one.

PRICE CHECK (l): BEFORE THE BAR CODE

The oldest records of prices ever found are clay tablets with pie-
ingraphie symbols Tound in a town known as Urok, in what was
apcient Sumer and what is now southern lrag. These price
records are from 3300 BC—they've survived 5,300 years. The
documents—records of payment for barley and wheas, for
sheep. and for beer—are really receipes. “Uruk was a larse city,
at a minimum 40,000 people,” says UCLA professor Robert Bo-
glund, one of the few experts on the Urek docoments. “So some
of the gquantities are very high—hundreds of thousands of
pounds of barley, for mstance”

But bere's the really remarkable thing. The earliest Urnak tab-
lets aren’t just the eldest pricing records ever found, They are
the nldest cxamples of human writing ver discovered. In other
wirds, when humans {irst took stvlus o wet clay, the fisst thing
that they were compelled to record was... prices.

INSIDE A PERMANENT PRICE WAR: “YOU'RE ONLY
AS SMART AS YOUR DUMBEST COMPETITOR”

If there are pioneers in the world of scientific pricing, they are
the-arrlines. In the 23 years sinve deregulation, the airlines have
honed an obsession with prices—their own and cach other’s—
that is legendary. We all live with the seemingly bizarre incon-
sistencies that result, such as two people on the same plane, sit-
ting across the aisle from each other, one of whom paid $290 to
iy from New York to Miami, one of whom paid $1,290. We
also benefit from the pricing obsession: With jusi a licde bit of
planning. youcan fly for the same price wday that you did in
1986}

The airlines know full well that we are puczlad by the frantic
pricing and repricing that they do—puzzied, that is. when we
aren’t infenated. Jim Compton, senior vice president of pricing
and revenue management i Continental Airlines, not only
wisn 't scared of going 1o jail if he talked about prices, he was
happy to pull back the curain, to show fliess whal he apd his
13{-person s1ail are up against. “1 do not set the prices.” says
Compten, a patient, thoughtful man, “The market scts prices,”
That™s point one. Point twoe: “1 liave a really perishable produet.
Ir's gone when the door of the plane closes, An cmpty seat is
bost revenue.”

But here's the first of many oddities of airlme pricing. Most
other perishable products—milk, bananas, wendy sweaters—
get cheapet the eloser they dre to being “expired, ™ Airline seats
get more valuable the closer they gel 1o being “expired.” The
mosl valuable airline seat is the one that somebody must have
an hour belors takeoft and is willing 10 pay almost any price for.
Unlike a banana an airline scat gets more profitable with
tme-—right up 1o the moment it goes from being worth $1,000
cie-way 1o being worth S0,
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Hare's how Compion amd his colleages think abont this:
You always want that seat available 1o sell at full price—just in
CASE SOMEONE Wanis i, You want to sell every seat on the plane,
excepl that you alio want t hive a handful leftat the very end.
for your most profitable (oot 10 mention most arztefol) cos-
{omers,

The airlines could easily sell ont every seas, every flight,
every day. They'd price ‘em pretty iow, book ‘em up, and wait
for takeoff. But that would mean there’d pever be any seats
available two or three weeks hefore 4 i ght took off. How exas-

perated are we to call und find oo seats three days out? What if

there were no seals three weeks our?

When you understand that dilemma, all of 2 sudden, airline
prives dun't seem so explaitive. Although all of the seats on that
New York— Mismi flight are going 1o the same place, they
aren’ | the same product. You pay less when you commit to a
teket four weeks in advance; Continental assumes o risk for
holding & seat until the end-—and wanis o be paid a 1ot to bal-
ance the tmes when saving that Tast ssal for you means that the
seat flics emvpry. A ticket sold a month out and a ticket seld aday
oul are very different things.

The complexity required to pursue this balance is mind-bog-
gling, Continental launches about 2,000 flights every day. Bach
flight has between 10 and 20 prices, Continensal stars booking
Mights 330 days in advance, and every flying day is different
{Tom every other flying day. Monday is a different kind of day
than Tuesday, the Wednesday before Thanksgiving is different
from the Wednesday before that, At any given moment, Jim
Compten and Conlinental may have nearly 7 million prices in
the market.

And that's just the beginning, All of those prces need to be
managed, all the 1ime. All of the major airfines (except South-
west) parlicipate in 2 joint fare-publishing enterprise called
ATPCO, ATPCO collects Fares and sules {such as advange-pur-
chase requirements, refundability, and so on) from each aiine.
ATPCO then publishes those fares back out 1o the airlines and
b the reservation services. Inthe 1980, fare chunges were filed
once a day, If someone changed fares, vou found oul on
Monday and filed your competitive response on Toesday.
A IPL{} was closed on weckends, Now ATPOO accepts Fare
changes three times every weekdayv—at @ AM. 11:30 AM, and
7 PM Central Time—and once exch on Saturday and Sunday,
From 5 fare changes a week 1017,

As muoch 2s it can look like & kind of silly game—why not
just take a pass on @ couple of those changes?™—it's not. “If &
sale comes in at 7 PM from a competitor,” says Continental’s
sendor director of pricing, RBob Lancaster, "and vou miss the 9
AM filing the next morning—you don’t get your changes in
until | 1:30—yvou’re in trpuble " So when Continental has 7 mil-
lion prices in the market, those prices can change not just every
day, bur several fimes a day. Typically, says Lancaster, the gir-
lines collectively change 75,000 prices a day. On the morning
after someone files a 7 PM sale, there misht be 400,000 price
changes across the markers,

This frantic tail chasing—which is done with the help of so-
phisticated computers and software that predicts ticket demand
the way “models™ predict the weathee—is not lost on the smart
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people who do it The wry. informal motwo of the Continental
pricing Gepartment is: “You're only a% smart as your dumbest
competitor.” If some airline is tiking prices on the Atlanta-
Houston reute jnto the diteh, then by gosh, Continental is going
right down into the ditch with "cm. Usually.

It"s casy w be cynical sbout the airlines; they could do many
things better. But they also live in 2 business environmen! that
would wilt the rest of us—and might soon. In the airline in-
dustry, every competitor knows the price of every product that
every other compelitor offers and knows instantly of any
changes. How would you fare if your competitors knew vour
prices, and your price changes, sutomaticaliy?

In the airline business, every customer instantly knows every
fare available, and a ticket from any airline is egually easy w
buy. How would your business fare if your customers insEantly
knew the prices of your competitors—and could buy their prod-
ucts just a5 easily as yours?

“Are we addicted to the complexity of our pricing?” asks
Contirental's chief economist, Paul Thomas. “Yes, we are. Bt
we aren’ naive about if, We talk about it all the time.”

And this complexity that goes with what the aidines do—this
is what's going to sweep through the rest of the economy. Be-
cause In just the past fow years, the kind of software that the air-
Hnes use has become available © any company,

PRICE CHECK (Il): SHOPPING FOR AMERICA

Cindy Whithngton 15 standing in & sen of women’s costs in a de-
pariment siote in suburban Washington, DC, It is the thick of
the Christmas-shopping season, and there are 29 racks of winter
coats—gperhaps 700 in all, Whittington has a pencil in her teeth,
a three-ring binder on her feft anm, and a look of calm determi-
nation in her cye. She's shopping, and the fate of the nation is
balanced on her arm along with her hinder.

Whittington is gathering prices uséd to calculate the U8,
Consumer Price Index, The mood of the stock market, the
wiges of millions of union workens, and the Social Security
checks of nearly 50 million retivees all depend on the CPL
Given the complexity of the consumer economy, the way that
the C'P1 is assembled remaing oddly handerafted. Some 80,000
prices arc gathered esch month. mostly in person, by 400 people
like Cindy Whittington, For the moment. the prices are recorded
on paper and Keypunched into computers. although pricers will
get touch-seréen laptops lajer this year.

It 18, in fact, the very complexity of the economy that sends
people ourinto the stores every month. The goal of the CPI i= g0
meastiee an unchanging (or at least slowly evolvine) basket of
gonds—so that when Whittington plunges inte the women’'s
coats this season, she's 2ot a detziled deseription of the four
coats sho's seeking. "My friends are very envious, because | gt
[0 g0 shui_‘.-pmg fora living,” she says. “But it's not qhuppmn
it"s pricing.” Saill, Whittington says she spends 50 much fime in
stores, her friends call her “the queen of the deals ™

As for the CPLitsell, what's the price of that statistic? In an
annual ecopomy of §10.2 wrillion, measuring the CPI costs $30
million—L8 cents a vear for each U8, consmmer.
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THE SMART WAY TO LOWER PRICES: DISCOUNT
LESS, BUT DISCOUNT SOONER

According 1o a recent study, 635 of nonconrure clothing sold in
the United Statis in 2002 was on sale. One way or another, if
you're in apparel, managing markdowns matters, Over the
years, clothing retailers have gone from being local shops o na-
aomil chains, and buyers often haven™ visited the stores that
they are buying for. And even thoogh the buyers have com-
puters on their desks, the buying and pocing process has re-
mained remarkably unchanged in half a century,

“Most retat] companiés sGll do a lot of things manually,”
says Steven Schwartz, senior vice president of planning and al-
location at the Casual Male Retail Group, a chain of 475
clothing stores. “Our buyers and planners got reports on sales
and inventory weekly,” says Schwartz. “And they evaluated
these reports. looking for what was selling, what to discount,
and deciding the markdewn. But they were gaing through paper
12 inches thick, We took a markdown, IF it worked, great. If i1
didn "t work, we ok another markdown,”

A couple of years ago, Schwarlz besan to look for a better
way, and he found a half-dozen companies offering soltware to
aulomate the markdown process. [t works somewhat like air-
ling-pricing software: The computers absorh several years’
worth of data, look at what's in stores and how it°s selling, and
spit ot recommendations for prices on specific clothing items.
Caszual Male picked ProfitLogic, a company based in Cam-
bridge, Massachusetts that is also working with the Home
Depot, JC Penney, and Old Navy. During the first year, Cagual
Male did a test across six departments in all of its stores,
Sehwartz’s buyers wonld tell the ProfitLogic software what in-
ventory they wanted (o move, what the price was, and, most im-
portantly, when Casual Male wanted 1o be sold-out (or when the
chain wanted 10 have a certain amount left to be sold a1 its outlet
chain}.

Profitlogic's system not only gave suidance on what to dis-

‘count, and by how much, it also allowed Casual Male™s buyers

to ask their own questiony, like, *What happens if we mark
down 10% insread of 205%™

The software inspired one basic change in the Casual Male
markdown world: Discount less, bul discount a Tol sconer.
“Merchants tend to get emationally committed to whit they
tuy.” savs David Boyce, ProfitLogic's vice president of mar-
keting, "Buyers pick styles, colors, In general, they get it right;
but once in a while, they don't. They always say, ‘Just one more
week? I will seltf™™

At Casual Male, the results were  immediate.  “Sell
throughs™ —selling all of something—"were muoch faster, much
soaner,” savs Schwartz. The clothing was still on sale—but pot
as deeply discounted as it wounld have béen o month later in the
seasOll. Schwartz is profective abowt the exact improvement in
profitability, But in June 2002, the soltware was rolled our for
all itams arall stores—aficr Casval Male upgraded its national
pomni-of-sale system.

saks, with $6.5 billion In sales, 1z using similar software de-
signed by a ProfitLogic competitor, Spotlight Solutions. After a
test dane during Christmas 2001, Saks rolled oot the sofiware
widely this past Christmas. Like at Casval Male, the system is
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recommending smaller markdowns, but sconer. "What has sur-
prised me.” says Bill Franks, CTO of Saks, “is the accuracy of
the software’s algorithm predicting sales if we move the price.
It 15 uncanny Bow accumie the software 18,7

Franks thinks that as the software becomes commonplace. it
could have an unintended effect: that of Jowering list prices.
"What we've had to do up to now is overprice things at the be-
ginning, o compensate for onderpricing at the end of the
season,” be explamns, “Ulimately, evervihine may be a little
cheaper, becapse we won't have i absorb the cost of those deep
markdowns at the end™

PRICE CHECK (Ill}: HOW MUCH FOR A COKE?

One of the great moments in the history of price foolishness in-
volved Coca-Caola. On October 28, 1999, the New York Times
reported that Coke was testing a vending machine that could
sense the outside temperature und “automatically mise prices
for its drinks in hot weather,”

The story came from Coke's then-chairman, Douglas
Ivester. Hes was deseribing the technology to a Brazilian maga-
zine, bragring that it could increase price during & §ports cham-
plopship in summer heat “when il is fair that it should be more
expensive.” Coke conlirmed the testing: Pepsi said that it would
never “exploit”™ casiomers in hot weather,

The story rn arpund the world and was met with outrage. Ga
the day that the story broke, Coke backpedaled furiously, a
spokesman saying of temperature-contralled pricing, “We don’t
see [that] happening anytime soon, iMever™

OF course, Ivester was right according 10 cconomic theory
and marke! experience. His customens already paid a wild va-
riety of prices for Coke, dépending on the setting, What Ivester
Eot wrong was the human part, the perception of price. Consider
what the reaction might have been to this headline: “Coke
wasting machine that zutomatically discounts prices in cool
weather.” The tale of the temperature-controlled Coke maching
i3 now tavght in business schools across the country.

THE NEW SCIENCE OF PRICING:
TEST AND TEST AGAIN

Larry Warnack hits only been a new-wave scientific pricer for 2
few momehs, but he talks with the real of o convert—a zeal that
comes from having discoverad afier 20 years in business some-
thing that's been sitting there all glong, "How do companics set
their prices? asks Wamock. “Three wavs. There's cost-plus.
There's ‘becanse my competitor did it.” And then there's what
we call OTA pricing. Politely, that's ‘out of the air.” Companies
say, "We price whal the market will bear.” Bul they do nothing
10 measnre what the market will bear™

Warnock is an excemive vice president al Filliant, an
Austin, Texas-based company a1 the forefron! of measuring
what the markel will bear, Zilliant’s offices hardly secm to xit
at the epicenter of a strategic revolotion. The workspace is pe-
destnan. The software, however. is not. Zilliant pulls together
a growing body of math that can analyee huge amounts of data
and then use even more math to predict human behavior in the
face of price changes. This isn't the kind of problem solving
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thut even miost math-team alumni have any expericnce with,
Zilliant™s chief scientist, Abmet Kuyumcn, sent #long a
couple of algorithms of the sort that Zilliant uses. Here's one:

PuintRi=Exty 2 PIRYY.

The leap isn't just the computing power, thoagh, or the math.
The real leap of Zilliant, and its competitors, i a shrog of mod-
esty. Zilhiant says, We're not actuslly poing to get the price
righr. What we're poing (o do s lood jfor the deht price.

Lillsants sofiwere runs cxperiments. You pick a goul—max-
imizing lotal profits. for instance—and then you start selling
sruff, the same stuff, in fact, just at slightly different prices. You
tan’t Just take a flier and raise your prices 5% and see if anyone
flees to a competitor;, you don™ just drop vour prices 15% and
hope that the price brings fn 20% more business, You test, you
sell, you gather data—you see what works, Then you chanae
your prices—maybe 4% up, maybe 6% down—when yoo know
whal's going to happen.

Small changes can make all the difference: Jim Compron and
his colleagoes at Continental Airlines boarded 44 million pas-
sengers in 2001, at an average tcket price of $193. Charging
two bucks more per ticker would have swung the firm 1o profit.
That's a price change of 1.04%.

Seientific priving 1= really pricing using the scientific method.
Let’s not guess whal's going to happen; let’s change pnces ina
controlled way, watch what happens, then chinge prices for real
after that, And by the way, we'll begin the next st of experiments
the pext day,

These experiments can reshape how and what companics
charge for their services. One of Zilliants first costomers was
DHL, the 36 billion-a-year shipping firm, DHL hadn't changed
its list prices in five years. and its walk-up (or call-up) business
wik shrinking in the face of competition from FedEx and UPS.

The Lypical way that DHL might adjust prices would be to do
a marked-research study—0 ask consumers whether they’d ship
a five-pound package from Houston to Lyons, France for, say,
$51. How about 5717 The problem is instantly clear, A “study”
like that is marginally betier than a puess. As Aman Adinew, di-
rector of pricing and yicld management for DHL North America,
wis considering his options, he stumbled onto Zillian

“I saw a huge difference betwoen this software and the
[survey]” says Adinew, “Tt is actually esting my customers.
They eall, we quote a price; they are actually shipping,” In
DHL’s case, the Zilliant software measures something just as
Important: customens whe called. pora quate, and didn s ship—
a failed price.

The stakes were huge. In the international markets where
they competed, FedEx and UPS were underpricing DHL by
2046 10 30%. But DHL has a strong internasional reputation. Did
i need to muatch those discounts 1o hold its costomers? Would
less of a discount do thic job?
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The scale of the problem, in ordinary ferms, was vast DHL
was looking at prices in 43 different maurdets (United Swates to
Mexico, for instance, or United States 10 Japan), in a ranee of
weights, Just the busic pnee prid had hundreds of boxes—amd
DHL needed o tes prices in every market for every product.

And the deadline was brutal. DHL and Zilliant talked in Sep-
iemoer 2001, Prices had to be set by December 17, to make the
price-change date of February 1. After Adinew hired Zilliant,
the company got its software insealied ar DHL s Tempe, Ari-
zoma call center in 14 days.

The Zilhant sofpware would st behand DHL's own systems.
randomly offering customers the “experimental” prices, then
recording the results, “We're taking real orders,” savs Adinew.
“If something happens, and they shut it down, well,” he laughs,
“I wouldn’t be talking to you right now.™

Adinew and his stafl had guesses about where raising and
lowering rates would change volume and profitability. But Zil-
liant tested 4 mnge of prices for every product and every market,
just to see; In the end, the system gathered 1ens of thousands of
date points. DHL wound up changing hundreds of prices. And
there were plenty of surprises. “Maost of our prices went down,™
siys Adinew. “But did we have to march the comipetition? Not
at all.™ In fact, by lowering prices just a bit, DHL s “ad hoc™
business nod only stabilized, it grew. People were willing to pay
more for DHL.

One key measure of the suceess of DHL s walk-up rates is the
“guete-o-book™ ratio, Of people who call t gel a guote. how
many actually ship? Before the Zilliant (est, the number was
about 17%: The new prices have Increased the ratio to nearly 25%
who call and ship, Revenue i$ up and profitability is up—in the
shipping husiness, ina recession. “That’s the beauly of IL"” says
Adinew, The Zilliant experiment paid (or itsclf, he says, “ten
thousand Gmes over. [can't eell vou the oumber, but its hiuge.”

Prices make the world's cconomy go round, OPEC looks like
it's about power; it*s really about price. CNBC looks like it's
about business; it's really a TV network devoted o prices. Even
money, for all its ostensible power, is just a solvent for price,
And el for all their significance, pdces have most often been
taken for granted. Scientific pricing ends that.

Adinew, with his airling backeround, knows the power of
what he did. “This was no guessing game " he says. “We will
never do this the old way again. This is science.” DHL i3 now
sturting 1o use the Zillinnt software across all kinds of other seg-
ments of its business. And Adinew has seen the future: “In 10
years, no majer company will be able to survive without this
kind of software: You just won't be able 1o compete.”

Charles Fishman (cofish@mindspring com). o FAST  CoMPANY
semor editor, considess himself “extremely price sensitive.” His
colieapmes just think he's cheap,
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