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A recent global pricing survey revealed 

that CEO involvement in pricing leads 

to greater “pricing power” within com-

panies and that those companies with 

higher “pricing power” expect their 

earnings to grow twice as fast in the 

coming years compared with those with 

lower pricing power. In this article, the 

authors explore how these results can be 

applied in manufacturing companies. 
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Manufacturing Pricing Excellence:  
4 Steps To Get There 

More and more 
companies are 
recognizing that price 
is their most powerful 
profit lever, with every 
incremental percentage 
point improvement 
in revenue accruing 
straight to the bottom 
line. 

The potential impact of CEO 
leadership in pricing is strik-
ingly evident in the findings of 
a recent Global Pricing Survey. 

The results show that CEO involvement 
in pricing leads to greater “pricing pow-
er” within companies and that those 
companies with higher “pricing power” 
expect their earnings to grow twice as 
fast in the coming years compared with 
those with lower pricing power. 

As the complexity of managing price sys-
tems within an organization grows, there 
is an increasing need for manufacturers 
to maintain a dedicated pricing function. 
Selling an increasing number of products 
to a greater number of markets and cus-
tomers requires much greater oversight of 

the revenue line than ever before. With-
out this, stark anomalies in pricing can 
arise, with niche products achieving low-
er margins relative to the overall portfo-
lio and like-for-like customers achieving 
wildly contrasting pricing outcomes.  

More and more companies are recog-
nizing that price is their most power-
ful profit lever, with every incremental 
percentage point improvement in rev-
enue accruing straight to the bottom 
line. Though these two main study find-
ings imply a firm rationale for CEOs to 
get more involved in pricing, it is not 
enough for leaders to simply pay lip ser-
vice to price. They must achieve align-
ment within their organizations and 
drive accountability to ensure that this 
profit potential is actually delivered.

Direct CEO involvement 
sustains greater “pricing 
power”
The Global Pricing Study – polling over 
2,700 business leaders from 50 coun-
tries – reveals that companies where 
CEOs are involved in pricing are 15 per 
cent more likely to have higher “pricing 
power” compared with those whose lead-
ership was not involved, with “pricing 
power” defined as the ability for compa-
nies to charge the price they deserve for 
the value they create for their customers. 

The impact on corporate earnings for 
companies who possess “pricing power” 
is dramatic. Manufacturing companies 
with high “pricing power” are expected 
to grow profits more than twice as fast as 
those with lower “pricing power” in the 
next three years – 3.3 per cent annually 
instead of 1.4 per cent.

Ambitious CEOs will take this as a clear 
sign that increasing their involvement 
and making pricing a key strategic pil-
lar can positively impact shareholder 
returns.

Clear need for a dedicated 
pricing function 
With the increasing complexity that 
manufacturing companies face, from 
managing volatile input prices, to co-
ordinating price changes across multiple 
markets, the importance of a dedicated 
pricing function is increasing. Reflecting 
this, seven in ten manufacturing compa-
nies now have such a function, or plan 
to have one in the near future. The per-
ceived need for greater central control 
over pricing is also on the rise, with al-
most four in ten companies expecting to 
see greater centralization in the future. 

A dedicated pricing function provides 
the oversight required for easy interac-
tion and reporting for commercial man-
agement. Moreover, it has the potential 
to syndicate commercial skills and to 
ensure a greater degree of consistency 
throughout a global organization. Manu-

facturing companies with a dedicated 
pricing function are 31% more likely to 
have higher “pricing power.” They are 
also 31% more likely to have introduced 
a successful price increase last year, with 
12% more of this increase passed on to 
customers compared to those companies 
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Figure 1: Benefits of a pricing function (Source: Simon-Kucher & Partners)

without a dedicated pricing function.

Practice makes perfect  
on price 
Companies ought to get accustomed to 
raising prices periodically, otherwise they 
risk seeing their margins steadily eroded 
over time. Achieving this successfully re-
quires leadership from top management 
and also a degree of practice. Customers 
who are used to receiving regular price 
increases are often less resistant to them.

Manufacturing companies have a larger 
degree of “pricing power” when com-
pared to other industries though wor-
ryingly, results from the survey showed 
that four in ten manufacturing compa-
nies are not even planning to execute 
price rises to track the rate of general 
price growth, eroding prices in real 
terms.

Furthermore, on average, manufactur-
ing companies successfully achieved just 
50% of their targeted price rise from the 
previous year. This serves to highlight 
that even where the intent to raise prices 

is present, the capabilities to successfully 
execute a price rise are still somewhat 
patchy.

Thus, while the profit potential from bet-
ter pricing and the rationale for greater 
CEO involvement is compelling, with-
out a credible plan for implementing and 
executing price increases, potential profit 
opportunities will be foregone.

Realising the  
profit opportunity 
At the highest level two of a CEOs pri-
mary tasks are to align the organization 
around the importance of price and to 
sustain a profit culture – a task not to 
be underestimated, with so many poten-
tially conflicting interests present. The 
means for achieving these goals can lie in 
taking a structured approach to pricing.

At a practical level, a pricing framework 
sets out all of the key elements that man-
ufacturing companies should pursue in 
order to become “pricing champions.” 
The framework suggested in this article, 
for example, identifies four steps, from 

developing the strategy, to setting prices, 
to successfully achieving the right prices 
with the right customers to monitoring 
outcomes and ensuring compliance. 

Step 1 – Price Strategy: Set the direc-
tion  

Defining a strategy is the cornerstone of 
any concerted attempt to optimise pric-
ing outcomes. In addition to providing a 
statement of intent, the process of agree-
ing upon an approach to market is a 
valuable step in building a profit culture 
and harmonising many, often conflicting 
views within an organisation. 

A good strategy should synthesize an un-
derstanding of customer needs and com-
petitor positioning as well as consider 
the corporate strengths which companies 
must exploit to the best of their abilities 
in order to succeed.

The CEO is pivotal in this process as 
marketing objectives need to be entire-
ly consistent with the overall corporate 
goals. For example, an intended focus on 
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Companies with a dedicated pricing function or role are more likely to have “high pricing 
power,” deliver successful price increase and have more optimistic profit expectations 
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Figure 2: “Pricing Power” by industry (Source: Simon-Kucher & Partners)

margin will not be realized if those on 
the ground believe they are chasing vol-
ume and market share objectives. 

Step 2 – Price Setting: Fine tuning 
prices 

Companies are most successful in 
achieving pricing improvements when 
they are explicitly setting targets for dif-
ferent products and customer types con-
sistent with their defined strategy.

These pricing targets should correspond 
closely to the value created for the cus-
tomer by the product, rather than being 
oriented towards the costs of production. 
If companies can understand the benefits 
their offer delivers to their customers, 
then they are well positioned to be able 
to charge the prices commensurate with 
the value their product creates. 

The pricing targets agreed upon can ref-
erence both strategic and tactical consid-
erations – for example a desire to grow 
share and increase penetration in one 
product and to skim margin in another. 
Ultimately, whether these targets are 
achieved comes down to how success-
fully companies execute their outlined 
strategies; however, unless there is a clear 
understanding of what to aim for, one 

cannot understand what “success” re-
sembles. 

Step 3 – Price Implementation: Em-
powering salespeople to execute 

Unless the intended pricing outcomes 
can be achieved in practice, having a 
pricing strategy and pricing targets be-
comes academic. To execute effectively, 
CEOs need to ensure that they have 
clear guidance in place, appropriate value 
selling capabilities and sales incentives 
which correctly align the interests of in-
dividual salespeople and the company.

Most manufacturing commercial deals 
revolve around bilateral negotiations, 
with salespeople given a degree of lati-
tude to be able to secure an agreement, 
but in order to achieve outcomes in line 
with targets they set, companies need to 
provide clear guidance on what is accept-
able. 

Some ambiguity is inevitable and a fully 
prescriptive approach will not work. For 
instance, the same price offered to one 
customer may be reasonably considered 
far too low for another. A common trap 
is offering all customers the prices grant-
ed to the largest customer, despite differ-
ences in size and importance. The use of 

peer benchmarking – viewing different 
salespeople’s’ outcomes against one an-
other – can be a highly effective tool to 
address this behaviour. 

If companies are to capture the value 
they deserve, their salespeople have to 
be able to successfully communicate the 
benefits that their product delivers to 
customers. In the absence of this value 
argumentation, sales interactions tend to 
descend into a debate about the lowest 
price. CEOs need to ensure that existing 
capabilities are properly diagnosed and 
where appropriate ensure that skills are 
raised or alternative talent is recruited.

Finally, companies need to be careful 
when considering incentives for sales-
people, as poorly designed incentives can 
lead to suboptimal outcomes. It is im-
portant to ensure that sales targets which 
reference revenue do not inadvertently 
damage earnings. 

Subtle differences in incentive structure 
can have a big impact upon behaviours. 
The difference between setting an abso-
lute monetary margin target and a per-
centage target may seem trivial; however 
the two can generate conflicting out-
comes.Figure 2 - Pricing Power by Industry 

* Pricing power on a scale from 1-5 where 1: low pricing power and 5: high pricing power. Displayed are all answers of scale values 4 and 5. 
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CEOs need to be in a 
position to track the pricing 
outcomes secured by their 
commercial team and should 
demand the tools which give 
them the appropriate insight. 

Step 4 – Price Controlling: Raising ac-
countability and tracking progress

The final essential element for engraining 
pricing excellence into a manufacturing 
business is establishing a means for price 
controlling. This involves creating and 
maintaining the necessary transparency 
to hold sales teams to account and to 
steer policy. Here the benefits of a dedi-
cated pricing organization become very 
quickly apparent, with the pricing 
function able to act as an interme-
diary between sales, marketing and 
management teams, informing and 
guiding decision making. 

CEOs need to be in a position to 
track the pricing outcomes secured 
by their commercial team and should 
demand the tools which give them 
the appropriate insight. Having a 
more detailed understanding not only 
promotes greater accountability, but 
also enhances the ability to make supe-
rior decisions in an evolving market. 

Executives need to be able to hold their 

sales teams to account and it is impor-
tant that they can track their pricing 
outcomes back to bottom line improve-
ments. This requirement is frequently 
addressed via commercial dashboards 
and scorecards. However, detailed dis-
aggregation is paramount to achieving a 
real understanding of outcomes: averages 
have a tendency to mask performance.

Pricing is, by its nature dynamic and 

greater real time information allows the 
more agile companies to react better to a 
changing marketplace. Furthermore, uti-
lizing data on wins and losses can help 

steer prices iteratively.

Ultimately, addressing each of these fac-
ets of pricing policy is essential if leaders 
are to professionalize their pricing and 
thereby boost commercial performance 

Raising the profit bar higher 
Forward-looking companies invest time 
and resources in developing their pric-
ing organization on an on-going basis 

and noticeably reap the rewards in 
terms of increased profitability. Pric-
ing initiatives can yield a realistic 
improvement in Return on Sales 
(ROS) of between one and three 
percentage points. 

The path to pricing excellence is a 
journey. It is unrealistic for compa-
nies who haven’t focused on pricing 
to expect to become “pricing cham-
pions” overnight. However, by ap-
plying a structured approach they 

can achieve, continuous, tangible year-
on-year improvements can be realized.

 
 
Step 1 – Price Strategy: Set the direction  
 
Defining a strategy is the cornerstone of any concerted attempt to optimise pricing outcomes. In 
addition to providing a statement of intent, the process of agreeing upon an approach to market is a 
valuable step in building a profit culture and harmonising many, often conflicting views within an 
organisation.  
 
A good strategy should synthesize an understanding of customer needs and competitor positioning 
as well as consider the corporate strengths which companies must exploit to the best of their 
abilities in order to succeed. 
 
The CEO is pivotal in this process as marketing objectives need to be entirely consistent with the 
overall corporate goals. For example, an intended focus on margin will not be realized if those on the 
ground believe they are chasing volume and market share objectives.  
 
 
Step 2 – Price Setting: Fine tuning prices  
 
Companies are most successful in achieving pricing improvements when they are explicitly set 
targets for different products and customer types consistent with their defined strategy. 
 
These pricing targets should correspond closely to the value created for the customer by the 
product, rather than being oriented towards the costs of production. If companies can understand 
the benefits their offer delivers to their customers, then they are well positioned to be able to 
charge the prices commensurate with the value their product creates.  
 
The pricing targets agreed upon can reference both strategic and tactical considerations – for 
example a desire to grow share and increase penetration in one product and to skim margin in 
another. Ultimately, whether these targets are achieved comes down to how successfully companies 
execute their outlined strategies; however, unless there is a clear understanding of what to aim for, 
one cannot understand what “success” resembles.  
 
 
Step 3 – Price Implementation: Empowering salespeople to execute  
 
Unless the intended pricing outcomes can be achieved in practice, having a pricing strategy and 
pricing targets becomes academic. To execute effectively, CEOs need to ensure that they have clear 
guidance in place, appropriate value selling capabilities and sales incentives which correctly align the 
interests of individual salespeople and the company. 
 
Most manufacturing commercial deals revolve around bilateral negotiations, with salespeople given 
a degree of latitude to be able to secure an agreement, but in order to achieve outcomes in line with 
targets they set, companies need to provide clear guidance on what is acceptable.  
 

Figure 3: The Simon-Kucher & Partners Pricing Excellence Framework
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