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Are Your Pockets Leaking?

If you are like many small business-
es, you publish List or Base Prices. 
And every year or so, you probably 
drag those numbers out to decide 

if you should revise them. Then, after 
some heavy sighing and head-shaking at 
the prospects for raising prices, you put 
them back in the file, unchanged. 

Probably a good move.

The real place to consider changing 
prices isn’t on the Price List. It’s in that 
zone between your published list prices 
and what you actually get in your pock-
et. And, if you are like most businesses, 
your pockets are leaking. 

Take Control of Discounting
Between your list prices and the cash 
that ends up in your pocket are all the 
discounts you offer – standard or pro-
motional discounts, discounts for pay-
ing in cash, discounts for quick pay-
ment, special discounts to meet the 
competition, and discounts for volume. 
And then there are discounts we don’t 
think of as discounts. Inventory manage-
ment and warehousing costs, cash flow 
funding, transportation and shipping, 
co-op advertising, special handling or 
packaging, rush delivery, re-stocking or 
return fee waivers, and special promo-
tions. Before you know it, your real price 
is 35, 40 or even 50% lower than what is 
on the list. And that list? It’s just sitting 
on your customer’s desk covered with 
doodles. They know all about the dis-

counts you have and, more importantly, 
they know how to get them.

Savvy customers, especially your long 
time buyers, know how to work your dis-
counting system. They know whom to 
call to wheedle additional or even non-
applicable discounts. And surprisingly 
enough, they often get that information 
from your other customers. You have 
watched this phenomenon. An exception 
is made for one purchaser; and, all of a 
sudden, three more customers have the 
same deal. So, what can you do to keep 
a little more of the price on your list in 
your pocket?

First, find all of the discounts you give 
your customers—apparent and hidden. 
You may be surprised to learn how many 
of them you have. Don’t forget labor-
based items like special handling for 
your customer who wants you to sepa-
rate his full pallet into smaller packages 
before you ship, or manual order entry 
for that customer who has yet to buy 
a computer. Calculate the cost of each 
one as a percentage of your published 
prices and make a list. Better yet, make 
a graph—a bar chart. Along the bottom 
have the percentage “off list” in incre-
ments of, say, 5%. Now build the bars 
above each increment with your custom-
ers. You can do this just by counting 
them. For example: maybe you have 57 
customers who get a 15% discount and 
13 who get 35%. Your chart might look 
like Figure 1.

Now dig into those bars. Who is in each 
one? Especially try to understand who 
is in the big discount bars. And why are 
they there? Do most of the larger cus-
tomers get free freight or do all the older 
customers get returns without restock-
ing fees? You might also look at which 
customers are in the little discount bars. 
Why are they there? This may help you 
understand how to get heavily discount-
ed customers back on track. Finally, de-
cide how much discount is okay. In this 
example, most of your customers get a 
15% discount. Maybe this is acceptable. 

Bringing Your  
Sales Force Onboard
Now that you know who has been get-
ting which discounts, it’s time to haul in 
your customers’ accomplices: your sales-
people. When long-time customer Smith 
wants to make sure he gets that annual 
volume discount even when he misses 
the volume target, whom does he call? 

Make a deal with your sales people to set 
some targets—like reduce all discounts 
by 20%. Or move half of the customers 
getting discounts greater than 15% to 
only 15%. Now set some dates by which 
your sales people will achieve these tar-
gets. 

And then have a lively discussion about 
how to do this. Do it over a working 
lunch. Sales personnel talk less when 
their mouths are full, but do be prepared 
to have whine with that lunch. After all 
the protesting, you can start to gather 
ideas about how the sales team can ac-
complish the new targets. You might 
offer to put 10% of the gains into a pool 
for those members who deliver the great-
est improvements. 

You’ll be delighted at the range and cre-
ativity of the ideas. Salespeople catch on 
very quickly; they’ll get it. If your pock-
ets are leaking, theirs are too. 

According to Donna L. Crane, Se-
nior Vice President of the Business 
Navigation Group, hidden discounts 
add up to a huge drain on your prof-
its. Here are some tips for bringing 
reason back into the process without 
having your sales team revolt. This 
article has been reprinted with per-
mission from the March 2007 issue 
of the Cincinnati Women’s Business 
Journal. You can reach Donna at: 
donna@biznavgroup.com.
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