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Negative price outliers can pull down your overall price performance dramatically. The good 
news is that with a straightforward approach, these negative outliers can be repaired. Even bet-
ter news: outlier repair will have a fast and significant impact on your company’s bottom-line. 
In this article, the authors present a straightforward approach for identifying and improving 
the worst price agreements in your client portfolio. Joris Smits (joris.smitts@simon-kucher.com) 
is Senior Consultant at Simon-Kucher & Partners in Amsterdam. He specializes in strategy and 
commercial & pricing excellence. Juriaan Deumer (juriaan.deumer@simon-kucher.com) is Senior 
Director at Simon-Kucher & Partners in Amsterdam and has extensive experience in commercial 
strategy and revenue model innovation, pricing & discount optimization, sales force effectiveness 
and change management. 

Outlier Repair: The Quickest Win 
in B2B Pricing

I
n the B2B context, too often companies struggle with long-es-
tablished pricing policies that are unstructured, not transparent 
for customers, and unclear for the company itself. Customer 
discount rules and “special customer exceptions” have piled 

up year after year, making it nearly impossible to evaluate price 
performance objectively across customers. Such a homemade 
pricing jungle, in combination with a typical unhealthy obsession 
for market share, is the perfect setting for poor price agreements 
to arise. These poor price agreements tend to be persistent in 
ruining your company’s overall price performance, causing your 
bottom-line to suffer.

There are several key questions that need to be answered in order 
to start improving effectively: “Where in our customer portfolio 
are we satisfied with price performance?”, and more importantly, 
“Where is there significant room for improvement?” Often, due 
to a lack of clear pricing conditions and comparability of clients, 
many attempts to answer these questions will result in endless 
discussions between the commercial and finance departments.

However, with a straightforward, two-phased approach these 
never-ending discussions can be sent to the past. The approach 
provides you with the right equipment for identifying negative 
price outliers in an objective manner, so that the effort can go 
towards repairing. The method provides a short cut for improving 
your company’s pricing strategy without the need to ignite large 
scale pricing programs. However, in most cases the valuable 
quick wins that are obtained taste like more, making outlier repair a 
great first step in more long-term initiatives for price optimization.

Phase 1: Create the foundation  
for a clear price structure 
At first, a foundation of clear pricing conditions has to be defined. 
Disregarding the rules or conditions that have historically grown, 
it is crucial to align on a new set of pricing conditions that can 
be generally applied to all new and existing customers. A crucial 
success factor is that the defining process involves representa-
tive delegations of your commercial and finance departments. 

Ideally, the set of pricing conditions consists of both customer 

specific and deal specific conditions. Straightforward examples 
of customer specific conditions are customer size, share of wal-
let, strategic importance of the customer etc. Volume (of a deal 
or contract), customer switching costs or more internally driven 
conditions such as capacity utilization and inventory levels are 
examples of deal specific conditions. To ensure the overall pro-
cess is targeted and effective, it is advisable to limit conditions 
to five to six in total. In some cases, it can be necessary to de-
velop a weighting plan to incorporate possible differences in the 
importance of the price conditions.

The conditions, and the metrics behind them, have to be formu-
lated in such a way that they are clear and unambiguous. The 
advantage of setting clear pricing rules is that it improves the 
sales team’s ability to steer future customer behavior (for example, 
using price conditions to reward customers for ordering more at 
once and paying on time). When the repairing process starts, 
the new price conditions will support the sales force in guiding 
customers toward an improved “pay for performance” situation.

Once the newly defined set of conditions is in place, deals and 
customers can be evaluated according to these new conditions. 
This leads us to the next key question: “How does every cus-
tomer perform on the newly defined set of price conditions?” 
Typically, more commercial oriented departments are involved 
in the process. 

The interesting part of the process is that commercial functions 
will be evaluating the client portfolio in a different and more struc-
tured way than that they are used to. It is an interesting process 
for the commercial functions to structurally discuss questions 
like: “How strategically important is this client really to us?”, or, 
“What is a realistic estimate of the growth potential of this cli-
ent?” Outcome of these discussions will later in the process ap-
prove (or disapprove) certain price levels in the client portfolio.

Phase 2: Identify and “repair”  
the worst price agreements
In phase 2, extensive preparation starts to generate exciting 
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opportunities. Based on the clas-
sification process from phase 1, 
an objectified relative importance 
score for each customer and/or 
deal can be compared with the net 
price. The comparison results in an 
objective classification of outliers 
as illustrated in Figure 1.

By making the comparison with net 
price, in most cases a trend line 
will appear. The more important 
a customer or deal is, the more a 
competitive price can be justified. 

To recap phase 1: more important 
means for example a larger, stra-
tegically more important customer 
with larger order sizes etc. The 
stronger the trend line (with the 
dots falling closer together), the 
more logical your company’s cur-
rent pricing policy already is.

Irrespective of the strength of the trend line, attention needs to 
focus on the negative outliers (far) beneath the line, which are 
now visible and without discussion identified as unexplainably on 
the low end. The real power of this approach lies in that all price 
agreements can be easily compared alongside each other and 
there can be no more excuses for the lowest performers. There-
fore, there is no other option for the sales force but to improve 
prices or increase client performance.

Where and how to start repairing? 

There is a good chance that in many cases, clients already know 
that they have a superior deal at your company, only now you 
know it for sure as well. 

The information you have gained will help the sales force when 
negotiating price increases. There are numerous strategies and 
methods for repairing outliers. We will discuss three of them 
here in brief:

1. Make prices more conditional
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Figure 1: Outlier classification: Net price vs. importance of customer & deal
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In some cases, the price levels can remain where they are, pro-
vided that the customer’s counter-performance can be raised 
instead. For example: the customer is told that if they wish to 
retain their current price levels, they must increase their volume 
with the company, such as upgrading you as a supplier by giving 
you a larger share of their wallet. This is “pay for performance” at 
its finest. Increasing conditionality can be part of a key account 
approach: create detailed insight in potential financial benefits 
per client and develop a structured action plan to reach the de-
sired performance levels.

2. Improve value selling capabilities

As a rule, the more negotiations focus on value, the better the 
price will be. However, all too often, negotiations revolve solely 
round price. We recommend instead focusing on improving value 
selling capabilities. An effective way to achieve this is to develop 
a value selling playbook to provide the sales force with valuable 
ammunition (see Figure 2).

3. Take the revenue management perspective

Particularly in industries with fixed capacity (e.g. manufacturing, 
transportation or lodging), another key question your commer-
cial function needs to answer is: “At what price are we willing to 
lose a customer when we know we can get a better price else-
where?” In this situation, it is easier to employ a “take it or leave 
it” strategy. In some cases, customers will decide to take the offer, 
while at other cases, it can be better to replace the client entirely.

Outlier repair creates lasting results. The most valuable gain from 
the approach is that it lays the foundations for a sound B2B pric-
ing strategy in a fairly simple and pragmatic way. From now on, 

you have the foundation in place when pricing for both existing 
and new customers. 

The prices you set will draw closer and closer to the trend line 
and the chances of new poor price agreements being made will 
be reduced. In our daily practice, we have seen our customers’ 
bottom-lines improve by several percentage points – simply by 
committing fully to the outlier repair strategy. 

Finished repairing? 
As mentioned earlier, the realized quick wins can taste like more. 
Start thinking about the next steps your company can take for 
improving its pricing power, such as implementing value-based 
list prices, price setting and monitoring tools, overall price in-
crease campaigns or strategic price/value repositioning. As 
always when addressing the topic of pricing, it will propel your 
bottom-line instantly.

The most valuable gain from the ap-
proach is that it lays the foundations 
for a sound B2B pricing strategy in a 
fairly simple and pragmatic way.


