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L
et’s be honest. Global and 
complex pricing transforma-
tions are no walk in the park. 
They challenge the organiza-

tion at its core: its culture, process-
es, organizations, skills, and systems. 
They can take up to ten years, espe-
cially in organizations with complex 
matrix footprints. In any long-term 
transformation, many things can go 
wrong. 

Typical reasons for pricing transfor-
mation failures are a change of CEO, 
a global recession, a large M&A proj-
ect derailing the process, or a lack of 
budget and resources. When I finished 
my PhD program in 2013, and after 
coaching several large-scale pricing 
transformations, I thought I’d seen it all. 

But every pricing transformation is 
different and reflects the DNA of the 
organization. Ten years after begin-
ning my personal journey in the pric-
ing arena, I’m realizing that conducting 
these global transformations is tru-

ly challenging for everyone involved. 
There’s also no guarantee of total suc-
cess. This raises the question of what 
makes global pricing transformation so 
challenging and perilous. What are the 
potential differences between a pric-
ing transformation and an IT or mar-
keting transformation? In this short es-
say, I begin to explore the challenges 
by looking at ten challenges I’ve wit-
nessed firsthand when supporting 
transforming teams.

1. Pricing is the most  
complex function of all

Some might disagree with me that 
pricing is the most complex function in 
the organization. Along with the sup-
ply chain, pricing requires tremendous 
alignment between functions. The 
complexity increases in global trans-
formation with the injection of cultur-
al and language differences. Com-
bine that with geographic distances 
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Figure 1and different time zones, 
and you have a very com-
plex system to manage. I’ve 
published the visual in Fig-
ure 1 several times, and it 
remains relevant. Manag-
ing global pricing trans-
formation requires thinking 
about functions, hierarchy, 
cultures, languages, inter-
personal relationships, and 
relational trust.

2. Pricing is hard to 
transform when  
times are good

Many pricing trans-
formations happen when 
businesses are doing well. 
Change is hard in general. 
But when times are good 
and indicators are point-
ing the right way, it’s even 
harder to bring people on 
board with a strong burn-
ing platform or sense of 
urgency. The resistance 
to change and to trans-
form is fierce when times 
are good. We hear things like “we’re do-
ing well already” or “our EBIT is above that 
of other business units” or “all our indica-
tors are green, so stay the course.” When 
EBIT levels are at 15% of sales, for exam-
ple, complacency and satisficing behav-
iors settle in. When all is well inside, it’s 
time to bring the outside in and show what 
our industry peers are doing or what po-
tential challenges lie ahead. When EBIT 
is at 15%, why not aim for 18%, especial-
ly when low-hanging fruit and quick wins 
are within reach?

3. Pricing transformations  
mean commercial and  
marketing transformations

Marketing, sales, and pricing process-
es are joined at the hip. Doing a complex 
global pricing transformation in a vacuum 
without touching peripheral functions nev-
er works. Changing pricing systems, pric-
ing processes, and global pricing rules 
inevitably involves changing commercial 
processes and impacting the overall mar-
keting plan. In essence, can you do a deep 
and complex pricing transformation with-
out doing a marketing and sales transfor-
mation at the same time? How are these 
three transformations related? Who leads 

what, and which one comes first? These 
are key questions to ask and answer dur-
ing the blueprinting and roadmapping of 
your pricing transformation.

4. Project management and change 
management are not the same thing

This is probably the biggest single rea-
son that pricing transformations derail, 
stagnate, or fail. Project managers, when 
available, focus on delivering the technical 
side of strategic pricing projects, because 
project management focuses on the tech-
nical side of change. Change management 
focuses on the people side of change. 
Both professions involve science, meth-
ods, and tools. Both need to be formally 
managed and well-resourced within com-
plex transformations. 

Experts often say that 70% of change 
projects fail. One of the reasons for this 
is the lack of formal, proactive, and inten-
tional change management. Ask yourself: 
how many project and change managers 
are involved and/or supporting my pricing 
transformation? If the answer is zero, what 
are the chances of your global transforma-
tion succeeding? Pricing team members 
can certainly acquire the necessary skills 
in change management, but they’re al-

ready busy focusing on the technical side 
of pricing change, and there are only so 
many hours in a day! 

Without project and change managers, 
pricing leaders have to think of plan B. That 
plan is focusing one or two pricing team 
members full time on project and change 
management in the form of a PCMO (proj-
ect & change management office).

5. The right focus on change  
management and change  
leadership is needed

John Kotter says it best: “Change man-
agement is the engine of change. Change 
leadership is the fuel for the engine.” Let’s 
assume that you adopt the right change 
management method (usually Prosci 
ADKAR or LaMarsh Global’s Managed 
Change) and deploy an integrated and 
customized change management toolbox. 
This is half the battle. 

What’s needed next is a solid group of 
evangelists, contagious change agents, 
motivated top executive champions, and 
embedded opinion leaders to provide 
the fuel for your change engine. By “fuel” 
I mean energy, drive, motivation, power, 
charisma, hope, visibility, credibility, and 

1. Pricing is the most complex function of all 

Some might disagree with me that pricing is the most complex function in the organization. Along with 

the supply chain, pricing requires tremendous alignment between functions. The complexity increases in 

global transformation with the injection of cultural and language differences. Combine that with 

geographic distances and different time zones, and you have a very complex system to manage. I’ve 

published the visual below several times, and it remains relevant. Managing global pricing 

transformation requires thinking about functions, hierarchy, cultures, languages, interpersonal 

relationships, and relational trust. 
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contagious, ongoing positivity. 
Few top executives or high-level spon-

sors have the will and time to invest in 
sweat equity and to burn political capital to 
support complex pricing transformations. 
It requires true championing behavior to 
support pricing and commercial transfor-
mation leaders when times are rough and 
resistance is fierce. Look at your transfor-
mation today and identify these change 
leaders. Do you have enough of them? 
Are they focused on true contagious lead-
ership?

6. One transformation too many
Look inside your organization and count 

the number of transformations that are 
being done at the same time. The recent 
changes in business conditions and the 
increased disruption have forced many 
organizations to reinvent themselves. No 
issue with that. It becomes complicated 
when companies transform incrementally 
and not in a coordinated fashion. The end 
result is a series of fragmented transfor-
mations (sales, marketing, IT, procurement, 
engineering, pricing) that exhaust people 
in the organization. 

There is confusion between resistance 
to change and change fatigue. The first 
is related to the fear of change; the sec-
ond comes from too much change at the 
same time. A complex and global pricing 
transformation on top of two or three oth-
er transformations seriously reduces the 
bandwidth of your go-to-market team. 

You have two options in this situation: 

embed your transformation as a project 
within another large and complex transfor-
mation, or align and adjust the pace and 
intensity of your pricing transformation with 
the rest of the transformation agenda. Ei-
ther way, you have to get it done!

7. Resistance to change in  
pricing runs deep in general

Because pricing is so complex and 
touches so many nerves, the type of resis-
tance to change that pricing people face 
can run deep and be highly irrational. I’m 
referring to meltdowns, resignations, burn-
outs, explosive discussions, and things of 
that nature. 

It’s widely understood that changing 
pricing guidelines, pric-
ing practices, and cus-
tomer interaction with 
regard to pricing can 
be nerve-wracking, es-
pecially with the sales 
force. Add to this the 
need to change vocab-
ulary, routines, roles and 
responsibilities, and compensation plans, 
and you have a highly emotional experi-
ence. 

Fear and anxiety for people who are 
touched by pricing transformations have 
the potential to go through the roof. The 
natural reaction is push-back, denials, ob-
jections, and overt resistance. These are 
coping mechanisms. 

This is why change management in-
cludes a strong section on reinforcement 

over time to allow people to get comfort-
able with and assimilate the change. This is 
also why all change management method-
ologies require the anticipation and man-
agement of resistance to change.

8. Personal transformation  
needed: mind-set modification  
does not happen on its own

A large-scale global pricing transforma-
tion is the aggregation of many individual 
personal transformations. Because of the 
situation presented in reason 7, change 
management is designed at the organi-
zational level but managed and executed 
at the individual level. I often say that it’s 
hand-to-hand combat! 

The goal is to reach deep into people’s 
hearts and souls and convince them of the 
need to change. Only when this is done can 
you think about modifying their mind-sets 
and work hard to learn new things. Mind-
set modification means aiming at irrevers-
ible change that can only be accomplished 
with the help of coaches, HR professionals, 
and a strong dose of change leadership. 

9. Training and learning  
are not the same thing

Global complex pricing transformations 
require a deep learning agenda using both 
experiential and adult learning practices. 
To change people’s mindsets, you have 
to make sure the concepts and practices 
stick in their memory. This is called ab-
sorptive capacity. In a standard training 
program, people retain 20 to 30% of what 
they hear. By having people conduct prac-
tical exercises and by touching them ten 
times over a period of six months, we aim 
to increase that retention to 60 to 70%.

Designing a learning agenda and road-
map for your pricing transformation re-
quires support from your HR and learning 
& development professionals. This needs 
to be done with the before/during/after the 
change approach in mind. And it needs 
to be resourced adequately as part of the 
transformation budget.

Ø CONTINUED, next page Ø

Figure 2

9. Training and learning are not the same thing 

Global complex pricing transformations require a deep learning agenda using both experiential and 

adult learning practices. To change people’s mindsets, you have to make sure the concepts and practices 

stick in their memory. This is called absorptive capacity. In a standard training program, people retain 20 

to 30% of what they hear. By having people conduct practical exercises and by touching them ten times 

over a period of six months, we aim to increase that retention to 60 to 70%. 

 

Designing a learning agenda and roadmap for your pricing transformation requires support from your 

HR and learning & development professionals. This needs to be done with the before/during/after the 

change approach in mind. And it needs to be resourced adequately as part of the transformation 

budget. 

“Success breeds complacency. Complacency   
breeds failure. Only the paranoid survive.” 

—  Andrew Grove, former CEO, Intel
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P
ricing transformations are a 

hot topic. People have been 

preaching to CEOs, CFOs, 

CMOs, and CCOs for years 

that a 1% improvement in price can 

lead to 8 to 13% improvement in prof-

its. Even better, experience has shown 

that 1% improvement is a low-estimate 

of the expected outcome of a pricing 

transformation. Pricing transforma-

tion efforts routinely deliver two ad-

ditional margin points, and have been 

observed to deliver an additional 9% 

to margins. But where is the origin of 

these improvements, and how do com-

panies get this improvement?

Pricing Transformation is a Trans-

formation in Decision Making

At its core, pricing transformations 

is about transforming how organiza-

tions make decisions regarding pric-

ing. It is a transformation of the pro-

cesses used in pricing, the people 

engaged in pricing decisions, the in-

formation applied to pricing decisions, 

and the goals of those pricing deci-

sions. It is an organizational structur-

al change to align with the corporate 

strategy and goals.

A wide variety of coordinated profit-

focused decisions are required to drive 

a strong pricing transformation. These 

profit-oriented decisions will coordi-

nate list prices, target prices, commer-

cial policy, tactical price management, 

and sales-incentives towards more ac-

curate pricing.
It isn’t a single decision nor single 

process that delivers the improve-

ment, but rather the coordinated ef-

fort across many decision points, pro-

cesses, and routines to ensure pricing 
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10. Accountability is not  
always part of the process

This brings me to the last reason why 
pricing transformations can be highly 
challenging: accountability at the organi-
zational level. There are multiple levels of 
accountability: individual, team, depart-
ment, functional, and organizational. Ac-
countability is the glue that keeps the pric-
ing transformation together all the way to 
the finish line. But in many organizations, 
there is a lack of functional and organiza-
tional accountability.

Transformation initiatives are launched 
but not well executed for many reasons. If 
there’s a tolerance for mediocrity and for 
nonparticipation, there’s a lack of account-
ability: people’s incomes are not impacted, 
or resistors face no consequences for their 
behaviors. As a change agent, you must 
work hard to convince the early and late 
majority of people to jump on board your 
project. These people watch what other 
people do. When resistance is tolerated 
and there are no consequences for non-
participation, the late majority might begin 
resisting, and the early adopters might get 
frustrated. The way to change this situa-
tion is to include the right KPIs in the peo-
ple’s performance plan, to align goals and 
incentives programs, and to include pric-
ing deliverables in the people process—
that is, performance reviews. This is hard 
work that can’t be done without HR and 
top leadership involved. There needs to be 
a philosophical agreement among actors 

on how to handle resistance, purposeful 
opposition, and negative behaviors with re-
gard to the pricing transformation.

Concluding thoughts
For the past ten years, I’ve had the 

privilege of studying and practicing pric-
ing. Today, I’m even more convinced that 
the pricing skills of the future will focus on 
change management, change leadership, 
and a growth mindset. Most pricing people 
agree with this. However, they continue to 
ignore change management training. Ask 
100 pricing professionals today if they pre-

fer to attend a technical pricing course or a 
change management in pricing course; I’ll 
bet 95% of them will choose the first op-
tion. The future of pricing science is sys-
tems, analytics, and artificial intelligence. 
The future of pricing skills is in soft areas. 
Pricing transformations of the future will 
be highly technical and complex. They’ll 
require change agents in pricing who can 
handle the ten reasons I listed in this es-
say. Get started today, because change is 
the only constant. v

10. Accountability is not always part of the process 

This brings me to the last reason why pricing transformations can be highly challenging: accountability at 

the organizational level. There are multiple levels of accountability: individual, team, department, 

functional, and organizational. Accountability is the glue that keeps the pricing transformation together 

all the way to the finish line. But in many organizations, there is a lack of functional and organizational 

accountability. 

 

Transformation initiatives are launched but not well executed for many reasons. If there’s a tolerance 

for mediocrity and for nonparticipation, there’s a lack of accountability: people’s incomes are not 

impacted, or resistors face no consequences for their behaviors. As a change agent, you must work hard 

to convince the early and late majority of people to jump on board your project. These people watch 

what other people do. When resistance is tolerated and there are no consequences for 
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Figure 1: Corporate AI initiatives worldwide
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Artificial Intelligence for Pricing 
by Peter Vermeire, Stijn Cottenie  
and Louis de Liedekerke

Artificial Intelligence (AI), and particularly Machine Learning 
(ML), will change the game for pricing. But AI’s just the tip 
of the iceberg. You need first to make sure that the founda-
tions of your business - your pricing strategy and implemen-
tation plan, data, workforce, etc. - are solid so you can intro-
duce AI constructively, as the authors explain. Peter Vermeire 
(peter.vermeire@pwc.com) is a Partner in the Management 
Consulting practice of PwC Belgium. Stijn Cottenie (stijn.
cottenie@pwc.com) is a Manager in the Management Con-
sulting practice of PwC Belgium. Louis de Liedekerke (louis.
de.liedekerke@pwc.com) is an Associate in the Management Consulting practice of PwC Belgium.

Peter  
Vermeire

Artificial intelligence may be a game 
changer for pricing, but don’t expect 
it to be a panacea on its own 

T
here is a lot of expectation sur-
rounding artificial intelligence (AI), 
some consider it to be over-hyped.

Nevertheless, it is widely ac-
cepted that AI technologies will be the 
most disruptive over the next decade. In-
terest in AI is reflected in our Global CEO 
Survey1 which found 85% of CEOs agree-
ing that AI will significantly change the way 
they do business in the next five years, 
even if AI’s penetration in companies is 
not yet impressive (Figure 1).

The increasing importance of AI is due 

to several factors, including data prolif-
eration and continuous technological im-
provements (processing power and stor-
age), leading to the democratisation of AI 
and massive investments in these tools 
and technologies. 

In our broad definition, AI is a collec-
tive term for computer systems that can 
sense their environment, think, learn and 
take action in response to what they are 
sensing and their objectives. Forms of AI 
in use today include predictive models, au-
tonomous vehicles, cognitive computing, 
chatbots and smart robots, among others. 

AI works in four ways:
• Automated intelligence: Automation of 

manual/cognitive and routine/non-rou-
tine tasks

• Assisted intelligence: Helping people 
perform tasks faster and better

• Augmented intelligence: Helping peo-
ple make better decisions

• Autonomous intelligence: Automation 
of decision-making processes with no 
human intervention2 

AI will be a game changer for pricing
Rational pricing relies on data. Giv-

en the ever-increasing amounts of data 
available, conventional engineering solu-
tions will soon no longer be up to the job. 
AI technologies allow organisations to use 
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The increasing importance of AI is due to several factors, including data proliferation and continuous technological 
improvements (processing power and storage), leading to the democratisation of AI and massive investments in these 
tools and technologies.  

In our broad definition, AI is a collective term for computer systems that can sense their environment, think, learn and 
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models, autonomous vehicles, cognitive computing, chatbots and smart robots, among others.  
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data to adapt to new situations and solve 
problems more effectively. Machine learn-
ing (ML) – an AI application – in particular 
has the potential to benefit almost every 
industry, as it offers the ability to extract 
certain knowledge and patterns from se-
ries of observations. ML is based on the 
idea that we can build machines that can 
process data and learn on their own, with 
no need for constant human supervision.

What are the applications, benefits 
and pitfalls for the pricing field? 

We identified three main pricing areas 
impacted by AI:

1. Price optimisation
2. Discounts and rebates
3. Product portfolio

Price Optimisation
Almost all companies struggle to deter-

mine the fair price for a product or service, 
how customers will react to different pric-
es and how to extract the maximum value 
for each customer segment in a market. 
This is where ML comes into play. It gives 
companies the opportunity to optimise 
prices, their pricing strategy and manag-
ers’ effectiveness. 

Setting prices accurately is difficult 
mainly because of the complexity and pro-
liferation of the available internal and exter-
nal data that needs to be analysed. ML can 
accurately analyse large amounts of data 
in a short timeframe and derive business-
guiding insights from it. It can help compa-
nies maximize profits via value-based pric-

ing and optimal price tiering. It also allows 
decision makers to understand customers’ 
willingness to pay for a product and their 
reactions to different pricing strategies. 

ML helps firms build a more rational 
global pricing strategy by gathering data 
from multiple sources: historical transac-
tions, win/loss analysis, the competitions’ 
price levels and contextual data (e.g., what 
does the customer say about our product 
on social media, overall market trends, 
etc.). By looking at such prescriptive and 
predictive data, leaders can take better 
and faster decisions.

Let us take algorithmic dynamic pric-
ing, a popular pricing strategy, as an ex-
ample. It adjusts prices for each custom-
er automatically based on data to quickly 
adapt to changes in the market and im-
prove profitability. 

Although companies in the airline 
and hospitality sectors have long used 
machines to set their prices, much has 
evolved in the field of pricing systems. 
Rather than being rule-based programs, 
they now predominantly use reinforce-
ment-learning, where the logic of decid-
ing a product’s price is no longer within 
a human’s control; algorithms constant-
ly collect and analyze customers’ feed-
back and reactions to pricing – often in 
real time – and use this as input to opti-
mize the model. 

In our experience, companies able to le-
verage the power of AI in price optimisa-
tion can increase net sales by up to three 
percent on identical volumes.

Discounts and rebates
How can a firm define an efficient pro-

motion strategy? What discount should it 
give to customers to improve profitability? 
What is the return on investment (ROI) of 
historical promotions? With AI, companies 
can optimise promotions using accurate 
analysis and predictions. 

Though very costly, promotions repre-
sent a crucial means of increasing brand 
awareness and sales. Sales promotions 
ROI measures the impact of promotions 
on sales. 

However, ROI is a complex exercise, 
as you must isolate the impact of promo-
tions based on the several factors that si-
multaneously influence sales (see Figure 
2). ML can identify a sales increase/de-
crease by, for example, measuring the im-
pact of both cannibalization (through cat-
egory-SKU regression) and the discount. 
This way, AI helps leaders calculate both 
a promotion’s – either real or potential –
ROI and penetration.

AI can also help in building a promotion 
strategy. By analysing data (customer ac-
tivity, information, subscriptions, compet-
itors, purchase and transaction history, 
etc.), AI algorithms can perform accu-
rate marketing segmentation and tar-
get customers to build loyalty or identify 
churn behaviors. 

AI enables companies to deliver more 
targeted, profitable (fixing the ideal dis-
count rate) and sales-driven promotions. 

● Assisted intelligence: Helping people perform tasks faster and better 
● Augmented intelligence: Helping people make better decisions 
● Autonomous intelligence: Automation of decision-making processes with no human intervention2 
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Price Optimisation 
Almost all companies struggle to determine the fair price for a product or service, how customers will react to different 
prices and how to extract the maximum value for each customer segment in a market. This is where ML comes into play. 
It gives companies the opportunity to optimise prices, their pricing strategy and managers’ effectiveness.  

Setting prices accurately is difficult mainly because of the complexity and proliferation of the available internal and 
external data that needs to be analysed. ML can accurately analyse large amounts of data in a short timeframe and 
derive business-guiding insights from it. It can help companies maximize profits via value-based pricing and optimal price 
tiering. It also allows decision makers to understand customers’ willingness to pay for a product and their reactions to 
different pricing strategies.  

ML helps firms build a more rational global pricing strategy by gathering data from multiple sources: historical 
transactions, win/loss analysis, the competitions’ price levels and contextual data (e.g., what does the customer say 
about our product on social media, overall market trends, etc.). By looking at such prescriptive and predictive data, 
leaders can take better and faster decisions. 

Let us take algorithmic dynamic pricing, a popular pricing strategy, as an example. It adjusts prices for each customer 
automatically based on data to quickly adapt to changes in the market and improve profitability. Although companies in 
the airline and hospitality sectors have long used machines to set their prices, much has evolved in the field of pricing 
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systems. Rather than being rule-based programs, they now predominantly use reinforcement-learning, where the logic 
of deciding a product’s price is no longer within a human’s control; algorithms constantly collect and analyze customers’ 
feedback and reactions to pricing - often in real time - and use this as input to optimize the model.  

In our experience, companies able to leverage the power of AI in price optimization can increase net sales by up to three 
percent on identical volumes. 

Discounts and rebates 
How can a firm define an efficient promotion strategy? What discount should it give to customers to improve 
profitability? What is the return on investment (ROI) of historical promotions? With AI, companies can optimize 
promotions using accurate analysis and predictions.  

Though very costly, promotions represent a crucial means of increasing brand awareness and sales.  Sales promotions 
ROI measures the impact of promotions on sales. However, ROI is a complex exercise, as you must isolate the impact of 
promotions based on the several factors that simultaneously influence sales (see Exhibit 2). ML can identify a sales 
increase/decrease by, for example, measuring the impact of both cannibalization (through category-SKU regression) and 
the discount. This way, AI helps leaders calculate both a promotion’s - either real or potential - ROI and penetration. 

 
Exhibit 2: The effect on sales of a trade promotion is seen across the product portfolio and throughout time 

AI can also help in building a promotion strategy. By analyzing data (customer activity, information, subscriptions, 
competitors, purchase and transaction history, etc.), AI algorithms can perform accurate marketing segmentation and 
target customers to build loyalty or identify churn behaviors. AI enables companies to deliver more targeted, profitable 
(fixing the ideal discount rate) and sales-driven promotions.  

Product portfolio 
Extracting more revenue from their existing client base is the number one lever companies should look at to grow their 
top line. By analyzing different data sources, AI algorithms make intelligent and personalised suggestions to sales reps 
during the sales process on what additional (cross selling) or more profitable (upselling) products and/or services a 
client could be interested in. 

By being able to process data from across business units, channels and geographies, algorithms can make more accurate 
recommendations than any human could. 

  

Figure 2: The effect on sales of a trade promotion is  
seen across the product portfolio and throughout time
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Product portfolio
Extracting more revenue from their ex-

isting client base is the number one lever 
companies should look at to grow their top 
line. By analysing different data sources, 
AI algorithms make intelligent and per-
sonalised suggestions to sales reps dur-
ing the sales process on what additional 
(cross selling) or more profitable (up-
selling) products and/or services a client 
could be interested in.

By being able to process data from 
across business units, channels and ge-
ographies, algorithms can make more ac-
curate recommendations than any human 
could.

Main challenges for  
AI implementation

Despite its significant advantages, AI 
should not be seen as the golden bullet 
that will easily solve all the pricing prob-
lems a company is facing. Putting AI’s 
technological capabilities aside (platform 
to run ML, predictive models, etc.), embed-
ding AI in a company leads to three major 
challenges related to strategy and organ-
isation, data and people.

Setting a pricing strategy  
and implementation plan 

The most challenging problem is or-
ganisational. Though we are convinced 
that this new technology will become an 
essential support for business decisions, 
humans will still structure the way it is in-
tegrated and make final judgments. In that 
sense, for AI to deliver its full potential in 
the field of pricing, it is essential that a 
company has:

1. A clear pricing strategy:  taking into 
account the company’s needs and direc-
tion. As Sizing the Prize3 puts it, with a 
clear vision about its business problems, 
a firm will be able to more accurately iden-
tify the pain points that AI and automation 
could help it address.

2. Set priorities: Instead of jumping 
headfirst into AI investments that might not 
be right for the company’s business goals, 
it might pay to start small. For instance, 
trialling AI techniques via short, six-week 
sprints is often a better bet than investing 
an enormous amount of money in extend-
ed AI projects. Taking an agile approach 
and adopting a test-and-learn philosophy 

helps glean insights from mistakes.
3. A strong governance process:  

Strong data maintenance and governance 
processes must be put in place, focusing 
on both the beginning – where data’s gath-
ered and how data efforts are organised – 
and what follows – where the results of AI 
models are implemented into workflows.

4. Trust in AI:  Trust and transparency 
are critical to convince people to use what 
AI models propose4.

AI’s cool, but it requires  
high-quality data

Experience has shown that only the 
best in class are able to use data to steer 
strategic and commercial decisions. This is 

mainly due to lack of accessibility and faith 
in data quality. To implement AI for pricing, 
a number of issues need to be addressed: 

1. Data gathering: Understand the data 
currently available and establish how it can 
be acquired and organised in a compre-
hensive way. Data must be transparent and 
comply with regulatory processes such as 
the EU’s General Data Protection Regu-
lation (GDPR). 

2. Storage (technology): Organise 
data by storing and integrating it using a 
cloud solution, data lakes or other tech-
nologies. 

3. Data management: Once the pre-
vious points are in place, continual verifi-
cation and improvements where neces-
sary are key.

The right people on board
All too often, companies embark on AI 

projects only to end up with a very com-
plex AI algorithm that is of no real use to 
their business. Best practice is to create 
three-levels of AI-savvy employees5 who 
understand AI:

1. Citizen users: Teach people how to 
use the company’s AI-enhanced pricing 
applications, support good data gover-
nance and get expert help when needed.

2. Citizen developers: Turn a more 
specialized group into line-of-business 
professionals who can identify use cas-
es and data sets and work closely with AI 
specialists to develop new AI applications.

3. Data scientists: Define a small but 
crucial group of data engineers and data 
scientists who will create, deploy and man-
age AI pricing applications.

To conclude
AI, and particularly ML, will change the 

game for pricing. By analysing different 
data sources, ML helps company leaders 
more effectively and efficiently set their 
products’ price and create and effective 
pricing strategy, calculate sales promo-

tions ROI and make more accurate cus-
tomer segmentation. It also allows for more 
intelligent and personalised suggestions 
as to which additional (cross selling) or 
more profitable (upselling) products and/
or services a client could be interested in.

But AI’s just the tip of the iceberg.  Most 
effort should be put into extracting, clean-
ing, normalising and organising data. Re-
member, embedding AI in an organisa-
tion takes time and effort. You need first 
to make sure that the foundations of your 
business – your pricing strategy and im-
plementation plan, data, workforce, etc. 
– are solid so you can introduce AI con-
structively, beyond the hype.  
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Stay Strong: How to Escape 
 or Avoid a Price War
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by Ekkehard Stadie, Manuel E. Osorio  
and Kajetan Zwirglmaier

In this article, the authors examine the reasons why price wars 
flare up so quickly and present strategies that companies can 
implement in order to avoid these costly and competitive situ-
ations. Dr. Ekkehard Stadie is Global Head of Telecommuni-
cations for Simon-Kucher & Partners and works out of the Co-
logne, Germany office. Manuel E. Osorio is Managing Partner 
Latin America for Simon-Kucher & Partners in the Santiago 
de Chile office. Dr. Kajetan Zwirglmaier is a Partner located 
in the Munich, Germany office. They can all be reached via 
www.simon-kucher.com.

M
ore than half of all companies 
worldwide believe they’re in-
volved in a price war. What do 
they have in common? Most 

think it’s not their fault and blame their 
competitors, but logically speaking, this 
can’t be true for everyone. Let’s look at 
why price wars flare up so quickly and what 
companies can do to avoid them.

Price wars sound dangerous, and they 
are – for everyone involved. They happen 
when companies in very competitive mar-
kets repeatedly lower their prices to get 
ahead of their competitors. Most of the 
time, their main goal is to increase their 
market share. However, not only do price 
wars fail to achieve this, they end up low-
ering companies’ profitability by causing 
margin pressure and value deterioration. 

The free-for-all battle:  
Why do price wars start?

Why do companies find themselves 
participating in price wars time and time 
again? This can be due to several factors, 
but the primary reason is that managers 
think it’s always the other companies that 
initiate the combative behavior. They per-
ceive these companies as price aggres-
sive and are convinced their own company 
is reacting rationally to their competitors’ 
actions. The problem is that their competi-
tors have the exact same mindset. 

Several factors make markets particu-
larly vulnerable to price wars, such as re-
current economic downturn, limited organ-
ic growth due to market saturation, and a 

high degree of price transparency com-
bined with a very small number of large 
players that closely monitor each other’s 
prices.

Moreover, a price war is particularly like-
ly to occur when consumers’ price aware-
ness is high and switching costs are low, 
or when product differentiation is minimal 
causing consumers to consider price a key 
decision criterion.

Companies particularly vulnerable 
to price wars often:
• Offer commodity products
• Experience excess capacity
• Face new market entrants following 

penetration pricing strategies
• Need to keep sales volumes high to re-

duce average fixed costs per unit
We examined several cases of price 

wars and their causes. One example in the 
tobacco industry was sparked by a tax in-
crease, which resulted in all brands except 
one raising their prices. When they sub-
sequently lost market share, they lowered 
their prices again, initiating the price war. 
In the telco industry, a price war started 
when a new, aggressive player entered the 
market, causing established companies to 
reduce their prices significantly. In the end, 
the new player was forced to lower its own 
prices even more. Similarly, when the lo-
gistics sector experienced a sustained in-
crease in fuel prices, big carriers reacted 
by increasing their airfares while discount 
carriers lowered theirs to win market share. 
Competitive pressure led larger carriers to 

reduce their prices as well, resulting in a 
lower price level than before.

Busting three myths about price wars
Companies that believe the following 

misconceptions can often end up in a di-
sastrous situation:

1. “A price war can be won”: Experi-
ence has shown that the only situation in 
which one player comes out as the sole 
survivor in a price war is in newly emerg-
ing, mostly digital markets. In more mature 
markets, everybody loses.

2. “Significant market shares can be 
won”: Since all market players are trying 
to lure customers away from their competi-
tors by constantly undercutting each other, 
customers may switch providers. Howev-
er, this doesn’t result in a significant shift 
of market share. The battle for customers 
and the lowest prices simply continues.

3. “Market price level will recover”: 
Recovery only happens in rare cases and 
involves significant effort. In reality, prices 
hardly ever return to their pre-war levels.

Escaping a price war
Okay, so you’ve gotten yourself in trou-

ble and are stuck in a price war. What 
now? These steps will enable you to make 
it out of the danger zone in one piece:

1. Change and adjust your mind-
set: You need to shift your focus away from 
price and volume toward value and profit. 
It’s also important to establish guidelines 
on how to react to competitors. You should 
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always be on the lookout 
for competitors trying to 
halt the price war and then 
respond accordingly. Keep 
in mind the most beneficial 
outcome for everyone is to 
end the price war.

2. Develop a backup 
plan and a roadmap: To 
address your competitors’ 
actions effectively, develop 
a backup plan of possible 
surgical strikes and assess 
the biggest levers to man-
age reactions. Determine 
what your fair share is and 
decide which concessions 
on market share you’re will-
ing to make. Then prepare 
a detailed roadmap for 
communication and prod-
uct launches.

3. End your price ag-
gression and implement 
your roadmap: You have 
to stop retaliating and start 
communicating a clear and 
consistent value story to 
the market. Focus on value, not price when 
launching new products.

 
Following these guidelines will lead you 
back to healthy market development and 
competition.

Just don’t do it: Avoiding price wars
A much better and easier option is, of 

course, to never get into a price war in the 

first place. So how can you avoid them? 
Incorporate these three pillars to ensure 
your market development approach re-
mains profitable and sustainable:
• Mindset: Create a culture of value 

rather than price-centricity. Take well 
thought-out steps rather than knee-jerk 
actions by performing a thorough risk 
assessment to avoid creating panic.

• Preparation: Have clear rules and gov-

ernance in place that specify how com-
petitive moves should be countered. 
Identify what your red lines are and 
communicate these to the market.

• Reconnaissance: Observe what your 
competitors are up to; assess strengths 
and weaknesses including behavioral 
aspects and be aware of the potential 
reactions you might trigger. v

We examined several cases of price wars and their causes. One example in the tobacco industry was 
sparked by a tax increase, which resulted in all brands except one raising their prices. When they 
subsequently lost market share, they lowered their prices again, initiating the price war. In the telco 
industry, a price war started when a new, aggressive player entered the market, causing established 
companies to reduce their prices significantly. In the end, the new player was forced to lower its own 
prices even more. Similarly, when the logistics sector experienced a sustained increase in fuel prices, big 
carriers reacted by increasing their airfares while discount carriers lowered theirs to win market share. 
Competitive pressure led larger carriers to reduce their prices as well, resulting in a lower price level 
than before. 

 

Busting three myths about price wars 

Companies that believe the following misconceptions can often end up in a disastrous situation: 

1. “A price war can be won”: Experience has shown that the only situation in which one player comes 
out as the sole survivor in a price war is in newly emerging, mostly digital markets. In more mature 
markets, everybody loses. 
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