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Picture this: Your company has 
created an innovative new prod-
uct. The sales force has commu-
nicated the value, and customers 

are salivating to get their hands on it. To 
use a football analogy, you’re at the one-
yard line. It remains only to communi-
cate the price and close the deal. 

Sounds simple, doesn’t it? So why don’t 
we always score a touchdown? There are 
three main reasons why we “drop the 
ball”: the sales force loses confidence 
when they have to discuss price; the 
pricing guidelines are ineffective; or the 
new offering is not properly priced.

The sales force loses 
confidence when they have 
to discuss price
There are generally two reasons why reps 
lose confidence. The first one is fear, usu-
ally driven by compensation systems that 
reward volume instead of profit. If the 
rep senses any possibility of losing the 
deal, he will reach for the pricing card to 
increase his chances. 

The second cause is lack of experience. 
Customers will take their time when 
making a buying decision. If they are 
professional buyers, they will seek open-
ings in which to negotiate down price. 
An inexperienced rep will often lose 
confidence when the customer “pushes 
back” on price.

The solutions:

• Reward profitable volume, not just 
volume.

• Limit the ability of your inexperienced 
reps to reduce price. 

The pricing guidelines  
are ineffective
If you plot price against volume, you 
are left with a scatter diagram. In most 
situations, this indicates no meaningful 
relationship between price and the quan-
tity purchased. There are two possible 
reasons for this inconsistency: companies 
either do not have pricing guidelines, or 
they do not adhere to their guidelines.

The solutions:

• Set pricing guidelines and live by 
them.

• Establish a process whereby the sales 
force can execute deals within the guide-
lines without seeking approval; if they 
want to go below the guidelines, they 
must explain why.

A policy that works in the case of innova-
tive products that have high value is not 
to discount at all. This removes the temp-
tation and keeps the sales team focused 
on capturing a fair return for the value.

The new offering is not 
properly priced
If your product provides real value and 
the sales force is doing its job of commu-
nicating, but yet can’t close the deal, the 
third possibility is that the product is not 
properly priced. You have this problem 
when one of two situations occurs:

• Units are flying out the door much faster 
than expected; or

• Units are moving much more slowly 
than expected.

In these cases, the challenge is to 
quickly find out what is happening, 
and why. Let’s assume you are not sell-
ing enough units to meet forecast. You 
need to find the answer to the follow-
ing questions:

• Are there different segments of the mar-
ket valuing the product differently?

• Is the market as large as we believed it 
to be?

• Are there competitive alternatives avail-
able to the customer that we did not 
anticipate?

• Do customers have limitations that we 
did not anticipate (e.g., signing author-
ity does not allow them to buy without 
going for approval, etc.)?

The solutions:

• Conduct research to determine the root 
cause of the deviation.

• Adjust your pricing strategy and/or 
value proposition. For example, for 
the more price-sensitive market, you 
might want to structure your offering 
so customers get a lesser offering for a 

If your product provides 
real value and the sales 
force is doing its job of 
communicating, but yet 
can’t close the deal, 
the third possibility is 
that the product is not 
properly priced.

Capturing a Fair Return for the Value Delivered
In this post-recession economy, avoiding 
price discounts and commoditization 
are necessary steps for companies who 
want to succeed in the still challenging 
market conditions. Selling for value and 
learning how to capture a fair return 
for the value delivered are crucial. In 
this article, the author discusses two 
key steps in capturing return on value: 
making the sale at a value-based price 
and making sure the customer realizes 
the value. Paul Hunt is the president of 
Pricing Solutions, a global pricing con-
sultancy, and a regular presenter at PPS 
events and workshops, including his 
new workshop “How to Leverage Price 
Optimisation Within Your Organisa-
tion” at the 6th PPS Annual Confer-
ence on European & Global Pricing 
in Brussels, Belgium on 16 November 
2010. He can be reached at phunt@
pricingsolutions.com. 
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reduced price.

If you have developed a great product 
and communicated its benefits, don’t let 
all that hard work go to waste. The final 
step is to capture a value-based price. If 
you can keep up the sales force’s confi-
dence when they have to discuss price, 
implement good policies, and 
price the offering properly in 
the first place, you are sure to 
capture a superior return!

Now that your rep has made 
the sale at a value-based price, 
there are critical moments 
after the sale has taken place 
that will determine whether 
the customer perceives he/she 
has realized a fair return for 
the price paid. These “mo-
ments of truth” often emerge 
when the customer experiences 
problems.

Research has shown that cus-
tomers who have a positive 
experience with a company’s 
product will tell, on average, 
three people about their pur-
chase; we call them “missionar-
ies.” On the flip side, customers 
who have had a bad experience 
with a product tell an average 
of nine people about their pur-
chase – we call them “terror-
ists.”

Research also indicates that 
customer loyalty is, on aver-
age, 2 times stronger after a 
company has successfully re-
solved a problem.

How does this relate  
to pricing?
An important aspect of your pricing is 
to have clear policies on how to resolve 
customer complaints. Following are two 
examples of resolutions that I have ap-
preciated as a customer.

A car-rental company ran out of inven-
tory, and did not have a car available for 
me. This happened on a long weekend, 
and I was a loyal customer. Eventually, it 

was able to locate a car for me at another 
rental location. But rather than just hop-
ing that I was easygoing and would forget 
about what had happened, the compa-
ny took action. Shortly after this service 
breakdown, I received a letter from the 
vice-president of marketing in which he 
not only apologized but also provided 

me with a coupon for a free rental the 
next time I came back. What a terrific 
discount! It was focused on building the 
relationship, and it provided high value 
to me and to the car-rental company (re-
member the cost of poor retention).

A chain restaurant that my family has 
frequented for the past five years provid-
ed a resolution that has made me twice 
as loyal! It is a large restaurant, so I know 
we are not getting special treatment of-
fered only to the “select few.” Over the 

course of time, you can expect that there 
will be problems – the food will be slow, 
or cold, or you don’t get what you or-
dered, etc. While this seldom happens, it 
has on a few occasions, and I have been 
impressed with how successfully the res-
taurant has dealt with these situations. 
Once, for example, when the food was 

slow, an apology and a free des-
sert made us content to wait 
rather than grumbling about 
our empty stomachs.

The message is that sometimes 
discounts are not only appropri-
ate, but also essential. Use the 
following principles to execute 
them for maximum impact:

• Focus your discounts on cre-
ating loyalty – use the discount 
to bring the customer back to 
experience your offering again 
at a time when the chances are 
favorable that you will provide a 
great service experience.

• Empower your frontline peo-
ple to make decisions – train 
them in how to use their author-
ity, and measure their behavior 
so you can identify who needs 
further training.

• Make your offering in kind 
rather than cash – sometimes 
a cash discount is the only way 
to go, but often there are other 
alternatives. Providing product 
(a free rental car or a free dessert) 
costs you less and often has very 
high value to the customer.

Summary
Once the sale has been made, you can’t 
sit back and relax. That is when the real 
work begins – building the trust that 
comes out of resolving customer com-
plaints and problems. The benefits of 
getting it right are long-term relation-
ships with customers who want to do 
business with you. Building a well-
thought-out pricing policy that deals 
with these situations isn’t only impor-
tant; it is critical.

Research has shown that customers 
who have a positive experience with a 
company’s product will tell, on average, 
three people ... customers who have 
had a bad experience with a product tell 
an average of nine people.




