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If You Cut The Price,  
You Must Sell it Twice

In this article, the author addresses sales people and explains 
how individual pricing choices, made to win deals or accom-
plish other types of gross profit or gross margin goals actually 
affects their personal sales performance. He also provides best 
practices for using pricing intelligently and profitably in sales. 
Tom Ciccone is the Marketing Manager at Graybar Electric. 
He is a Certified Pricing Professional (CPP) and has more than 
27 years of experience in selling, sales management and pric-
ing. He can be reached at Tom.Ciccone@graybar.com.

I
f you happen to be in sales and have 
some room to adjust your pricing in or-
der to secure or win business, this ar-
ticle is for you.
So, just what does the title of this ar-

ticle mean? Most companies have some 
kind of gross profit or gross margin goals 
in place for their business units and sales 
force. And, if those individuals are reward-
ed for sales growth or margin growth, they 
might not be focused on maintaining a 
healthy sell price. 

In previous articles, 
I have attempted to 
demonstrate the dam-
age that taking low 
profit orders can do 
to any company with 
fixed resources. This 
article is focused on 
the pricing choices of 
individuals and how 
those choices can af-
fect their own perfor-
mance. Let’s take a 
look at a simple ficti-
tious example of what 
happens when price 
cutting is used to meet 
other goals, such as 
sales, margin or quan-
tity sold targets.

A business unit (or 
salesperson) has es-
tablished annual Sales 
of $1,000,000.  Of this, 
Cost of Goods Sold 
is $750,000, leaving 
$250,000 of Gross 

Margin/Profit (GM). Their established 
Gross Margin Rate (GMR) is 25%. (Gross 
Margin / Sales). Just a 2% drop in GMR 
will drop total sales to $974,026 and drop 
GM to $224,026. That’s a $25,974 drop in 
Gross Margin. You may have noticed that 
is just slightly more than a 10% decline in 
total GM for what might have seemed to 
be a tiny price cut. 

In addition, I have included the table be-
low to further reinforce the numbers from 

the example above and show the sales 
and GM erosion from additional changes 
to GMR. Hopefully you can see just how 
damaging each point of GMR can be on 
a business unit or sales person’s perfor-
mance. 

While the numbers in Figure 1 show 
what you lose if you cut your profit rate, 
the chart in Figure 2  shows how you must 
grow your sales and margin in order to off-
set profit lost from dropping your GMR. In 
the chart (see Figure 2), you can also see 
that it shows the new (Total) Sales and 
Cost of Goods you will have to achieve to 
maintain the same margin if you start drop-
ping your GMR. If you are not alarmed by 
the fact that just a 5% drop in GMR will 
require a 25% increase in Cost of Goods 
Sold to attain the same GM Production, 
you are probably not paid or rewarded for 
your production. Take a look: your new 
Cost of Goods Sold is now $1,000,000 
which happens to be what the previous 
sales used to be to achieve the same 

Figure 1

by Tom Ciccone

Initial 
GMR Initial Sales Initial Cost Initial GM
25% 1,000,000$  750,000$ 250,000$ 

New GMR  New Sales New Gross Margin GM Decline Sales Decline % Sales 
Decline

% GM 
Decline

24.5% 993,377$                           243,377$                   (6,623)$                       (6,623)$         1% 3%
24.0% 986,842$                           236,842$                   (13,158)$                    (13,158)$      1% 5%
23.5% 980,392$                           230,392$                   (19,608)$                    (19,608)$      2% 8%
23.0% 974,026$                           224,026$                   (25,974)$                    (25,974)$      3% 10%
22.5% 967,742$                           217,742$                   (32,258)$                    (32,258)$      3% 13%
22.0% 961,538$                           211,538$                   (38,462)$                    (38,462)$      4% 15%
21.5% 955,414$                           205,414$                   (44,586)$                    (44,586)$      4% 18%
21.0% 949,367$                           199,367$                   (50,633)$                    (50,633)$      5% 20%
20.5% 943,396$                           193,396$                   (56,604)$                    (56,604)$      6% 23%
20.0% 937,500$                           187,500$                   (62,500)$                    (62,500)$      6% 25%
19.5% 931,677$                           181,677$                   (68,323)$                    (68,323)$      7% 27%
19.0% 925,926$                           175,926$                   (74,074)$                    (74,074)$      7% 30%
18.5% 920,245$                           170,245$                   (79,755)$                    (79,755)$      8% 32%
18.0% 914,634$                           164,634$                   (85,366)$                    (85,366)$      9% 34%
17.5% 909,091$                           159,091$                   (90,909)$                    (90,909)$      9% 36%
17.0% 903,614$                           153,614$                   (96,386)$                    (96,386)$      10% 39%
16.5% 898,204$                           148,204$                   (101,796)$                  (101,796)$    10% 41%
16.0% 892,857$                           142,857$                   (107,143)$                  (107,143)$    11% 43%
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Gross Margin results. 
Nobody wants to 

work 25% harder to 
achieve the same re-
sults. On the other 
hand, if you are in-
terested in doing the 
same amount of work, 
and reaping great re-
wards, increase your 
GMR. In layman’s 
terms, that means 
raise your prices just 
a little bit and make 
more margin. 

In the real world, 
there are only so 
many opportunities 
for a new sale, so if 
you drop your GMR 
too deeply and too 
broadly across your 
customer base, you 
may not be able to 
win enough new busi-
ness to get back to 
your GM goal. Com-
pounding that prob-
lem, once you have become known in the 
marketplace as the one that slashes the 
prices, you will have a tough time grow-
ing your GMR back to acceptable levels. 
Think of it this way: if the rest of the market 
is pricing a Cadillac for the same materi-
als or services that you are pricing a Pin-
to, how are you going to explain that your 
previous Pinto offering is now worth the 
same as a Cadillac? 

The Alpha Sales Rep in you is prob-
ably thinking that you still want every or-
der. Fine, there are ways to combine your 
sales skills and pricing expertise to grow 
sales and maintain your profit expecta-
tions (GMR) at the same time. For ex-

ample, if you have to take a $25,000 or-
der at 20% in order to win the business, 
work to offset that drop in GMR by find-
ing $25,000 of business at 30%. It may 
take a few smaller orders to add up to the 
$25,000 to get the offset at higher GMR, 
but those opportunities are out there. 
Find those deals and in the end, you’ll 
keep your traditional profit rate because 
you used your sales skills in combination 
with your pricing skills to win orders and 
maintain your profit needs. 

In short, remember the value of all of the 
lower GMR orders you take and find ways 
to have equal and offsetting amounts of 
higher GMR orders to maintain your aver-

age. If you cannot achieve that end result, 
your customers might have out sold you. 
Better yet, grow your GMR on the offset-
ting orders and actually move your overall 
GMR up! If you have a budget of any kind 
and you understand the examples above 
and how to combat them, you have a sol-
id foundation for success. 

Finally, you have probably noticed that 
the math from this article’s title “If You Cut 
Your Price, You Must Sell It Twice” is not 
entirely true, but if you remember the title 
when you are working your deals, you will 
be more successful than if you simply low-
er your prices to buy business. v

Figure 2 

Initial Sales Initial Cost Initial GM
Initial 
GMR

PRICE CUTTING 
CALCULATOR

1,000,000$  750,000$   250,000$  25% <------- Key Values In Red
 Total  Sales Needed To 

Maintain Initial GM 
 Total Cost of Goods 

Needed 
 Gross Margin New GMR Sales Increase 

Needed To Break 
Even GM

Cost of Goods 
Sold Increase To 
Break Even GM

1,020,408$                      770,408$                       250,000$                    24.5% 2.04% 2.72%
1,041,667$                      791,667$                       250,000$                    24.0% 4.17% 5.56%
1,063,830$                      813,830$                       250,000$                    23.5% 6.38% 8.51%
1,086,957$                      836,957$                       250,000$                    23.0% 8.70% 11.59%
1,111,111$                      861,111$                       250,000$                    22.5% 11.11% 14.81%
1,136,364$                      886,364$                       250,000$                    22.0% 13.64% 18.18%
1,162,791$                      912,791$                       250,000$                    21.5% 16.28% 21.71%
1,190,476$                      940,476$                       250,000$                    21.0% 19.05% 25.40%
1,219,512$                      969,512$                       250,000$                    20.5% 21.95% 29.27%
1,250,000$                      1,000,000$                   250,000$                    20.0% 25.00% 33.33%
1,282,051$                      1,032,051$                   250,000$                    19.5% 28.21% 37.61%
1,315,789$                      1,065,789$                   250,000$                    19.0% 31.58% 42.11%
1,351,351$                      1,101,351$                   250,000$                    18.5% 35.14% 46.85%
1,388,889$                      1,138,889$                   250,000$                    18.0% 38.89% 51.85%
1,428,571$                      1,178,571$                   250,000$                    17.5% 42.86% 57.14%
1,470,588$                      1,220,588$                   250,000$                    17.0% 47.06% 62.75%
1,515,152$                      1,265,152$                   250,000$                    16.5% 51.52% 68.69%
1,562,500$                      1,312,500$                   250,000$                    16.0% 56.25% 75.00%


