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MAIN IDEA

Everyone in business today is facing hypercompetition on steroids. “Commoditization” – the process of making one product or
service become completely interchangeable with that provided by others – is occurring everywhere. As soon as you improve the
quality or other features of your offering, your actions will immediately be matched by others and generally at a lower price point as
well. You will then get squeezed between the need to lower your own prices to stay competitive and the steadily rising costs of all your
business inputs. Commoditization means you become unable to charge more for what you have to offer.

The conventional answer to commoditization is to differentiate, but before long everyone else has the same bells and whistles as well.
A better approach is to get to understand what kind of commodity trap is arising in your industry – there are actually three types which
crop up over and over – and then work to identify and resolve the dilemmas and challenges which are posed by each kind of trap. In
fact, by coming up with a commodity trap specific business strategy, you can not only escape and destroy the trap but you can also
position your firm to take advantage of the trap to grow even more in the future.

So how do you beat the commodity trap? There are six steps involved:

Commodity trap #1 – Deterioration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Pages 2 - 3

Commodity trap #2 – Proliferation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Pages 4 - 5

Commodity trap #3 – Escalation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Pages 6 - 7

How to keep finding your optimum competitive position. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Page 8

Identify the trap you face

Spot the trap early before it does damage

Escape the trap

Destroy the trap

Turn the trap to your own advantage

Choose the right strategy6
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Use the trap to
your advantage

Prices are steadily declining but
customers benefits keep going up

all the time as new technology
becomes available

Prices go up or down and benefits
go in all directions as various

competitors offer new and different
combinations to the marketplace

Prices go down and benefits go
down as well as a new low end

competitor comes into the
marketplace and dominates

Three Commodity
Traps

Choose the
right strategy6

Re-seize the market’s momentum
for your own firm by making a truly

momentous move or by getting
better at making transitions

Pick your competitive battles
carefully and narrow the fronts or
threats you respond to rather than

getting spread too thin

Sidestep the market power of the
low-end player – you can move

upscale, migrate to another market
niche or move on completely

Reverse the momentum by either
freezing everyone in their current

positions or by aggressively raising
the bar for your industry

Overwhelm the threats you face by
concentrating your resources

where they will do the most good
and by being selective

Undermine the low-end player’s
own market power by reinventing

your supply chain to undercut their
prices or redefine value

Contain the low-end player’s
market power so they are locked in

to staying at the low end of the
marketplace only

Outflank the various threats by
making available new and varied
packages of your own combining
primary and secondary benefits

Harness the momentum by adding
more bang for the customer’s buck

which in turn enhances your
competitive advantage

Manage your market power so you
effectively reduce or avoid
altogether the impact of the

low-end discounter

Manage the threats you face so
you conserve your resources or

else go whole hog and commit to
fighting on multiple fronts

Manage and control the movement
of products towards the

low price–high benefit corner of the
price–benefit marketplace map
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