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Pricing groups of major manufacturing and distribution companies have typically func-
tioned in silos. As a result, decisions are often made that are detrimental to the long-term 
profitability of the company, as the author explains. For more than 10 years, Dr. Stephane 
Bratu has played an advisory role on best practices, has provided guidance and insights 
to key executives, and has developed Pricing and Revenue Management decision support 
technologies across multiple industries. He is currently visiting professor at the University of 
Texas in Austin, teaching a course in Pricing and Revenue Management and conducting 
research. Dr. Bratu holds both a Masters of Science in Aerospace Engineering and Opera-
tions Research (1999) and a PhD in Systems Engineering (2003) from MIT.

Holistic Pricing Management: From Silo  
to Cross-Functional Pricing Decisions

P
ricing groups of major manufacturing and distribution 
companies have typically functioned in silos where pro-
curement, product management, sales, marketing and 
logistics all operate independently of each other, thus 

overlooking downstream operational and financial consider-
ations. As a result, decisions are often made that are detrimental 
to the long-term profitability of the company. Disparate pricing 
approaches within a product-based organization commonly lead 
to reactive pricing decisions that negatively impact revenue op-
portunities, customer relationships, market positioning, and can 
result in an overall poor financial performance. In contrast, a 
pricing model where cross-functional stakeholders collaborate 
constructively will yield a higher likelihood of meeting financial 
targets. This paper provides arguments to move towards a cross-
functional collaborative structure that positions pricing strategies 
at the center of the organization.

The traditional pricing model is structured sequentially where 
functional teams within an organization operate independently of 
each other, thus irrespective of decisions that ultimately have an 
impact on the overall pricing strategy. For example, sales teams 
may not always make a concerted effort to position and pitch a 
product with a holistic view of the entire portfolio of offerings, thus 
revenue opportunities are missed by silo-ed sales efforts. Fur-
thermore, sales teams are often reactive and driven by the wrong 
motivations, which can devalue a pricing strategy. For example, a 
sales person approaching an internal revenue goal deadline may 
decide to adjust pricing to close the deal, thus deviating from the 
standardized pricing model. Such unilateral decisions with no or 
limited feedback loops to other stakeholders can have negative 
impacts on both the organization and the customers. 

Pricing strategy must be a collaborative process between cross-
functional stakeholders where each plays an active role in defin-
ing how the strategy is defined and implemented. As companies 
evaluate their pricing strategies and models, thought should be 
given to the organizational impacts and resource allocation re-
quired to support it. Procurement, product management, mar-

keting and sales are all dependent upon the pricing strategy to 
successfully identify new revenue opportunities and achieve set 
revenue and profit goals. 

Pricing Strategy Models – Sequential  
vs. Collaborative
In looking at two disparate approaches to pricing model struc-
ture, a collaborative model is superior to a sequential model. As 
an example, the cost rationalization function is often assigned 
to the product management group. As the group responsible for 
product innovation, product management needs to understand 
market demand (from sales and marketing) to ensure that the mar-
ket will accept any new product offerings. Part of this process is 
realizing the impact that pricing strategy can have on profitability. 
Understanding the full impacts can only be accomplished through 
knowledge-share and collaboration with sales and marketing, for 
example, to get a sense of market demand and margin potential. 
Thus, cross-functional coordination and collaboration in defining 
a pricing strategy is paramount to success.

The following improvements should help break down silos 
within an organization with the goal of achieving a more 
collaborative pricing model between stakeholders:

1. Share information and coordinate across stakeholder 
groups within your organization.

2. Invest in understanding your competition and your 
customers.

3. Organize, collect data and use it to build relevant cross-
functional business analytics.

4. Define your organizational structures to motivate col-
laboration among stakeholders.
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Distributed Pricing Model (Collaborative)

Traditional Pricing Model (Sequential)

• Each function operates independently of downstream operational 
and financial considerations

• Left-to-right “push” dynamic, with limited feedback
• No concerted portfolio positioning
• Highly-reactive and tactical approach

• Functions execute go-to-market strategy in concert

• Actionable post-mortem analytics inform 
optimization/alignment opportunities:

o Portfolio, cost rationalization and new product kits (Product)

o Interline price indexing (Pricing)

o Demand generation (Marketing)

o Discount/Rebate elasticity (Sales)

o Ancillary margin sources (Freight, etc.)

• Each function understands its specific contribution to a 
sustainable, unified value-proposition strategy
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Figure 1: Traditional Pricing Model (Sequential)

1. Share information and coordinate across stakeholder 
groups within your organization.
Information-sharing across product management, procurement, 
sales and marketing leads to better strategic product pricing 
and improved revenue opportunities. For example, when your 
organization is faced with excess inventory that it needs to sell 
because new product lines are set to launch, then depending 
on your market positioning, you might want to lower prices on 
the excess inventory to incentivize customers to switch to the 
new product lines. Coordination between product management, 
sales and marketing will help this transition between the old and 
new inventories. 

The aforementioned example is a common scenario among dis-
tributors and manufacturers and it illustrates how important it is 
for inventory management and sales to collaborate on pricing 
strategy, inventory commitments and manage sales margins along 
a product lines’ lifecycle. This symbiotic relationship between 
stakeholders is critical particularly where there are high capital 
costs and inflexible production capacities. A strong pricing strat-
egy is necessary to send the correct message to the market and 
to find the right pricing balance early on during customer adop-
tion when risks are higher. 

Communication between stakeholders can present challenges 
for an organization. Take the opportunity to get leadership in-
puts and third-party expertise early on in the process. A good 

way to motivate collaboration is to formalize it by establishing a 
price council that meets regularly and where all cross-functional 
stakeholders are represented and applicable business analyses 
are reviewed among the group.

To illustrate the importance of why analytics need to be a part of 
the discussion, let’s take the example of vendor rebates within a 
large distribution organization. In this example, a rebate perfor-
mance by vendor report can provide inputs for a forecast of the 
total vendor rebates. Based on this forecast, the stakeholders 
can make decisions on how to improve the pricing strategy to 
achieve the overall business goals. For example, pricing and / or 
promotional decisions for a particular product line may be based 
on the trend rates towards a particular (vendor) rebate goal. Or, 
decisions around product lines may be made to help optimize 
rebate opportunities and future purchasing negotiation power. 
Thus, a constructive discussion between product management, 
marketing and sales is critical to leveraging negotiation power 
with vendors, lowering purchasing costs and improving your 
market position – and overall pricing strategy.

Another example of why coordination among stakeholders is 
important is perceived customer value and value-based pricing. 
Value-based pricing (versus cost-based or market-based pricing), 
requires an organization to have a solid understanding of how 
customers perceive their brand and product lines. This research 
is often managed by a company’s research, account manage--2- 
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ment and / or marketing function(s). In order to bring the line of 
communication full circle, research, account management and 
/ or marketing must have a dialogue with product management, 
finance, sales and other stakeholders who are active participants 
in the pricing decisions. 

Positive price differentiators based on perceived (brand or prod-
uct) value are the keys to establishing and building long-term, 
profitable customer relationships. Some common positive price 
differentiators may include superior technology, buyer-favorable 
payment terms, short lead times, large availability of products and 
services (one-stop-shop) among others. These differentiators will 
be instrumental in shaping the perceived value, thus adoption 
rates. Additionally, they will lay the foundation for a constructive 
long-term relationship that is mutually beneficial, as customers 
will be less vulnerable to external influencers such as competi-
tor pricing. 

Defining positive price differentiators are often the responsibility 
of different functional groups within an organization – innova-
tion (product management), delivery (logistic group) or payment 
terms (finance group) – as illustrated with cases by Anderson et 
al.1 This coordination between the stakeholders is applicable to 
any product or market, even with new product launches or with 
made-to-order products.

2. Invest in understanding your competition and your 
customers.
Understanding your competition is paramount to defining and 
creating an effective pricing strategy. Who, internally, should best 
know the competition? Typically, product management groups 
are closely following the competition, but so are sales and mar-
keting. The important thing to note is that both groups are likely 
to be watching different aspects of the competition. For example, 
product management may be 
most interested in a competi-
tor’s innovation and product 
functionality. Sales and mar-
keting, on the other hand, may 
be more interested in customer 
segments, loyalty, pricing and 
market share. 

It is crucial that information 
be shared regularly between 
stakeholders so that the pric-
ing strategy reflects the current 
information on competitors. For 
instance, a building products distributor can purchase in-depth 
reports of both the private and the public construction business 
sectors. This information would be useful in adjusting goals for 
each market segment. Understanding the competition and how 
it changes over time can be influential in defining your pricing 
strategy and evaluating pricing risks. 

In addition to knowing your competition, knowledge of your cus-
tomers plays an important role in defining your customer-centric 
pricing strategy. Grouping customers into different segments 
with similar profiles can drive more effective marketing strate-
gies that will yield a higher return on marketing investment. As an 
example, let’s take a look at Customer Type A and B. Customer 

Type A represents a segment where there are a high number of 
interactions with a salesperson to close a particular deal. In con-
trast, Customer Type B is more self-servicing and requires very 
little technical assistance from a salesperson, but still requires 
sales support for administrative aspects of processing the deal. 
An organization looking to gain efficiency of the order process 
may want to develop an automated system to process orders. In 
the scenario of Customer Type A and B, this automation would 
remove the salesperson from the process of a self-servicing cus-
tomer like Customer Type B, thus freeing up the salesperson’s 
time to focus on closing more deals and managing more “needy” 
customers. A discount plan could also be developed to encour-
age customers to use the automated system. This scenario il-
lustrates how these types of customer insights can influence an 
organization’s pricing strategy.

Additionally, it is important to understand as much as you can 
about customer loyalty. Customer data may reveal insights indica-
tive of losing a customer can have tremendous value and influ-
ence on pricing strategy. Take, for example, a customer whose 
financial circumstances have changed and who is now more 
price-conscious. This customer is likely to shop the competition 
and seek out a better price. If your data can recognize these 
scenarios, you may be able to save that customer if there is op-
portunity to negotiate on price – the lesson being that protecting 
your historical margins doesn’t always outweigh the longer-term 
value of a loyal customer. Conversely, you should also be able to 
identify when a customer has an increased level of engagement 
(thus greater perceived value) because this could be an oppor-
tunity to generate more profit from the relationship. 

In B-to-B distribution, the customer loyalty factor can be high 
so it becomes even more important to understand the needs of 
your customers and the value being delivered to them. One way 

to measure this is to evalu-
ate the position of your con-
tracts (e.g., special pricing 
agreements) with your cur-
rent customers. Ask yourself 
whether the contract reflects 
the fair value of the services 
delivered. Typically, contracts 
are too broadly defined and 
give discounts to customers 
irrespective of what they pur-
chase. You can reduce rev-
enue dilution by having more 
specific pricing agreements 

that may present customers with incentives that protect, if not 
improve, the perceived value but that do not put profitability at risk.

Finally, identify which green field and current customers you 
should invest in to increase sales. Develop a customer acquisi-
tion and sales effectiveness budget where specific customers 
and customer segments are assigned promotional and discount 
budgets based on their propensity to respond to the investments. 
The goal is to implement pricing decisions that drive deeper in-
vestments in your loyal customers and improve relationships, 
thus your long-term profitability. Customer investment decisions 
should include all stakeholders – from sales / marketing to prod-
uct management – and the group should continuously review and 

Positive price differentiators based 
on perceived (brand or product) 
value are the keys to establishing 
and building long-term, profitable 
customer relationships.
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assess the performance of these investments during the pricing 
council meetings.

3. Organize, collect data and use it to build relevant cross-
functional business analytics.
Reliable, good data is critical and it should be fed into an orga-
nization’s larger business intelligence efforts and support con-
structive discussions among stakeholders. Discussions should 
be based on quantitative analyses and not subjective insights. It 
is, therefore, important to invest in your data. 

For example, make sure your data sources are consistent across 
all stakeholder groups such as product management, sales / 
marketing and others. Customer information should be collected 
and updated regularly and it should include as much information 
as possible spanning basic demographics, psychographics and 
behavioral intelligence. This data can be leveraged to impact 
pricing strategy decisions. 

If your organization does not have the infrastructure or processes 
to collect relevant data, then build a solution. Build a process to 
capture relevant data and develop business analytics and reports 
around it. Third-party data sources can also provide valuable 
information about the market, the competition and consumers – 
always consider obtaining this information as an option to add 
to business intelligence.

It is also recommended to formalize a product hierarchy that 
contains the relevant details across your product lines. Improved 
product data quality will result in more robust and accurate analy-
ses, which will ultimately improve your pricing strategies and your 
pricing capability. An example is to develop a functionality layer 
in your product hierarchy. So, if you distribute auto parts then 
group them by their functions so that you can identify the impact 
of price changes not only on a product’s sales, but also on sales 
of substitute products. Grouping product by functionality will 
enable you to better forecast customer behaviors. Your pricing 
strategy will, as a result, be improved because it will capture the 
target prices, the impact on substitute products, and improve 
your long-term strategy acceptance and profitability. 

4. Define your corporate structure to motivate collabora-
tion among stakeholders.
It is typical for sales teams to place too much emphasis on rev-
enue numbers and not enough on profit margins or gross profit, 
as highlighted by Hallberg and Andersson2. An efficient way to 
remedy this is to revise your sales force compensation plan from 
rewards-based on total revenue dollars to a more effective one 
that creates incentives that comply with your pricing strategy. 
A sales rewards plan that achieves this goal has to come from 
extensive discussions between stakeholders in order to build a 
consensus. Short-term metrics such as profit contribution, com-
pliance metrics, as well as long-term customer-centric metrics 
like customer retention and satisfaction will incentivize sales to 
comply with your pricing strategy. Other metrics, such as dura-
tion of sales cycles, can be considered to reward the efforts that 
a salesperson has put into winning a deal – this can be particu-
larly effective for a new green-field customer. 

Furthermore, your rewards program should incentivize salesper-
sons to collect valuable information about existing or prospective 

customers. Indeed, your sales team is constantly interacting with 
customers and there are tremendous opportunities to reward 
them for collecting valuable data. These observations can be 
relevant to other stakeholders, and they may encourage further 
dialogue. Although a difficult topic to address, working on your 
rewards program can be a catalyst for constructive dialogue 
between stakeholders within your organization to prevent profit 
dilution, which is too often the consequence of revenue targets 
in incentive plans that are too aggressive.

Not every sale looks the same. It is, therefore, crucial to manage 
your approval processes to accommodate for situations where a 
sale may not conform to your pricing strategy. Systems should be 
in place to trigger special reviews or approvals based on circum-
stances that fall outside of normal processes. This is important 
because it can stimulate a dialogue among stakeholders in your 
organization. The approval process should not be perceived as 
a strict deal breaker, but rather it should engage the salesperson 
in an internal conversation about the deal in negotiation. 

Hence, salespersons should perceive the approval process as 
a supportive function and not as a burden. Furthermore, the ap-
proval process may have an impact beyond the sales group to 
other internal stakeholders such as marketing or product man-
agement. Stakeholders in other functional areas may learn from 
and / or be able to influence salesperson’s deal negotiations and 
approval. For example, if a prospective customer demonstrates 
resistance to price, marketing could advocate lowering the price 
for that customer if there is value beyond just the revenue from 
the deal such as brand leverage, powerful referrals from this new 
customer, new business opportunities and more.

Conclusion
The move towards a cross-functional collaborative structure that 
positions pricing strategies at the center of the organization is 
critical to long-term business profitability, but requires a willing-
ness to change. Pricing strategy must be a collaborative process 
between cross-functional stakeholders where each plays an ac-
tive role in defining how the strategy is defined and implemented, 
and it will improve your likelihood of achieving the financial goals 
by relating corporate financial objectives to an actionable pricing 
strategy. This pricing strategy will improve how you manage both 
your customers and your products by:

(Customers) Selectively investing in your customers will ultimately 
result in long-term constructive relationships with them whereby 
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prices reflect the perceived value of service (pricing power) and 
reduce business risk of losing these valued customers.

(Products) Rationalizing your product portfolios to comprehen-
sively increase long-term profit and build stronger relationships 
with your vendors. 

(Products) Aligning prices with product lifecycles, particularly 
for new products, to initially gain market share and motivate cus-
tomer adoption.

All cross-functional stakeholders of your company should benefit 
from having a voice in defining your pricing strategy, which will 
position you for long-term, sustainable profitability while allowing 
you to meet your financial objectives. Transforming the way pric-
ing is done in your company will take time, resource and capital 
investments, training and change management, notes Crouch 

and Hunsicker in the “Journey to Pricing Excellence”3, but it is 
well worth the effort for all stakeholders to be aligned on the vi-
sion and involved in the process. 
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