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How to Counter Increasing Price 
Pressure in The Logistics Industry

In this article, Dr. Philipp Bier-
mann and Dr. Jochen Krauss pro-
vide insights into the key results of 
Simon-Kucher’s annual Global Pric-
ing Study. With a special focus on the 
logistics industry, they explain why 
successful pricing requires manage-
ment guidance just as much as sales 
team involvement. Although indus-
try specific, this article provides key 
concepts that can be applied by pric-
ers in multiple scenarios. Dr. Philipp 
Biermann is a Partner at Simon-
Kucher & Partners and head of the 
company’s Logistics Competence Cen-
ter. Dr. Jochen Krauss is Managing 
Director of the company’s Singapore 
office. Dr. Krauss is also a keynote 
speaker at the PPS 2nd Annual Asia-
Pacific Conference to be held in Sin-
gapore on 10-11 April 2014. They 
can both be reached via www.simon-
kucher.com.

• PPS 2nd Annual Asia-Pacific Pricing Workshops & Conference – Fair-
mont Singapore & Swissôtel The Stamford – Singapore / 10-11 April 2014 

• 25th Annual North American Spring Workshops & Conference – Inter-
Continental O’Hare Airport Hotel – Chicago / April 29 - May 2, 2014

For the most up-to-date information about PPS events and programs, please 
visit our website at www.pricingsociety.com frequently.
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A ccording to Simon-Kucher’s 
Global Pricing Study, price 
pressure is higher in the lo-
gistics industry than in other 

sectors – no matter the country. Only 
strong positioning and committed lead-
ership can help companies in Asia, Eu-
rope, the Americas and the rest of the 
world to counter the pressure. Three-
fourths of logistics companies are unable 
to get the prices they deserve for their 
services. The causes, managers say, are 
the price-aggressive competitive envi-
ronment, the prevalence of standardized 
products and customers’ strong nego-
tiation power. Nine out of ten logistics 
companies even state that they experi-
enced a recent increase in price pressure 
caused by both customers and competi-
tors.  
 
These are the major findings of the re-
cent Global Pricing Study with 151 re-
spondents from the transportation and 
logistics sectors throughout Asia, Eu-
rope, North and South America con-

ducted. This study is conducted annu-
ally and is based on answers from a total 
of 2,700 decision-makers and managers 
from companies in all major industry 
and service sectors on pricing organiza-
tion, pricing power, inflation manage-
ment, profit orientation and profit expec-
tations. 

The results leave no doubt that logistics 
companies are often the source of their 
own misery. Successful companies, re-
gardless of industry, have “pricing pow-
er” – the ability to charge prices that 
reflect the value of their products and 
services. Especially in the logistics sector, 
where margins are considerably lower 
compared to other sectors, the impor-
tance of this “pricing power” should not 
be underestimated because in this indus-
try, pricing power and profit margins are 
even more strongly linked than in others. 

The study shows that logistics compa-
nies with strong pricing power achieve 
on average 17 percent higher margins 
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With stronger management involvement and a 
specialized pricing organization a company has 
the best chance to truly raise prices and achieve 
sustainable profits by pushing the company out of its 
pricing “comfort zone.”

than their competitors. And companies 
that apply value-before-volume strategies 
will have a 7 percent higher likelihood of 
positive EBITDA expectations. C-level 
executives of logistics companies must 
therefore be aware that a strong market 
positioning and selling premium prod-
ucts will greatly improve their company’s 
pricing power. And by doing so they will 
automatically also guarantee the interna-
tional success of their business. 

Inept price increases
Customers continue to demand dis-
counts, and over-capacities in several 
sectors are driving prices down. No mat-
ter the country, pressure is rising in the 
logistics industry, devastating price wars 
often being one of the dangerous symp-
toms of the difficult business climate, 
which – as our experience shows – are 
most likely to be no good for any of the 
participating companies. Almost two-
thirds of the responding transportation 
and logistics firms are in the midst of a 
price war, leaving the industry clearly 
above average with the 3rd highest value 
across all sectors. 

Even though 77 percent of the interna-
tional respondents tried to increase prof-
its recently by raising prices as a means 
to face the current market situation, 20 
percent failed completely, which is clear-
ly more than in other sectors. Of those 
that did succeed in raising prices, just 
two-thirds managed to take the price 
increase a step further and improve mar-
gins. Furthermore, what looks like price 
increases are in fact only price adjust-
ments. In other words, companies are 
simply passing on their increasing costs 
and, thus, will definitely not achieve 
higher profits by this means. 

So where’s the real problem of logistics 
companies? Many firms have lived for 
years in a pricing “comfort zone” and 
tolerated looser pricing practices. But 
with the current increasing pricing and 
margin pressure, it is no longer an option 
to go to market with a pricing “comfort 

zone.” In contrast, it’s up to the compa-
nies’ leaders to step up and provide fresh 
impetus. With stronger management in-
volvement and a specialized pricing orga-
nization a company has the best chance 
to truly raise prices and achieve sustain-
able profits by pushing the company out 
of its pricing “comfort zone.” 

In companies where pricing is a board-
room matter, the chances are much 
greater that price increases will not only 
pass on higher costs, but also ultimately 

boost margins. Furthermore, logistics 
companies with active C-level executive 
involvement have a 29 percent higher 
EBITDA margin than their counter-
parts. However, C-level involvement in 
pricing is still less common in the logis-
tics industry compared to other indus-
tries and change is urgently needed.

 
Weak price implementation
Planning a price increase is one thing 
– implementing it at the customer level 
another one. Many companies end up 
giving in to their customers’ requests 
for stable prices. The study shows that 
especially the transportation and logis-
tics sector underperforms when it comes 
to implementing price increases in the 
market. Over two-thirds of the respon-
dents failed to implement more than 60 
percent of their planned price increases. 
Compared to the cross-industry average, 
price implementation in the logistics sec-
tor was lower. When so many logistics 
firms are failing so often to implement 
prices, it basically means that their price 

increases are just in theory, and not in 
practice.  
 
There are, however, companies in the 
industry that have managed to push 
through up to 100 percent of their 
planned price increases. This makes one 
thing clear: while pricing power is not 
an industry-specific phenomenon – every 
company can achieve it with the right 
management guidance. 

Price implementation requires the in-

volvement of the entire team. It’s the 
sales team in particular that must fulfill 
strict guidelines, otherwise sellers will try 
to drive prices down to achieve higher 
volumes. 

CEOs need to get active 
So how can you counter increasing 
pricing pressure in the logistics 
industry? As the findings of the Global 
Pricing Study underline, with a strong 
positioning and committed leadership 
making pricing a C-level topic, logistics 
companies can definitely battle the 
increasing pressure and turn their price 
management into better margins. But 
pricing-savvy C-level executives need 
to push the pricing organization and 
at the same time put into practice 
a dedicated pricing role or function 
within the organization that does the 
day-to-day pricing work and ensures 
the implementation of strategic pricing 
decisions. The sooner, the better!


