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A company’s pricing strategy should not only define the positioning of a company’s offer, but also detail 
what resources are available to reward customers’ behaviour and achieve company’s goals. As the au-
thor explains, the solution is to avoid a poor design of commercial terms, dedicate time to proper com-
munication to the sales teams and ensure consistency between business objectives, commercial terms 
and sales incentives. This paper will explain the benefits of looking strategically at commercial terms and 
show what a powerful tool they can become, if positioned as an investment rather than as a cost. Author 
Paolo De Angeli, CPP is Pricing Group Expert at Borealis. He can be reached at pdeangeli81@gmail.com.

The Role of Commercial Terms in 
Achieving Business Objectives

CONTINUED ON NEXT PAGE �

Figure 1: The price waterfall – by carefully indicating the amount of resources invested on each lever and 
visualizing the result with a histogram, companies can learn where to focus.

M
any Companies spend a significant amount of time in 
defining their Business Objectives, but often then for-
get to translate them into the right set of Commercial 
Levers. As a result, they may be focused on increas-

ing profits but do not realise that all their discounts and rebates 
are rewarding higher volumes. 

Experience shows that the strategic role of commercial terms is 
often overlooked, not promoting required customers’ behaviours. 
It is therefore evident that Pricing Professionals have a unique 
opportunity to support companies to achieve their strategic ob-
jectives faster, by designing and giving the sales team the right 
set of commercial levers.

This paper will explain the benefits of looking strategically at com-
mercial terms and show what a powerful tool they can become, if 
positioned as an investment 
rather than as a cost.

Pre-requisite: 
establishing some  
basic reporting 
methodologies
Before exploring the con-
cept itself, it is worth focus-
ing first on the importance 
of price monitoring.

As a basic principle, ev-
ery good Pricing Strategy 
needs to be translated into 
concrete terms and brought 
to the market through a con-
sistent commercial policy, 
whose levers are designed 
to promote the company’s 
strategic objectives, at a 
product and customer level.

Many are the commercial 
levers a company can use, 
typically on-invoice dis-

counts and off-invoice rebates, but in order to be effective and 
select the right ones, companies need to combine the knowl-
edge of the market with a structured analysis of historical data.

Price monitoring processes and tools are, in fact, essential for an 
objective understanding of the performance and help manage-
ment understand where to focus to improve sales and margins.

Among the different tools used, it is worth mentioning the Price 
Waterfall and the Pricing Cloud. The first (Figure 1) can be easily 
created by listing all commercial resources spent, starting from 
the Gross Price (or Sales) down to the Net Price (or Sales), care-
fully indicating the amount invested in each commercial lever and 
visualizing the result with a histogram. The result is simple but 
extraordinary, since it allows management to quickly understand 

   

Figure 1: The price waterfall – by carefully indicating the amount of resources invested on each lever and 
visualizing the result with a histogram, companies can learn where to focus. 

 

The “Pricing Cloud” (figure 2) is, instead, a dispersion map which typically indicates customer volumes (or sales) 
on the x‐axis and net prices of those volumes (sales) on the y‐axis; also in this case, in spite of its simplicity, this 
tool often provides interesting results to build a conversation with internal stakeholders, typically Sales and 
Marketing, who are the key partners in defining the overall pricing strategy. With some graphic 
differentiations, the tool can show results by Sales Area, customer segment etc. and enrich the dialogue 
between colleagues. The majority of companies that adopt these methodologies usually discover that their 
commercial policy has one or two main levers requiring focus and that there is a sub‐optimal price execution. 
This exercise is important as it helps management to identify situations of “self‐induced price erosion” (when 
very comparable customers receive very different amounts of resources), that could trigger or be the main 
reason for internal commercial tensions between sales areas.

Figure 2: The Pricing Cloud – both “vertical” and “horizontal” price dispersion can lead to situations of “self‐
induced price erosion,” at the basis of internal commercial tensions among sales areas. 

framework defined by the pricing team. Both departments need to act as business partners to each 
other, in a constant fine‐tuning exercise. Sales should not be left alone in the implementation and 
should have a constant open discussion with the pricing organization when executing the pricing 
framework.  This is key to be successful.  
 
In addition, they both should understand the importance of being (almost fully) transparent: by clearly 
and transparently communicating to their customers what resources they can get and what are the 
conditions that must be met in order to be rewarded, companies create trust. What I observed is that 
a customer that understands the rules of the game and can trust the selling company is more willing 
to treat the counterpart as a partner, rather than as a simple supplier.  

4. Excellent Pricing is right price positioning – Often companies define their Pricing Strategy as a 
combination of Price Positioning (as expressed in the graph below) and Pricing Approach (Reactive vs. 
Proactive or Followers vs. Leaders). 

 

Figure 3: Conventional thinking when it comes to defining a Pricing Strategy: Value Maps and 
Positioning options. A Pricing Strategy should be completed by the definition of the right commercial 
terms to support Sales to reach the company’s strategic objectives. 

 

On the one hand this is, of course, valid. On the other, though, pricing is not only about right price 
positioning, but also a matter of defining the right set of commercial terms, working on eight 
additional elements: 

a) Customer Strategy: Building a link with customer segmentation and allocating more resources 
on strategic customers than on marginal ones. 

b) Product Strategy: Building a link with the product segmentation rewarding more performance 
on strategic products. 

c) Level of Deviation from the target price (“corridor”), that can differ by market area or 
segment, depending on the business objective (volume or margin growth). The corridor is a 
simple yet very powerful pricing tool because it guides execution towards the strategic 
objectives, but often companies do not link any strategic rationale to its width. 

d) Level of Transparency: Differentiating, for example, between resources in the hands of local 
sales managers or regional managers. 

e) Level of Customer / Channel differentiation: Once the principle of differentiating by customer 
segment (point a) has been established, companies need to define what is the intensity of the 
difference between one segment and the other. 

f) Level of Product differentiation: Same as point e, to be applied on the product segmentation. 

mailto:pdeangeli81%40gmail.com?subject=
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Figure 2: The Pricing Cloud – both “vertical” and “horizontal” price dispersion can lead to situations of “self-induced price erosion,” at the 
basis of internal commercial tensions among sales areas.

where to focus for further detailed analysis, starting from those 
where the investments have been higher. 

The “Pricing Cloud” (Figure 2) is, instead, a dispersion map which 
typically indicates customer volumes (or sales) on the x-axis and 
net prices of those volumes (sales) on the y-axis; also in this case, 
in spite of its simplicity, this tool often provides interesting results 
to build a conversation with internal stakeholders, typically Sales 
and Marketing, who are the key partners in defining the overall 
pricing strategy. With some graphic differentiations, the tool can 
show results by sales area, customer segment etc. and enrich 
the dialogue between colleagues. The majority of companies that 
adopt these methodologies usually discover that their commercial 
policy has one or two main levers requiring focus and that there 
is a sub-optimal price execution. This exercise is important as it 
helps management to identify situations of “self-induced price 
erosion” (when very comparable customers receive very different 
amounts of resources), that could trigger or be the main reason 
for internal commercial tensions between sales areas.

Solid price monitoring methodologies and processes help to 
understand if the pricing strategy has been accurately executed 
and support correction of specific situations. Above all, however, 
they support the design of subsequent seasons’ pricing policies 
and commercial levers, based on objective facts and internal re-
view among stakeholders.

Once these basic reporting methodologies, processes and tools 
have been established in the organisation, it is then possible to 
start using commercial terms more strategically. 

Pricing as the bridge between  
sales and corporate objectives
Here are five things to consider in order to create a better link 
between sales and corporate objectives:

1. Companies often do not link the right commercial term 
to their strategic objectives – Every year, many companies 

define or fine-tune their strategic objectives. Typically, an impor-
tant number of people and significant amount of time is dedicated 
to this important exercise and usually this process ends up in an 
accurate list of goals. Often, to simplify a little, the corporate stra-
tegic objectives are then cascaded down to each business unit 
and, eventually, to the sales managers to execute. Very seldom, 
though, companies take the time to understand if their commercial 
policies and terms are consistent with their objectives. In other 
words, they may lack the right focus and a structured methodol-
ogy to make sure that sales managers are equipped enough to 
compete with the right weapons. 

Some companies may therefore find themselves with outdated 
commercial policies that are inadequate to serve new strate-
gic objectives. For example, while they focus on relative margin 
growth, they allocate the majority of their commercial resources 
on rebates that reward a growth in volumes. This may cause, on 
the one hand, leakages in the price waterfall and, on the other, 
lost sales and opportunities.

In addition, this may also lead to more dangerous situations, in 
which commercial terms are used to compensate each other (for 
example, they may use resources allocated for volume growth to 
reward better payment terms). This creates, eventually, a vicious 
cycle in which:

• The commercial/pricing teams do not link commercial terms 
to the business objectives and the sales managers’ incen-
tive KPIs,

• Sales managers do not have the right weapons to compete 
and, without guidance, find inefficient ways to be successful 
(that could also be different depending on each sales area) 
in order to maximize their incentives,

• Data becomes inaccurate not allowing for a true understand-
ing of what reality looks like, and

   

Figure 1: The price waterfall – by carefully indicating the amount of resources invested on each lever and 
visualizing the result with a histogram, companies can learn where to focus. 

 

The “Pricing Cloud” (figure 2) is, instead, a dispersion map which typically indicates customer volumes (or sales) 
on the x‐axis and net prices of those volumes (sales) on the y‐axis; also in this case, in spite of its simplicity, this 
tool often provides interesting results to build a conversation with internal stakeholders, typically Sales and 
Marketing, who are the key partners in defining the overall pricing strategy. With some graphic 
differentiations, the tool can show results by Sales Area, customer segment etc. and enrich the dialogue 
between colleagues. The majority of companies that adopt these methodologies usually discover that their 
commercial policy has one or two main levers requiring focus and that there is a sub‐optimal price execution. 
This exercise is important as it helps management to identify situations of “self‐induced price erosion” (when 
very comparable customers receive very different amounts of resources), that could trigger or be the main 
reason for internal commercial tensions between sales areas.

Figure 2: The Pricing Cloud – both “vertical” and “horizontal” price dispersion can lead to situations of “self‐
induced price erosion,” at the basis of internal commercial tensions among sales areas. 
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Figure 3

• Commercial/pricing teams are not able to design a better 
commercial policy, because they lack visibility and under-
standing of commercial terms effectiveness.

This is an area where still too few companies have fully focused 
to be successful and Pricing has an important opportunity to 
contribute. In order to close this gap, Pricing Professionals need 
to explain internally that, like every other budget element, com-
mercial terms are investments and should be planned accord-
ingly. Moreover, they ought to dedicate the right amount of time 
every year to check whether there is consistency between the 
company’s goals and the company’s means to achieve them via 
commercial terms. By doing so, they can help their companies 
reach their strategic objectives and strengthen their role of key 
business partners. 

This is the key issue and where Pricing Professionals have an 
opportunity to impact, getting more in details than the majority of 
their colleagues.  They know the difference between a discount 
and a rebate and they know that rewarding customers directly on 
invoice is very different from reducing the price via a credit note, 
at the end of the year. It takes com-
petence and discipline to design an 
effective commercial policy, but it 
is rewarding at the end.

Typically, being on invoice, a dis-
count communicates to the cus-
tomer that we are willing to im-
mediately reward a good behavior 
observed. An example is an early 
order discount to reward a cus-
tomer that ordered earlier enough 
to help our company planning bet-
ter and therefore managing more 
efficiently its inventories: customers 
who plan better for a specific transaction deserve an immediate 
reward for that transaction, on invoice. On the other hand, if we 
want to reward a volume growth within a sales season, we will 
use a rebate to incentivize customers to grow and we will rec-
ognize the reward only at the end of the sales season, once they 
achieved the volume goal.

There exist many different customer behaviors that a company 
may want to reward, but we could limit them to the following cat-
egories: increase/protect revenues, increase profit, reduce risk, 
reduce cost to serve and improve presence in the value chain.

For a matter of simplicity, I will focus only on the first one: in-
crease/protect revenues. I will take this as an example that could 
be easily expanded to the four remaining categories mentioned. 

When working with revenues or volumes, there are two vari-
ables companies can use: customer and product. As previously 
explained, selecting the right type of commercial term (product/
customer discount or rebate) is very important, because it com-
municates to customers what behavior the company wants to 
reward. When trying to reward customers and product perfor-
mance, companies should select commercial terms from one of 
the four categories in Figure 3.

As an extreme example, if a company’s sole strategic objective is 
to increase a product’s market share in a particular geography, 
the sales team needs to be equipped only with a dedicated com-
mercial lever - a product volume rebate - to reward those cus-
tomers that help the company grow in that and only that specific 
geography. Nothing more, nothing less. Any other commercial 
lever (payment terms discount, inventory management discount 
and so on) would not be appropriate in this case.

2. Commercial Terms are considered costs: the less, the 
better – Very often companies do not recognize that spending 
the right resources on the right customer for the right product 

is a good investment, not a cost. 
The prerequisite for an investment 
not to become a leakage is to ac-
curately plan where to allocate 
the resources and execute con-
sistently. Companies should build 
their commercial terms as levers, 
in alignment with the customer 
and product strategy, and monitor 
by commercial term to understand 
how effective each single lever 
was if compared to the goals it 
has been dedicated to.

3. Pricing and Sales are con-
sidered in conflict: If in a company pricing managers are consid-
ered “police-officers” and the sales department is seen as wasting 
resources when negotiating with customers, then there is room for 
improvement. What I observed is that when pricing and sales act 
as partners, more profitable transactions occur. More specifically, 
pricing should support sales in achieving the company’s strategic 
objectives, designing and allocating the right discounts and re-
bates and the right amount of resources, and sales on the other 
hand should execute with discipline within the framework defined 
by the pricing team. Both departments need to act as business 
partners to each other, in a constant fine-tuning exercise. Sales 
should not be left alone in the implementation and should have 
a constant open discussion with the pricing organization when 
executing the pricing framework. This is key to be successful.  

Very often companies do not 
recognize that spending the 
right resources on the right cus-
tomer for the right product is a 
good investment, not a cost.

This is the key issue and where Pricing Professionals have an opportunity to impact, getting more in 
details than the majority of their colleagues.  They know the difference between a discount and a 
rebate and they know that rewarding customers directly on invoice is very different from reducing the 
price via a credit note, at the end of the year. It takes competence and discipline to design an effective 
commercial policy, but it is rewarding at the end. 

Typically, being on invoice, a discount communicates to the customer that we are willing to 
immediately reward a good behavior observed. An example is an early order discount to reward a 
customer that ordered earlier enough to help our company planning better and therefore managing 
more efficiently its inventories: customers who plan better for a specific transaction deserve an 
immediate reward for that transaction, on invoice. On the other hand, if we want to reward a volume 
growth within a sales season, we will use a rebate to incentivize customers to grow and we will 
recognize the reward only at the end of the sales season, once they achieved the volume goal. 

There exist many different customer behaviors that a company may want to reward, but we could 
limit them to the following categories: increase/protect revenues, increase profit, reduce risk, reduce 
cost to serve and improve presence in the value chain. 

For a matter of simplicity, I will focus only on the first one: increase/protect revenues. I will take this as 
an example that could be easily expanded to the four remaining categories mentioned.  

When working with revenues or volumes, there are two variables companies can use: customer and 
product. As previously explained, selecting the right type of commercial term (product/customer 
discount or rebate) is very important, because it communicates to customers what behavior the 
company wants to reward. When trying to reward customers and product performance, companies 
should select commercial terms from one of the four categories below: 

Product Strategy  Customer Strategy Type of Commercial Lever
Grow  Increase overall Share of Wallet Customer Rebate 
Grow  Increase specific product Market Share Product Rebate 
Defend  Defend customer from competition Customer Discount 
Defend  Defend product from competition Product Discount 

 

As an extreme example, if a company’s sole strategic objective is to increase a product’s market share 
in a particular geography, the sales team needs to be equipped only with a dedicated commercial 
lever ‐ a product volume rebate ‐ to reward those customers that help the company grow in that and 
only that specific geography. Nothing more, nothing less. Any other commercial lever (payment terms 
discount, inventory management discount and so on) would not be appropriate in this case. 

2. Commercial Terms are considered costs: the less, the better – Very often companies do not recognize 
that spending the right resources on the right customer for the right product is a good investment, not 
a cost. The prerequisite for an investment not to become a leakage is to accurately plan where to 
allocate the resources and execute consistently. Companies should build their commercial terms as 
levers, in alignment with the customer and product strategy, and monitor by commercial term to 
understand how effective each single lever was if compared to the goals it has been dedicated to. 

3. Pricing and Sales are considered in conflict: If in a company Pricing managers are considered “Police‐
officers” and the sales department is seen as wasting resources when negotiating with customers, 
then there is room for improvement. What I observed is that when Pricing and Sales act as partners, 
more profitable transactions occur. More specifically, Pricing should support Sales in achieving the 
company’s strategic objectives, designing and allocating the right discounts and rebates and the right 
amount of resources, and Sales on the other hand should execute with discipline within the 
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Figure 4: Conventional thinking when it comes to defining a Pricing Strategy: Value Maps and Positioning options. A Pricing Strategy should 
be completed by the definition of the right commercial terms to support Sales to reach the company’s strategic objectives.

 
In addition, they both should understand the importance of be-
ing (almost fully) transparent: by clearly and transparently com-
municating to their customers what resources they can get and 
what are the conditions that must be met in order to be rewarded, 
companies create trust. What I observed is that a customer that 
understands the rules of the game and can trust the selling com-
pany is more willing to treat the counterpart as a partner, rather 
than as a simple supplier. 

4. Excellent Pricing is right price positioning – Often com-
panies define their Pricing Strategy as a combination of Price 
Positioning (as expressed in Figure 4) and Pricing Approach 
(Reactive vs. Proactive or Followers vs. Leaders). 

On the one hand this is, of course, valid. On the other, though, 
pricing is not only about right price positioning, but also a matter 
of defining the right set of commercial terms, working on eight 
additional elements:

• Customer Strategy: Building a link with customer segmen-
tation and allocating more resources on strategic customers 
than on marginal ones.

• Product Strategy: Building a link with the product segmen-
tation rewarding more performance on strategic products.

• Level of Deviation from the Target Price: (“corridor”), 
that can differ by market area or segment, depending on the 
business objective (volume or margin growth). The corridor 
is a simple yet very powerful pricing tool because it guides 
execution towards the strategic objectives, but often com-
panies do not link any strategic rationale to its width.

• Level of Transparency: Differentiating, for example, be-
tween resources in the hands of local sales managers or 
regional managers.

• Level of Customer / Channel Differentiation: Once the 
principle of differentiating by customer segment (point a) has 

been established, companies need to define what is the in-
tensity of the difference between one segment and the other.

• Level of Product Differentiation: Same as point e, to be 
applied on the product segmentation.

• Time Differentiation: Some commercial levers may be 
valid for a full sales period, some only for a limited promo-
tional period.

• Agreement Type: The pricing approach to the market could 
be different if deals are negotiated following the development 
of an internal or external reference (typically, costs or market 
indices) or vice versa more autonomously.

5. Commercial Terms are planned but execution is then 
often not monitored – As much as investing time in defining 
and fine tuning their business objectives, some (above average) 
companies dedicate significant time in understanding in which 
commercial terms and segments to allocate their resources, as 
suggested in this paper. Surprisingly enough, though, they often 
struggle in monitoring the execution by commercial term, focus-
ing only on the net sales price performance. This is a big yet very 
common mistake, because it does not help to understand what 
levers worked well and what should be improved to be more ef-
fective. The Price Waterfall can be used in this case to assess 
how much was invested and compare actual execution with the 
budgeted plan. This simple but effective tool should be one of 
the most used by the commercial teams and, every year, the pro-
cess should follow the simple principle of: Planning, Executing 
and Monitoring.

How to practically address the problem
In order to overcome the issues described, pricing profession-
als should analyze the company’s price waterfall, identifying the 
current commercial terms used and any potential gaps between 
them and the business goals. These are the concrete steps they 
should follow:

framework defined by the pricing team. Both departments need to act as business partners to each 
other, in a constant fine‐tuning exercise. Sales should not be left alone in the implementation and 
should have a constant open discussion with the pricing organization when executing the pricing 
framework.  This is key to be successful.  
 
In addition, they both should understand the importance of being (almost fully) transparent: by clearly 
and transparently communicating to their customers what resources they can get and what are the 
conditions that must be met in order to be rewarded, companies create trust. What I observed is that 
a customer that understands the rules of the game and can trust the selling company is more willing 
to treat the counterpart as a partner, rather than as a simple supplier.  

4. Excellent Pricing is right price positioning – Often companies define their Pricing Strategy as a 
combination of Price Positioning (as expressed in the graph below) and Pricing Approach (Reactive vs. 
Proactive or Followers vs. Leaders). 

 

Figure 3: Conventional thinking when it comes to defining a Pricing Strategy: Value Maps and 
Positioning options. A Pricing Strategy should be completed by the definition of the right commercial 
terms to support Sales to reach the company’s strategic objectives. 

 

On the one hand this is, of course, valid. On the other, though, pricing is not only about right price 
positioning, but also a matter of defining the right set of commercial terms, working on eight 
additional elements: 

a) Customer Strategy: Building a link with customer segmentation and allocating more resources 
on strategic customers than on marginal ones. 

b) Product Strategy: Building a link with the product segmentation rewarding more performance 
on strategic products. 

c) Level of Deviation from the target price (“corridor”), that can differ by market area or 
segment, depending on the business objective (volume or margin growth). The corridor is a 
simple yet very powerful pricing tool because it guides execution towards the strategic 
objectives, but often companies do not link any strategic rationale to its width. 

d) Level of Transparency: Differentiating, for example, between resources in the hands of local 
sales managers or regional managers. 

e) Level of Customer / Channel differentiation: Once the principle of differentiating by customer 
segment (point a) has been established, companies need to define what is the intensity of the 
difference between one segment and the other. 

f) Level of Product differentiation: Same as point e, to be applied on the product segmentation. 
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1. Clearly define what the strategic goals of their company are 
(volume growth in a given region, better margins for a specific 
product line, etc.). The more specific, the better.

2. Create the Price Waterfall, from Gross to Net Price, by care-
fully listing all the discounts and rebates, including free-of-
charge (FOC) goods. In this step, they need to be as ac-
curate as possible: sometimes in fact companies overlook 
some “hidden” discounts. A typical example could be a dif-
ferent price list applied for customers that pay earlier or the 
allowance of order cancellation without penalties at the end 
of the month, before the company brings a price increase 
on the same product the next month. At the end, they should 
also add all surcharges applied as per the commercial policy, 
planned to be paid for something non-standard the company 
did for its customers (fast deliveries, specific packaging, etc.).

3. Once the Price Waterfall is ready, they should segment the 
commercial terms by the goal they want to reward (more 
volumes, better payment conditions, etc.). 

4. Check to make sure that consistency between the strategic 
objectives and the commercial terms is ensured.

5. Starting from the most important one, run analysis by com-
mercial term to understand if in the past the investment was 
rewarding (in other terms, if each single commercial lever 
supported the achievement of the strategic goals it was cre-
ated for – volume rebates for more volumes, payment terms 
discounts for better Days Sales Outstanding, etc.).

6. Create a Heat Map to identify the areas of improvement.

7. Propose a reallocation of resources among existing (and 
new) commercial terms, following the principle that: 1. They 
should have only commercial terms that are consistent with 
the strategic objectives; 2. They should invest more on areas 
where they want to focus; 3. They should use the most ap-
propriate commercial term and put more resources on those 
that worked better in the past. 

8. Fine tune the budget for each commercial term. As a general 
additional note, it is worth mentioning that there are areas of 
uncertainty when running a business. Since sales execution 
is not a perfect science, there may be the need to “budget” 
some resources to manage uncertainty. Typically, these re-
sources are allocated to the Head of Sales or to the Sales VP.

9. Allocate resources by product and customer segment.

10. After proper involvement and communication to Sales and 
Marketing, implement and monitor continuously.

This breaks the vicious cycle previously described and enables 
a more professional management of this topic, with involvement 
of Pricing, Sales and Marketing.

Summary
Pricing professionals have an opportunity to help their compa-
nies achieve their strategic objectives faster. The pricing strategy 
should not only define the positioning of a company’s offer, but 
also detail what resources are available to reward customers’ 
behaviour and achieve company’s goals.

The solution is to avoid a poor design of commercial terms, 
dedicate time to proper communication to the sales teams and 
ensure consistency between business objectives, commercial 
terms and sales incentives.

By both planning carefully and monitoring the execution of all 
commercial terms, pricing can build a bridge between corpo-
rate strategy and commercial guidelines and help the company 
to strategically invest its limited resources. When it comes to 
sales execution, this is much more than defining a target price 
and the allowed level of deviation from the target.

Experience shows that by framing the execution and carefully 
planning where to invest their limited commercial resources, 
companies give the right “weapons” to their sales force, in order 
to compete in the market place. At the end, in spite of its simplic-
ity, the Price Waterfall is one of the most powerful pricing tools 
a company should use.
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In a world where medicines can increasingly be used in different indications and patient sub-
populations, payers and pharmaceutical companies must shift away from the traditional ‘one 
drug, one price’ approach and shall expand the ‘indication-based pricing’ approach. Anaïs 
Frappé is a Consultant at The Boston Consulting Group in London. She can be reached at 
frappe.anais@bcg.com. This article was originally printed in PharmExec and is reprinted with 
permission.

The Call for Further Advancement 
of Indication-based Pricing

O
ver the last decade, while there has been a welcome 
rebound in New Molecular Entities (NME), pharma-
ceutical companies have been facing some criticism 
from governments and society regarding the cost of 

drugs. In this context, payers, especially in the EU-5 countries1, 
have made access conditions for drugs more stringent, some-
times initially refusing access to innovative drugs whose costs 
are perceived to be unsustainable.

In a world where medicines can increasingly be used in different 
indications and patient sub-populations, it is becoming clear that 
a drug’s price needs to differ across indications and patient sub-
populations if its relative patient benefits differ between these. 
Shifting from a ‘one drug, one price’ approach to an ‘indication-
based pricing’ approach will ensure that payers and society pay 
the right price for the right value. For pharmaceutical companies, 
it will also ensure the commercial viability of drugs over time.

The current ‘one drug, one price’  
approach is no longer sustainable
Payers may question why the price of a drug should be the same 
for all of its indications when this drug could have different ben-
efits across indications. Indeed, one single price across indica-
tions results in a drug’s price’s being too high for indications with 
relatively lower patient benefits or cheaper treatment alternatives, 
or conversely, being too low for indications with relatively higher 
patient benefits. Even though contracting – through outcome-
based agreements – allows having different net prices across 
indications, such types of agreements are not common in the 
majority of European countries.

Likewise, pharmaceutical companies may question why a drug 
should nowadays almost systematically face a price decrease 
upon indication extension, simply because the extension of indi-
cation will have a negative impact on payers’ budgets. As a con-
sequence, managing the sequence of launches for a drug has 
become a critical part of a pharmaceutical company’s strategy 
– as the price of the firstly-launched indication usually sets a ceil-
ing that cannot be exceeded upon further indication extensions. 
This can act as a brake to continuing Research and Development 
(R&D) investments in a particular drug. 

A first step has already been taken toward  
an indication-based pricing approach
The idea of an indication-based pricing is not entirely new. In 
Europe, Italian and French payers illustrate this game-changing 
disruption: in Italy, risk-sharing schemes have led to different net 
prices per indication for some drugs in oncology. In France, a 
decree adopted in 20162 reformed the conditions for the inclu-
sion of hospital drugs in the ‘liste en sus’, which allows for extra 
funding on top of the diagnosis-related group (DRG) tariff. This 
decree resulted in a series of medicines’ being struck off the 
list – sometimes on a per-indication basis, as was the case of 
Roche’s Avastin3. 

Eric Baseilhac, Economic and International Affairs Director of 
the French Pharmaceutical Companies Association (Leem), and 
former Market Access Executive Director at Janssen, France, 
goes further by suggesting a ‘combination-based pricing’ ap-
proach: “With the advent of combination therapies, payers will 
need to adopt different prices on a per indication basis and a per 
combination therapy basis. Indeed, innovative drugs that can be 
used in monotherapy and in combination are subject to complex 
pricing negotiations, as adopting a single price can significantly 
increase the cost of treatment of the disease where these drugs 
are used in combination.”

Pharmaceutical companies have also indicated a growing prefer-
ence for the indication-based pricing model. Roche has been an 
early mover and is currently collaborating with payers to imple-
ment ‘Personalised Reimbursement Model’ solutions to optimize 
access to its oncology drugs. As such, Roche has taken the angle 
of an indication-based pricing model, whereby the reimburse-
ment is driven by the value the therapy delivers to patients, and 
one product can have different prices per indication. 

Payers, pharmaceutical companies, and society 
will benefit from indication-based pricing
Indication-based pricing would allow the price of a drug to be 
aligned to its clinical value in each approved indication and sub-
population, which will benefit payers, pharmaceutical companies, 
and society. 

mailto:frappe.anais%40bcg.com?subject=
https://www.roche.com/sustainability/access-to-healthcare/innovative-pricing-solutions.htm
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A new era for drug pricing has emerged, 
and both payers and pharmaceutical 
companies acknowledge the need to 
shift from the existing system widely 
perceived as sclerotic.

First, upon indication expansion, payers will no longer be biased 
or limited by the price originally set for a drug. In contrast, they will 
have a complete latitude to fix the price of a drug for each of its 
follow-on labels, which could allow for cost-savings in indications 
where a drug provides lower patient benefits. This would also 
ease the dialogue between them and pharmaceutical companies, 
which may sometimes perceive payers as only being concerned 
about the budget impact of their drugs.

Second, indication-based pricing will allow accepting the idea 
that, upon indication extension, the list price of a drug can be in-
creased in this extended indication if the drug has demonstrated 
an incremental improvement in the new indication. This should 
encourage pharmaceutical companies to continue their R&D in-
vestments and seek to expand the labels of their drugs. 

Last, society will benefit from improved access to innovative 
medicines as pharmaceutical companies will be incentivised to 
further invest in their innovative drugs and bring them to market. 

Educating society will foster a wider  
acceptance of indication-based pricing 
If the indication-based pricing approach is set on the list price 
level, Eric Baseilhac highlights the need for pharmaceutical 
companies to educate society as they may not understand why 
a single molecule may present different prices across its ap-
proved-indications. 

Further, if the indication-based pricing approach occurs on the 
net price level, Eric Baseilhac emphasizes that pharmaceutical 
companies will have to communicate with more transparency 
on the significance of the use of confidential discounts, “often 
perceived as contributing to the opacity of the Pricing & Reim-
bursement system, and nourishing society’s criticisms around 
the cost of healthcare.”

Conclusion 
A new era for drug pricing has emerged, and both payers and 
pharmaceutical companies acknowledge the need to shift from 
the existing system widely perceived as sclerotic. If payers, phar-
maceutical companies, and society accept the shift toward an 
indication-based pricing approach, they will ensure that the price 

continuously reflects the actual efficacy of a drug, and improve 
patient access to innovative drugs.
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Pricing along the product life cycle, and in combination with variance analyses, can be an 
effective approach to bring marketers onboard for pricing discussions and help them with 
strategic positioning of products by employing the leverage of price into product adoption 
rationales, as this article explains. Slobodan Farago, Commercial Excellence MPS Division 
of BD, can be reached at Slobodan.Farago@bd.com. Hillary Gretton, MBA, CPP is Senior 
Manager, IT Customer Facing Business Partner at BD and can be reached at Hillary.Gret-
ton@bd.com.

Pricing Along the Product Lifecycle

O
ne of the most popular views taken in marketing is the 
one of the product life cycle displaying the different 
stages a product goes through: launch, growth, ma-
turity, and finally, decline. Marketers love to think along 

this curve and often align their product strategies around each of 
these stages. Such can be that in the launch phase, usually early 
adopters are addressed. As the market gets more familiar with 
the new product, with its benefits and the value it provides, the 
growth phase is usually marked by an early majority adopting the 
product, while in the maturity phase it is mostly the late majority. 
In the decline phase adoption is usually only with so called “lag-
gards.” Now, that said, how is this all related to pricing?

An interesting view to take on this is with the variance analysis 
which allows for splitting changes in 
sales into a price and volume compo-
nent (and mix at an aggregated prod-
uct group level). This is often also 
called the Price-Volume-Mix metrics. 
A more advanced form of it is also the 
GP-Variance which looks at to what 
degree a change in gross profit de-
rives from price, volume (and mix), by 
considering also the product`s cost. 
Manufacturing cost of a product can, 
and will often, change over a prod-
uct’s lifecycle, and this difference 
should be also understood.

Variance analysis is a useful and often 
applied approach in pricing to under-
stand the relationship between price 
and volume and its impact on sales 
and profit. Both changes in price and 
volumes will drive changes in sales 
and profits, but how does that split 
apply for each particular stage of the 
product life cycle, and does it change 
as the product moves along the cycle 
(see Figure 1)?

As for the price and volume related 

changes, there are four possible combinations. The most favor-
able is an increase in price and volumes at the same time. How-
ever, such applies only at the launch phase, where you would 
introduce a product at a lower price, potentially even a trial price, 
in order to make the market familiar with the innovation and its 
benefits. As the early adopters are trying out the product and 
discover its unique value and advantage, you can then increase 
the price while at the same time adoption and volumes will also 
grow. This is possible up to the point where a price increase will 
bring no additional volume gains any longer. From a pricing per-
spective such is marked as the end of the launch phase, where 
the early adopters, the least price sensitive customers in your 
market, will have arrived to the conclusion that the value of the 

 

Figure 1: Price Volume relationship  

As for the price and volume related changes, there are four possible combinations. The most favorable is an 
increase in price and volumes at the same time. However, such applies only at the launch phase, where you 
would introduce a product at a lower price, potentially even a trial price, in order to make the market familiar 
with the innovation and its benefits. As the early adopters are trying out the product and discover its unique 
value and advantage, you can then increase the price while at the same time adoption and volumes will also 
grow. This is possible up to the point where a price increase will bring no additional volume gains any longer. 
From a pricing perspective such is marked as the end of the launch phase, where the early adopters, the least 
price sensitive customers in your market, will have arrived to the conclusion that the value of the product and 
price are now matching, but further price increase would not be justifiable or affordable.  

Niche players may be satisfied with that status, but those who want to drive the product into the broader 
market, they would now need to decrease the price in order to attract further customers, drive volumes up. 
Thus they would move into the growth phase by lowering the price slowly, attracting the early majority. They 
would do it with continuous small price decreases always keeping the volume increase in mind which should be 
offsetting the price decrease by far, an approach defined as sequential skimming. Both sales and profit would 
heavily grow on volume at that stage.  

Figure 1: Price Volume relationship 

 

Figure 2: Product Life Cycle stages in the context of price and volume changes and their impact on sales and 
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Figure 2: Product Life Cycle stages in the context of price and volume changes and their impact on sales 
and profit
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costs to serve, especially for 
niche products and services 
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and support. Long-term vision 
of a product and product line 
should be factored into deci-
sions to stay in a market.

Pricing along the product life 
cycle, and in combination with 
variance analyses, can be an 
effective approach to bring 
marketers onboard for pricing 
discussions and help them 
with strategic positioning of 
products by employing the 
leverage of price into product 
adoption rationales. 
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In this article, the author presents a detailed methodology for successfully implementing 
a shift in pricing strategy. He also highlights the important role that the pricing strat-
egist has to play in this transition. Although it is centered on grocery and retail, this 
article has learnings that can apply to many different industries. Tom Schmitt, a CPA/
CITP/CGMA and Certified Information Systems Auditor (CISA), has been Managing 
Director of Thomas E Schmitt & Company, LLC, a public accounting/ management 
consulting, firm since 2004. Prior to forming his company, he spent more than twenty 
years serving in various capacities with Giant Food & Ahold USA. He can be reached 
at Tom@TESchmitt.com.

Managing Strategic Change –  
A Consultant’s Perspective

W
hen buying something, are you aware of the price? 
Of course you are. When buying a new shirt or a 
few reams of paper, or making your weekly trip for 
groceries, do you ever wonder how that merchant 

determines what price to charge? When you think about the dif-
ferent businesses you frequent, have you labeled each of them 
in your mind with a certain pricing classification – for example, 
“expensive,” “competitive,” or “cheap”? Do you combine it with 
other shopper related observations such as “helpful sales force,” 
“large selection,” “mediocre quality,” or “lots of out-of-stocks”? 
Have you ever seen a retailer move from one classification to an-
other over time? I’m sure you have, and sometimes for the bet-
ter and sometimes not. One of the major factors behind this is 
a change in the seller’s pricing strategy. Some are successful, 
and some are not.

Experience from multiple companies enacting strategic redi-
rection shows that there is a common underlying pattern to the 
transformation that can serve as the template for success. It 
is a multidimensional template, and failure to address any one 
of the components can lead to consternation, frustration, and 
eventual project (or entire company) failure. While the specific 
strategic elements involved may differ, how they need to be con-
sidered and sequenced is a constant. The Pricing Strategist, a 
quantitatively-oriented trusted advisor, plays a critical analytics 
role. This strategist, focused on process, project structure and 
technological enablement, can provide the needed infrastructure 
and encourage operational discipline - the practitioner having a 
keen understanding of the end to end process being the linchpin.

Art or Science
Consider a client wishing to change their approach to retail price 
setting. While there is some art involved to price setting, there is 
far more science than many people realize. Within this science, 
there are varying philosophies and methods. The philosophy in 
combination with the method selected, overlaid with the art, re-
sults in the desired strategy. Using this to guide the execution 
of specific analyses and the implementation of precise tactics is 
how the merchant delivers the new strategy.

An example of the “art” is the decision around rounding rules. For 
many years, retailers would only end prices in “9s” or “5s”. Over 
time some expanded to include “7s” and “3s”. Some retailers still 
refuse to end in “0s” or use whole dollar amounts; others leverage 
these price points as deliberate tactics. Various psychological 
impact studies have been performed, but have yielded different 
results on whether consumers react positively or negatively to 
various ending digits. The final decision on rounding policy comes 
down to the subjective judgement of the client’s merchandising 
management.

With respect to philosophy, the simplest example is the retailer 
deciding to lead or follow the market with respect to price chang-
es. As a product’s cost changes, the merchant must decide if 
they adjust their retail immediately, or wait and assess what the 
rest of the market does. Sometimes the decision to lead or fol-
low may differ depending on whether it is a cost increase or a 
decrease. A retailer may adopt the philosophy to “lead down, but 
lag up.” Others may choose the opposite.

Moving to method, the retailer typically decides to implement 
either a margin-based retail setting technique or a competitive 
price indexing methodology. In the first instance, the merchan-
diser determines what a reasonable and feasible (from a budget-
ary perspective) profit margin is, and sets retails based on that 
mark-up. With the latter method, the merchant decides how they 
want to be price-positioned in the market – a certain percentage 
cheaper than a competitor, not to exceed a certain percentage 
higher than a competitor, or equal to a competitor. The retailer 
then conducts frequent competitive price checks in the market 
and determines their index to the competitor(s). They compare 
this to their targeted differential, and then adjust prices to attain 
the desired index. Regardless of the method selected, the re-
tailer makes specific determinations by department and/or major 
category, further tailoring them by what the merchant considers 
to be its strong or weak product offerings with respect to the 
remaining market and the target customer.

Assessing the feasibility of the respective retail pricing choices 
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requires a great deal of 
modeling. The models must 
reflect not only the project-
ed changes in retail pric-
ing, but also anticipated 
sales volume changes (up 
and down) across major 
item groupings. There are 
a number of regression-
based pricing elasticity 
tools that can help the re-
tailer. However, for clients 
with limited budgets, basic 
elasticity coefficient esti-
mates can be developed 
using internal points of sale 
history. While, in general, 
price decreases usually 
result in volume increases, 
and price increases usually 
result in volume decreases, 
projecting the magnitude 
of the change in relation to 
the size of the retail change 
is challenging when there 
have been varying promo-
tions over time intermixed 
with regular retail changes. 
Understanding how to es-
tablish basic coefficients 
and weed through the noise is where the strategist can deliver 
a great deal of value to the project team.

Additionally, cannibalism, that is, a customer simply switching 
from one product to another resulting in no net change to over-
all volume, is an ever-present compounding variable. Cannibal-
ism’s sibling, halo, is also in the mix. This is where the volume of 
a related product lifts because of its complementary usage – a 
better price on shampoo can lift the volume of conditioner even 
though the price of the conditioner didn’t change.

Another factor that must be considered when developing a pric-
ing strategy is how to position corporate brands. Will the retailer 
employ a margin-based approach, a competitive index or use a 
percentage gap based on the retail they set for the equivalent 
national brand? Yet another factor is around size parity. That is, 
as the size of the item increases (e.g. a 20 oz. can versus a 12 
oz. can of the same product). Will there be an improved price 
per unit? If so, what will be the percent of savings offered across 
that product line or category?

Each factor adds to the complexity of the forecasting model 
needed to vet the final strategy and provide support for its ulti-
mate approval by management. The strategist can help ensure 
the model is able to handle the interplay between the various 
factors as different assumptions and competitive scenarios are 
iterated through and evaluated.

Now the excitement really begins
Even with a sophisticated set of modeling tools, applying the 
science is not as simple as selecting the options and feeding 

them into the bat cave computer. No easy answer spits out for 
the pricing hero to just run and implement. Pricing strategy is not 
a component that’s managed in isolation. The impact on busi-
ness process caused by and needed to support a shift in pric-
ing strategy cannot be understated. Failure to manage change 
through the entire process will result in old downstream mainte-
nance processes remaining, and the former strategy slowly re-
emerging by default. Worse yet, the re-emerged pricing strategy 
may be further out of step with the rest of the retailer’s revised 
go-to-market strategies and marketing program.

No matter how much thought has gone into the new prices, or 
how intricate the new pricing tools and techniques, the law of 
the four Ps of Retailing 101 still reign: Pricing, Promotion, Place-
ment, and Product – pulling one lever implicitly impacts the oth-
ers. [Note: Placement includes in-stock condition and related 
store service and cleanliness; Product includes quality, range of 
assortment, and cost of goods.]

In the customers’ eyes, this interrelationship manifests itself in 
the Value Equation where Value = ƒ (Quality, Service, Selection, 
Price). Budgetary constraints come into play, and program pri-
orities must be set that best support the new pricing strategy. 
For example, if the retailer intends to reduce prices (thus product 
gross profit), can they still afford to provide the same level of in-
store service? If not, what services should remain? If the retailer 
decides to raise prices, do they need to invest in expanding as-
sortment to enhance the customers’ selection options? Will a 
shift in meat pricing require a change in the grade offered? Will 
it include an impact on the staffing level or the hours of opera-
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tion of the meat counter? When managing a significant strategic 
shift, it’s not just managing a project; it’s managing the merchan-
dising portfolio.

Realizing benefits of a change in strategy doesn’t happen over-
night. It takes time for customers to recognize a change has oc-
curred and adjust their habits accordingly. While needing to be 
prepared to make alterations based on competitive response, if 
management doesn’t give sufficient time for the new strategy to 
“bake,” inconsistent moves by management during the deploy-
ment period can confuse the customer or result in erosion of 
trust. The Pricing Strategist can help council management re-
garding the need for discipline prior to embarking on a strategic 
redirection.

Organization and Support
To help the client through this, the engagement team must serve 
in many capacities. The strategist is well suited to fulfill or guide 
them.

• Project Management – Budget, Timeline & Integration De-
pendencies

• Subject Matter Expertise (SME)/Content Management

• Business Process Architecture & Management

• Scenario Management & Modeling

Depending upon the strategist’s background, the needed SME 
may be sourced by an industry expert facilitated by the pricing 
professional; managing the merchandising portfolio also comes 
into play.

By engineering and orchestrating a balanced value equation pre-
sentation to the customer, a holistic approach to pricing should 
enable the client to grow sales and profits with existing custom-
ers, increase its percentage of core shoppers, and attract new 
customers. Minimally, it should allow the client to protect market 
share. These objectives need to be clarified and quantified at the 
outset of the project. They should form the basis of the project 
charter and become its guiding principles.

Warning: In complicated areas, it’s easy to slip into a solution 
cycle of increasing complexity (versus “step-wise refinement/
simplification”). Therefore, the project team should always follow 
the tenets of practicality and feasibility, and should have regular 
scope-to-actual check points to ensure it’s remaining on this path. 
The engagement team must continually satisfy themselves that 
the client will be able execute the solution after the project team 
departs. The targeted end state process also should be designed 
to integrate with, and be supported by, existing pricing and pro-
motional execution processes and will continue to support the 
existing retail accounting and shelf tag creation processes. The 
last thing the client needs is a three-eyed creature it can’t house 
and care for no matter how mesmerizing it may seem.

At the core of the engagement teams’ work effort is analyzing, 
designing and enhancing business processes; understanding 
how the new process will differ from the existing process, then 
identifying what is needed in terms of people and technology to 
implement and support it. This includes the tools and procedures 
needed to model, execute and monitor. This new framework must 
recognize that major store departments need to be positioned 
differently and/or leverage different “value equation” tactics. By 
understanding the entire portfolio, the practitioner can help iden-
tify strategic conflicts before finalizing plans.

The approach
The following has been a successful template for helping develop 
and implement a change in strategy.

1. Ensuring that overall company vision serves as the foundation 
for the new pricing strategy development. Sessions are con-
ducted with senior management to ensure this vision has been 
sufficiently articulated and documented; that management as 
a whole understands and supports this vision, or recommends 
revisions if appropriate. This should speak directly to the four Ps.

2. Executing initial interviews with key business leads around 
current merchandising/pricing/promotion tools and operations 
to develop basic “as is” process flows. These serve as the 
foundation for building the “to be” design and transition plans. 
It helps provide that a pathway has been built to transition from 
the old to the new.

3. Reviewing/assessing the competitive and economic land-
scape and basic customer trends; the results are used to cat-
egorize related opportunities and threats. This serves as input 
to the “to be” design.

4. Assessing what data and data sources (e.g. competitive price 
checks) are available or need to be secured, and need to be in-
corporated into the “to be” processes. This includes determining 
how this can be most practically and cost effectively executed 
and maintained long term.

5. Reviewing the current basis for departmental or major product 
category classification and the criteria for selecting the degree 
of pricing competitiveness for each; helping ensure there is har-
monization across groupings.

6. Using the results above, develop the “to be” process. These 

By engineering and orchestrating a 
balanced value equation presentation 
to the customer, a holistic approach 
to pricing should enable the client to 
grow sales and profits with existing 
customers, increase its percentage of 
core shoppers, and attract new cus-
tomers.
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results will aid management in determining what related promo-
tion, placement and product levers to pursue simultaneously, 
resulting in priorities for the “to be” end-state process. Devel-
oping this process includes price modeling, using management 
assumptions as input. Ongoing support tools are identified and 
respective ownership and responsibility charts are developed.

7. Identifying a set of metrics and reporting for the ongoing moni-
toring and management of the process. 

a. Establishing baselines and 
targets.

b. Building an annual calendar 
to provide for periodic process 
reviews. This helps introduce 
process disciple as sufficient 
“ramp-up time” is required before 
the effects strategy changes truly 
can be measured (i.e. prevent a 
“variance” from being interpreted 
as a “trend”).

8. Identifying any new post-imple-
mentation integration points.

As a final step before implementation and hand-off, the engage-
ment team takes the client through a “conference room pilot” 
where the execution and management of the new pricing strategy 

is taken from beginning to end, with each step owner demonstrat-
ing what their step(s) consist of, including key inputs and outputs. 
This is an opportunity to validate that all integration points have 
been identified and addressed.

Conclusion
While no entity wants to languish in an in-between state for any 
length of time, moving from the old state to the new state is not 
flipping a light switch. It’s not uncommon for changes in strategy 

to take between nine and eighteen 
months to be realized. Maintaining 
focus on the overall objective and 
maintaining operational discipline 
during transition are key to attaining 
the final goal. 

Because many retailers have de-
tailed promotional planning lead 
times of eight to twelve weeks, the 
transition, which will be conducted 
in waves by product line, requires 
the attention commensurate with 
that of choreographing a ballet to 
ensure the changes in regular retails 
are properly synchronized with ad-

vertised promotions. Underestimating the time and attention re-
quired to transition to the new state can jeopardize a tremendous 
investment. Once in that new state, the benefits can be enormous.
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The Professional Pricing Society’s December 2017 survey of pricing professionals received 
nearly 900 responses from a cross section of industries across the globe. PPS conducts 
surveys with the hope that this information provides a good synopsis of where pricing 
stands as a career option while also providing a good demonstration of pricing’s status 
in the business world. For more information, please email contactus@pricingsociety.com.

PPS December 2017 Survey of Today’s 
Pricing Professional

T
he Professional Pricing Society (PPS) has been surveying 
the pricing community since 1998 as a service to PPS 
Members and the pricing community worldwide. We use 
responses to analyze the growth of pricing as a profes-

sion, and to continue to develop resources to help pricers in the 
areas they identify as opportunities for professional development.

In December, 2017 we again surveyed pricers and those is simi-
lar fields, receiving more than 900 responses from the business 
community. Since PPS is the center of the pricing discipline 
worldwide, our survey results are widely used as a benchmark 
for a variety of pricing queries: salaries, reporting structures, ca-
reer opportunities, pricing software usage, and key components 
of job satisfaction from both positive and negative standpoints. 
Our organization acquires survey data as a free service to our 
members and those interested in demographic trends for pricing 
and related functions. We hope that this information provides a 
good synopsis of where pricing stands as a career option and 
a good demonstration of pricing and its importance within the 
business world.

Pricing Demographics
Most survey respondents work for medium-large to very large 
corporations: 43.9% work for companies with 
annual revenues in excess of $5 billion (or equiv-
alent) and 30.5% report that their company an-
nual revenues are between $500 million and $5 
billion. A significantly sized, but smaller group, 
25.6% are from companies with less than $500 
million in annual revenue. When compared to our 
last survey in 2016, the largest group (over $5 
billion revenue) grew over one percentage point, 
the middle group (between $500 million and $5 
billion) was similarly sized, and the smaller group, 
under $500 million in annual revenue, was less 
numerous than the previous survey by number 
of respondents.

The number of employees in the respondents’ 
companies devoted primarily to pricing shows a 
slight upward trend measured in Full-Time Equiv-

alent (FTE) employees: 36.7% responded that their companies 
have fewer than 10 pricing people or FTEs – this is more than 
3% higher than our last survey. 34.3% report having between 10 
and 49 pricers – a small decrease of almost 0.5% versus 2016. 
10.8% state that they have between 50 and 99 pricing FTEs, 
about the same as our last survey, and 18.1% say that their com-
panies have more than 100 employees dedicated to pricing – this 
is almost 4% more than our December, 2016 survey.

Salaries
Overall pricing salaries are up in the USA: Directors, Manag-
ers, and Analysts are all reporting higher salaries versus our last 
survey with larger increases for those in the initial steps of their 
careers. American Pricing Analysts reported an average salary 
of $87,064 which is an increase of 3.9% versus our last survey. 
In the USA, Managers reported an average salary of $115,541 
(up 2.8%) and Directors earned $157,686 (up 3.3%). The news 
was less rosy for those higher up on the organization chart as 
Vice Presidents surveyed claimed an average of $202,873 – a 
decrease of 2.1% versus December, 2016 salaries.

In the Euro Zone, most salaries were slightly smaller than last 
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Overall Job Satisfaction 

This is the 8th survey in which we have asked respondents how satisfying their jobs are and about unmet 
wants and needs.  On a scale of 1 (very dissatisfied) to 10 (very satisfied), pricing professionals rated 
their jobs 7.29, which was 0.14 points higher than our last survey.  There were significant differences in 
overall satisfaction based on job title, with satisfaction directly correlated with position on the 
organization chart.  Vice Presidents were quite pleased overall with an average score of 7.92, while 
Directors followed at 7.39 and Managers reported 7.17.  Analysts claimed the lowest overall job 
satisfaction at 6.94 points.  Vice Presidents, Managers, and Analysts all had increasing satisfaction 
scores, while Directors reported the same ratings as our last survey. 

Other Elements within Job Satisfaction 

We asked pricers to rate their feelings about certain elements within the profession.  88.2% reported 
satisfaction in knowing that pricing is strategically important for their companies (this is up from 85.4% 
in our last survey) and 65.9% find their careers challenging (up from 63.8%).  About 3‐in‐5 (60.3%) 
claimed that their jobs were intellectually stimulating (up from 58.4%), but more than half (51.1%) felt 
that they were underappreciated by their firms (up from 49.1%) 

Training Options only received an average score of 6.04 on a 10‐point scale, but this is higher than our 
last survey (5.89) perhaps reflecting the greater availability of online training available to the business 
community.  “Recognition and Acknowledgement Received from Employers” was rated 6.18; this was 
slightly higher than last year (6.13). 
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year’s survey results. European Analysts earned 
€57,317 which was 3.9% less than our survey 
from a year ago. Managers reported €81,773 for a 
1.7% decrease. Toward the top of the organization 
chart, Directors averaged €111,079 (down 2.0%) 
and Vice Presidents earned €158,857 (up 4.1%).

In Canada, Analysts averaged CAD 69,251 while 
Managers earned CAD 90,652 and Directors 
claimed CAD 121,567.

Across all categories and regardless of title, the 
average pricer now earns $133,123 (up 3.8% over 
last year) in the USA and €85,667 (down 2.6%) 
in the Euro Zone. In Canada, the average salary 
is CAD 98,059 (down 3.1%) and in the UK it is 
£79,923 (down 2.3%).

We also asked about salaries plus bonuses and 
benefits in this year’s survey. Vice Presidents reported average 
salary plus bonuses and benefits of $277,762. Directors claimed 
an average of $196,045. Managers earned $141,350 in total 
while Analysts reported $95,242.

Salary Trends by Industry
There is a rather wide range of reported salaries by industry ac-
cording to our survey respondents. Those in energy ($162,063) 
and health care / pharmaceuticals ($155,543) reported the high-
est average salaries. Financial professionals closely followed at 
$155,005 with High-Tech next ($146,538), then Industrial at 
$144,375. Legal, Transportation, Retail, Distribution, Consult-
ing, B2B, Services, Hospitality, Telecommunications, Logistics, 
and Manufacturing were all between $124,000 and $141,000. 
The lowest reported salaries were in Wholesale ($111,823) and 
Utilities ($99,750).

Job Title Mix
Senior Management (Presidents, Vice Presidents, and General 
Managers) accounts for 12.7% of overall job titles. Managers are 
the largest individual group, followed by Directors and Analysts.

Reporting Structures and Experience in Pricing
There is a steadily increasing trend of pricers reporting directly 
to Senior Management – 25.3% say that they report into Senior 
Management vs. 23.5% in last year’s survey. In fact, Senior Man-
agement is right behind Marketing (25.6%) in reporting structures 
now. The third most likely reporting structure is through Finance 
(21.8%). 12.5% report directly into sales, while 8.3% report to a 
Product Group and 6.4% report to a Business Unit.

Our respondents reported a range of experience within pric-
ing. 9.1% claimed that they had two years or less experience 
and 18.8% stated three to five years of experience. The second 
largest group was six to ten years at 28.8%, exceeded only by 
11-20 years at 32.9%. 10.3% reported more than 20 years of 
experience in pricing.

Overall Job Satisfaction
This is the 8th survey in which we have asked respondents how 
satisfying their jobs are and about unmet wants and needs. On a 
scale of 1 (very dissatisfied) to 10 (very satisfied), pricing profes-
sionals rated their jobs 7.29, which was 0.14 points higher than 

our last survey. There were 
significant differences in 
overall satisfaction based 
on job title, with satisfac-
tion directly correlated with 
position on the organiza-
tion chart. Vice Presidents 
were quite pleased overall 
with an average score of 
7.92, while Directors fol-
lowed at 7.39 and Manag-
ers reported 7.17. Analysts 
claimed the lowest overall 
job satisfaction at 6.94 
points. Vice Presidents, 
Managers, and Analysts all 
had increasing satisfaction 
scores, while Directors re-
ported the same ratings as 
our last survey.

We also asked about salaries plus bonuses and benefits in this year’s survey.  Vice Presidents reported 
average salary plus bonuses and benefits of $277,762.  Directors claimed an average of $196,045.  
Managers earned $141,350 in total while Analysts reported $95,242. 

 

Figure 1:  Salary Excluding Bonuses by Pricing Title 
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lowest reported salaries were in Wholesale ($111,823) and Utilities ($99,750). 
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Job Title Mix 

Senior Management (Presidents, Vice Presidents, and General Managers) accounts for 12.7% of overall 
job titles.  Managers are the largest individual group, followed by Directors and Analysts. 

Reporting Structures and Experience in Pricing 

There is a steadily increasing trend of pricers reporting directly to Senior Management – 25.3% say that 
they report into Senior Management vs. 23.5% in last year’s survey.  In fact, Senior Management is right 
behind Marketing (25.6%) in reporting structures now.  The third most likely reporting structure is 
through Finance (21.8%).  12.5% report directly into sales, while 8.3% report to a Product Group and 
6.4% report to a Business Unit. 

Our respondents reported a range of experience within pricing. 9.1% claimed that they had two years or 
less experience and 18.8% stated three to five years of experience.  The second largest group was six to 
ten years at 28.8%, exceeded only by 11‐20 years at 32.9%.  10.3% reported more than 20 years of 
experience in pricing. 
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Other Elements within Job Satisfaction
We asked pricers to rate their feelings about cer-
tain elements within the profession. 88.2% reported 
satisfaction in knowing that pricing is strategically 
important for their companies (this is up from 85.4% 
in our last survey) and 65.9% find their careers 
challenging (up from 63.8%). About 3-in-5 (60.3%) 
claimed that their jobs were intellectually stimulat-
ing (up from 58.4%), but more than half (51.1%) felt 
that they were underappreciated by their firms (up 
from 49.1%)

Training Options only received an average score 
of 6.04 on a 10-point scale, but this is higher than 
our last survey (5.89) perhaps reflecting the greater 
availability of online training available to the business 
community. “Recognition and Acknowledgement 
Received from Employers” was rated 6.18; this was 
slightly higher than last year (6.13).

The highest–rated elements of job satisfaction were 
“Communication within the Pricing Group” (7.84) and “Amount 
of Influence” (7.48). Communication with other Groups received 
6.68 and Career Advancement Opportunities increased slightly 
versus our last survey (6.39 vs. 6.37 in 2016).

The most satisfying job aspect for pricers was Increasing Com-
pany Profitability (60.0% of survey respondents) and the least 
satisfying was dealing with Corporate Politics, mentioned on 
49.1% of all responses, quickly followed by Lack of Appreciation 
from Senior Management (48.8% of all responses).

When asked for qualitative answers to improve their situations, 
pricers most commonly reflected that they would like more pric-
ing projects, improved training, better communication, additional 
resources, better systems and data management, more attention 
from Senior Management, team building, and higher salaries.

Most survey respondents reported that their company sales force 
is involved in pricing with some authority over final pricing deci-
sions, but some respondents state that marketing, finance, or pric-
ing departments make the final call pricing or discounts offered.

We added a question about gender on this year’s survey. Of 
those respondents who chose to answer, 28.9% were female 
and 71.1% were male.

As the only professional association dedicated to supporting the 
development and expansion of the Pricing profession worldwide, 
we always encourage your feedback regarding your professional 
development needs, career satisfaction, obstacles you are fac-
ing and any other assistance we can provide to help you achieve 
your career and advancement goals. Please feel free to contact 
us at any time with questions, feedback, or any other inquiries.
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