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Washburn Guitars;

e offer a guitar at every price poi
i ! point fi ski
fevel,” explains Kevin Lello, vice preside?:t Z\t/‘eg Sllu"
. arket-
Lng at Washburn Guitars, Wagh-
urnA IS one of the most
prestigious guitar manufactur-

ers in the world, offerine i
y €ring instru-
ments that B

5 range from

| one-of-a-kind, custom-made acoustic
and electric guitars and basses to
Jess-expensive, mass-produced gui-
{ars. Lello has responsibility for mar-
keting Washburn’s products and
| ensuring that the price of each prod-
| uct matches the company’s objec-
tives related to sales, profit, and
~ market share. “We do pay attention
to break-even points,” adds Lello.
“We need to know exactly how much
a guitar costs us, and how much the
overhead is for each guitar.”
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THE COMPANY

- The modern Washburn Guitars com-
pany started in 1977 when a small
Chicago firm bought the century-old
- Washburn brand name and a small inventory of guitars,
parts, and promotional supplies. At that time, annual
company sales of about 2,500 guitars generated reve-
nues of $300,000. Washburn’s first catalog, appearing

”: in 1978, told a frightening truth:

- Our designs are translated by Japan’s most experienced
* craftsmen, assuring the consistent quality and craftsman-
~ ship for which they are known.

At that time, the American guitar-making craft was
n all-time low, Guitars made by Japanese firms,

ch as Ibanez and Yamaha, were in use by an in-

g number of professionals.

anged for Washburn. Today, the com-

ut 50,000 guitars each year and annual

$40 million. All this resulted from

Keting strategies (O develop
ifterer ts targeted at

different price poin
ly different market segments.

TS AND MARKET

was the trendset-
-bodied flattops,

Using Break-Even Points to Make Pricing Decisions

© Paul Kane/Getty Images

with built-in bridge pickups and controls. This guitar
hecqme the standard for live performances as its pop-
ularity with rock and country stars increased. Over the
years, several generations of musicians have used
Washburn guitars. Early artists included Bob Dylan,
Dolly Parton, Greg Allman, and the late George
Harrison of the Beatles. In recent
years, Mike Kennerty of The All-
American Rejects, Rick Savage of
Def Leppard, and Hugh McDonald
of Bon Jovi have been among the
many musicians who use Washburn
products.

Until 1991, all Washburn guitars
were manufactured in Asia. That
year Washburn started building its
high-end guitars in the United
States. Today, Washburn marketing
executives divide its product line
into four categories to appeal to dif-
ferent market segments. From high-
end guitars to low-end ones, these
product groupings are:

e One-of-a-kind, custom instru-
ments.

o Batch-custom instruments.

o Mass-customized instruments.

o Mass-produced instruments.

The one-of-a-kind custom products appeal to the
many stars who use Washburn instruments as well as
collectors. The batch-custom products appeal to pro-
fessional musicians. The mass-customized products
appeal to musicians with intermediate skill levels who
may not yet be professionals. Finally, the mass-
produced units are targeted at first-time buyers and
are still manufactured in Asian factories.

PRICING ISSUES

Setting prices for its various lines presents a continuing
challenge for Washburn. Not only do the prices have to
reflect the changing tastes of its various segments of
musicians, but the prices must also be competitive with
the prices of other guitars manufactured and {narkete@
globally. The price elasticity of den}and, or price sensi-
tivity, for Washburn’s products varies between its seg-
ments. To reduce the price sensitivity for some of its
products, Washburn uses endorsements by internation-
ally known musicians who play its instruments and lend
their names to lines of Washburn signature guitars. Stars
playing Washburn guitars, such as Nuno Bettencourt of
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