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0 O O Such customer behavior implies knowledge of the competitive alternatives. Customers who have greater
knowledge of available alternatives and the differences in product features will often patronize a wider range of
retailers.7 Interestingly, this is often exacerbated by retailers themselves. As retailers become more proactive in their
marketing efforts (using such tactics as selling over the Internet, aggressive advertising, multiple catalogs, and
prospecting for new customers), consumers become increasingly aware of a wider range of alternatives, better
prices, better service, and better features. This knowledge leads many customers to migrate from local retailers that
do not sufficiently measure up to their growing demands.Thus, in most cases, higher prices will result in less
demand for the retailer because households have limited incomes and many purchase alternatives. This reality
should suggest that retailers cannot be profitable by setting prices at the highest possible levels. Retailers will find it
necessary to set prices somewhere below the maximum possible price but above zero. Extremely low prices will sell
large quantities but not generate sufficient sales revenue to cover costs and generate a profit; retailers are simply
unable to meet the maximum customer demand at a profit. At the same time, extremely high prices will result in
low quantities sold and hence, although the price per unit may be high, the sales revenue would not cover both
variable and fixed costs. As a result, retailers must routinely monitor competitors' prices in the trade area, as well as
understand the impact ofcatalogs and the Internet. Retailers also need to recognize when a drop in a competitor's
prices is temporary and inconsequential to long-term competition (i.e. the competitor will be out of business if it
prices too low) or when the competitor has set a new permanent pricing standard that requires them to adjust their
profit expectations.
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