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A Pricer’s Guide to 
Navigating Tariffs 

The topic of tariffs has recently gained momentum 
throughout the pricing space, and specifically in indus-
trial and manufacturing markets. To help pricing pro-
fessionals grapple with some of the complexities of tar-
iffs, and view them as an opportunity to evaluate cost 
structure and explore opportunities to tighten up pric-
ing processes, in this article, the author has outlined 
a 3-Step Process to help guide price adjustment deci-
sions and strategy. Author Paul Hunt is the president of 
Pricing Solutions and a frequent PPS presenter, instruc-
tor, and contributor. He can be reached at phunt@pric-
ingsolutions.com.
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T
ariffs are a hot topic in indus-
trial markets. Companies are 
trying to manage the 25% tar-
iffs on steel and 10% tariffs 

on aluminum, going into effect later 
this year, while product exceptions are 
still being determined. Many organiza-
tions are looking to finance and pric-
ing teams to help assess the situation, 
alleviate internal uncertainty and pro-
vide realistic options to maintain prof-
itability. To help pricing professionals 
grapple with some of the complexities 
of tariffs we’ve listed a 3-Step Process 
to help guide your price adjustment 
decisions and strategy.

Step 1: Understand the  
Impact of Tariffs

Successful manufacturers con-
stantly manage their capacity and 
production mix to optimize operation-
al efficiencies and profit at the port-
folio level. However, as tariffs dispro-
portionally impact different products, 
it becomes critical to have a more 

granular view of how changes in cost 
impact overall profitability. A classic 
tool in the pricing toolkit is the price 
waterfall analysis. Visualizing the im-
pact of tariffs on your waterfall could 
help guide decisions related to price 
changes and production allocation.

Figure 1 is an example of a price 
waterfall that looks at the portfolio im-
pacted by tariffs and the portfolio that 
is not impacted by tariffs. In our ex-
ample, we measured ‘actual cash re-
ceived’ or pocket price vs. list price to 
understand the effect of tariffs. On the 
waterfall charts, we can see a pock-
et price of 33% on the portfolio that 
was not impacted by tariffs vs. 28% 
on the portfolio that was impacted 
by tariffs. We can also visualize the 
various levers that could be pulled to 
mitigate the impact of tariffs. We can’t 
stress enough the importance of hav-
ing clear visibility into all the options at 
your disposal to make informed busi-
ness decisions.
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Step 2: Measure the  
Impact of Cost Changes

When costs are changing it is impor-
tant to understand how they impact prof-
itability. A great tool in your arsenal is the 
financial breakeven analysis. The financial 

breakeven analysis allows you to model 
what could happen to volume, price, and 
margin as your cost structure changes. In 
the scenarios below we illustrate how cost 
and price changes could be analyzed to 
mitigate the impact of tariffs.

Scenario 1: Maintaining Profitability 
Through Increased Sales  
Using breakeven analysis, we can see that 
a tariff that increases your variable costs 
by 7.5% would require a 10% increase in 

Ø CONTINUED, next page Ø

Figure 1: Price Waterfalls

 

Step 2: Measure the Impact of Cost Changes 

When costs are changing it is important to understand how they impact profitability. A great tool in your 
arsenal is the financial breakeven analysis. The financial breakeven analysis allows you to model what 
could happen to volume, price, and margin as your cost structure changes. Below we illustrate how 
cost and price changes could be analyzed to mitigate the impact of tariffs. 

• Scenario 1: Maintaining Profitability Through Increased Sales   

Using breakeven analysis, we can see that a tariff that increases your variable costs by 7.5% would 
require a 10% increase in sales volume to maintain current levels of profitability based on the margin 
structure of the business. 

• Scenario 2: Maintaining Profitability Through Price Adjustment 

The breakeven analysis also shows us that if volumes are expected to remain flat then the cost of the 
tariff would need to be passed onto your customers through a 4% price increase to maintain current 
levels of profitability. 

 

Step 3: Select the Optimal Option for Mitigating the Impact of Tariffs 

Knowing how to structure and execute price increases requires a targeted approach with a well-planned 
communication strategy to ensure success. When it comes to tariffs you will likely have several ways to 
pass along the price increase. Possible options include: 

1. Develop Tariff Surcharges – surcharges are flexible and a can be a powerful tool for executing 
temporary price adjustments. 

2. Tighten Discount Policy – establish new or enforce existing pricing guardrails to limit 
discounting, especially on products that are directly impacted by tariffs. 

3. Adjust List Price – although more of a permanent fix, list price adjustment sends a signal to your 
customers and the market that you are confident of your value proposition and intend to 
protect the integrity of the business. 

Once you select the best approach for your business it is time to get your sales team on board and 
fully trained on how to communicate and execute your tariff strategy. 

Instead of looking at tariffs as a burden to the business we encourage you to view it as an opportunity to 
evaluate your cost structure and explore opportunities to tighten up your pricing process. Changes in 
market dynamics also allow you to connect with customers and reinforce the value you deliver. Making 
price adjustments are never easy but with internal commitment and organizational alignment, your 
company will continue to succeed through these uncertain times. 

Figure 2 
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Pricing Transformation: 

Decision Making Required, 

Software Optional

Pricing transformations are a big topic in the business 

world, but many companies do not understand how to 

bring such a transformation into fruition. In this article, 

the author explores the key cultural and organization-

al changes required to implement meaningful pricing 

change. Tim J. Smith, PhD is the founder and CEO of 

Wiglaf Pricing, adjunct professor at DePaul Universi-

ty, and Academic Advisor for the Certified Pricing Pro-

fessional designation. His most recent book is Pricing 

Done Right:  The Pricing Framework Proven Success-

ful by the World’s Most Profitable Companies (Bloom-

berg Financial, 2016). He can be reached at tsmith@

wiglafpricing.com.
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P
ricing transformations are a 

hot topic. People have been 

preaching to CEOs, CFOs, 

CMOs, and CCOs for years 

that a 1% improvement in price can 

lead to 8 to 13% improvement in prof-

its. Even better, experience has shown 

that 1% improvement is a low-estimate 

of the expected outcome of a pricing 

transformation. Pricing transforma-

tion efforts routinely deliver two ad-

ditional margin points, and have been 

observed to deliver an additional 9% 

to margins. But where is the origin of 

these improvements, and how do com-

panies get this improvement?

Pricing Transformation is a Trans-

formation in Decision Making

At its core, pricing transformations 

is about transforming how organiza-

tions make decisions regarding pric-

ing. It is a transformation of the pro-

cesses used in pricing, the people 

engaged in pricing decisions, the in-

formation applied to pricing decisions, 

and the goals of those pricing deci-

sions. It is an organizational structur-

al change to align with the corporate 

strategy and goals.

A wide variety of coordinated profit-

focused decisions are required to drive 

a strong pricing transformation. These 

profit-oriented decisions will coordi-

nate list prices, target prices, commer-

cial policy, tactical price management, 

and sales-incentives towards more ac-

curate pricing.
It isn’t a single decision nor single 

process that delivers the improve-

ment, but rather the coordinated ef-

fort across many decision points, pro-

cesses, and routines to ensure pricing 
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sales volume to maintain current levels of 
profitability based on the margin structure 
of the business.
Scenario 2: Maintaining Profitability 
Through Price Adjustment
The breakeven analysis also shows us 
that if volumes are expected to remain flat 
then the cost of the tariff would need to 
be passed onto your customers through 
a 4% price increase to maintain current 
levels of profitability.

Step 3: Select the Optimal Option for 
Mitigating the Impact of Tariffs

Knowing how to structure and execute 
price increases requires a targeted ap-
proach with a well-planned communica-
tion strategy to ensure success. When it 
comes to tariffs you will likely have sever-
al ways to pass along the price increase. 
Possible options include:

1. Develop Tariff Surcharges – sur-
charges are flexible and a can be a 
powerful tool for executing tempo-

rary price adjustments.
2. Tighten Discount Policy – estab-

lish new or enforce existing pricing 
guardrails to limit discounting, es-
pecially on products that are direct-
ly impacted by tariffs.

3. Adjust List Price – although more 
of a permanent fix, list price adjust-

ment sends a signal to your cus-
tomers and the market that you are 
confident of your value proposition 
and intend to protect the integrity 
of the business.

Once you select the best approach 
for your business it is time to get your 
sales team on board and fully trained 

on how to communicate and execute 
your tariff strategy.

Instead of looking at tariffs as a bur-
den to the business we encourage you 
to view them as an opportunity to evalu-
ate your cost structure and explore op-
portunities to tighten up your pricing 
process. Changes in market dynamics 

also allow you to connect with custom-
ers and reinforce the value you deliver. 
Making price adjustments are never easy 
but with internal commitment and orga-
nizational alignment, your company will 
continue to succeed through these un-
certain times. v

Knowing how to structure and execute price increases requires a 
targeted approach with a well-planned communication strategy 
to ensure success.
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Pricing is a People Game: Why Data 
Alone Will Not Help Us Boost Profits 

As pricers, we are analytics people and get very excited about 
the data that we collect and analyze, only to be frustrated 
when the rest of our organization doesn’t understand our en-
thusiasm for our data analytics and resulting pricing strate-
gies. How do we take our insights and convert them into ini-
tiatives that our whole organization will support? Max Bonn is 
a specialist for Pricing and Profit Optimization with more than 
6 years of experience in his field. He is particularly focused 
on how to change commercial frontline behavior to create 
business impact. He can be reached at mbon@implement.dk.

Max Bonn

T
here is no doubt that data and an-
alytics are every bit as vital to pric-
ing as music is to a good party. 
However, I think all of us have been 

to parties where – no matter how good the 
music – people just did not start dancing. 
We argue that pricing – exactly as an in-
vitation to dance – is about the right data 
and the right conversations.

The ability to analyze numbers is one of 
our most substantial tools in price manage-
ment, and it is not our intent to challenge 
that. However, we want to raise the ques-
tion: How can we turn our insights from 
data into effective action and achieve sus-
tainable behavioral change? How can we 
make the commercial players in our organi-
zation behave in the pricers’ best interest?

Face the ugly truth: Most people 
don’t get very excited by numbers

I have a good friend named Alex who, 
like me, is very much into numbers and 
very much into football. In fact, he is a pas-
sionate professional football coach. Alex 
recently learned about a rather new dis-
cipline called people analytics and how 
professional sports teams are using this 
data-driven approach to improve their per-
formance.

Excited by the idea of combining both 
of his passions, he went to conferenc-
es, read loads of books and learned what 
there was to learn about analyzing player 
data. He started collecting data and built 
a player database. Slicing and dicing the 
data, he was able to identify several things 
that he was convinced could be improved 
and would have a positive impact on the 

team’s success. Energized by his findings, 
he went back, showed his analysis in de-
tail to the team and told them which ca-
pabilities they needed to work on to be-
come more successful. How do you think 
the team reacted?

Not only didn’t they understand what 
he was saying, but they started question-
ing his abilities to coach a football team. In 
fact, he was threatened by the club man-

agement to lose his position. But Alex was 
confident that his insights would bene-
fit the team, and luckily, he was stubborn 
enough to give it another try - only this 
time by pursuing a different approach. 
When he changed the conversations that 
he had with his players, the situation be-
gan to improve. As an example, he started 
to talk to the strikers about the importance 
for them to score more goals and how be-
coming faster on the first 10 meters could 
help them to succeed. If you are wonder-
ing what this has to do with pricing, you 
should read on.

If we keep nurturing our role as 
“number nerds” we will not succeed in 
engaging the commercial organization

Many business leaders find themselves 
in a similar situation as Alex. Research 
shows that only 33% of all change proj-
ects deliver the impact intended, and the 
main reason for that is employee resis-

Ø CONTINUED, next page Ø

Figure 1
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tance to change. From our many years of 
experience with commercial transforma-
tion projects, we know that this is partic-
ularly true for pricing initiatives.

As pricing professionals, we are often 
very analytically driven characters, and we 
tend to forget that we are quite different 
from most of our commercial colleagues. If 
we in pricing are the football coaches, then 
the team on the pitch is most probably the 
sales organization. Clearly, we share the 
objectives of value capturing, selling and 
boosting revenue and profit with the rest 
of the commercial organization. 

However, the way we think – and there-
fore the way we talk about value creation 
and profits – is substantially different. As 
a result, we end up speaking completely 
different languages. A pricing director of 
a global industrial company recently con-
cluded: “… we are in a war with sales – 
they just hate us.”

Although this is an extreme case, it is 
yet another good example to illustrate the 
tensions and conflicts we find in most 
commercial organizations. Most of these 
conflicts are rooted in little more than mis-
understandings based on different ways of 
talking about the same objectives. Com-
mercial organizations can release a huge 
untapped potential by resolving these 
conflicts.

Just as the striker in Alex’s football 
team, our sales people don’t care about 
our fancy analytics and pricing KPIs to 
improve. And yet they are the ones to 
act in our interest when “the ball hits the 
grass” or in this case “the price hits the 

customer.” We can only translate our in-
sights and tailor our message towards 
them if we understand what drives the 
behavior of the different roles in our com-
mercial organization.

Conversations are the key to convey-
ing our message – so we need to de-
sign them for our purpose

Thinking about how we can spread our 
new and perfectly tailored message to in-
fuse a new way of thinking around pricing 
in our organization, we come to face the 
next challenge: How can we reach our tar-
get audience? Send out a slide deck? Set 
up a training program?

There is power in conversations be-
tween commercial leaders and front-line 
people. Therefore, we are convinced that 
we can drive new behaviors in the com-
mercial front line through more focused, 
frequent and ambitious leadership inter-
actions. Knowing that these conversations 
will not happen by accident, we need to 
design them for our purpose. “Designing a 
conversation?” you might ask, “what does 
that mean?”

By designing a conversation, we mean 
to consciously select what topics to dis-
cuss and what tools to use for facilita-
tion to create energy and commitment. It 
seems obvious that 
we must define clear 
objectives that are 
aligned with the be-
havioral change we 
want to foster – and 
yet this is too often 
forgotten. If we use 
real-life examples 
from the front line to 
enforce the “why” of 
your counterpart, it 
helps them to make the connection to their 
personal pains and gains.

Few but carefully selected support-
ing tools can have an enormous impact 
on how effective the conversation is go-
ing to be. One ingredient is the right set-
up of the room and tailored visual boards 
that are designed for the target group and 
help to facilitate the conversation by show-
ing both the things to be done and the im-
pact achieved.

Finally, we need to keep the ball roll-
ing. Change is not a one-time thing. It 
must be nurtured and sustained. Hence, 
we need to define a fixed cadence for the 

interactions and follow up on the agreed 
to-dos to achieve progress.

We constantly need to remind ourselves 
of one thing. When we put all the com-
ponents of a great commercial conversa-
tion around pricing together, keep it sim-
ple! Avoid falling back into patterns of our 
analytical mind. Make sure to install a san-
ity check for this before taking off.

Just like Alex, we need to get the peo-
ple hooked on what is important for them. 
Being able to communicate how we can 
help them to reach their goals is the ul-
timate key to successfully implementing 
commercial change initiatives. 

As pricing is a discipline that is often 
misunderstood, it is even more important 
and essential for success in this field. 
When we help people with their pricing, 
we leverage the latest advances in data 
science to find the right numbers, but first 
and foremost, we install the right conver-
sations. v

Figure 2

Figure 3

There is power in conversations between 
commercial leaders and front-line people. 
Therefore, we are convinced that we can drive 
new behaviors in the commercial front line 
through more focused, frequent and ambitious 
leadership interactions.
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Dynamic Pricing: Next Maturity Phase 
has Started, How to Avoid Pitfalls? 

by Onno Oldeman  
and Frank Kroeze

Dynamic pricing has been growing 
significantly in recent years, notably in 
the travel and online retail industries. 
Would this pricing strategy benefit your 
company’s products? In this article, the 
authors review common mistakes to 
avoid when moving to dynamic pricing 
and best practices for implementing dy-
namic pricing within your organization. 
Onno Oldeman (onno.oldeman@simon-kucher.com) is a Member of the Board of 
Simon-Kucher & Partners and he is the Managing Partner of the Amsterdam office. 
Frank Kroeze (frank.kroeze@simon-kucher.com) is a Consultant at the Amsterdam of-
fice of Simon-Kucher & Partners and expert in pricing and portfolio optimization.

O
ver the last decade, companies 
in the travel industry have slow-
ly introduced dynamic pricing 
(price differentiation based on 

constantly updated data). 
In this industry, there are numerous ex-

amples of constantly fluctuating prices, 
e.g. for flights or hotel stays. But there 
is more to come now. Dynamic pricing is 
moving to the next maturity phase. Com-
panies outside the travel industry are start-
ing to adopt dynamic pricing. 

Whereas dynamic pricing is still al-
most nonexistent in the business to busi-
ness environment, firms in business to 
consumer environments, such as retail, 
have started to see that dynamic pricing 
can help to further exploit the willingness 
to pay and to introduce more sophisticat-
ed price differentiation models. Exam-
ples include consumer electronics shop 
MediaMarkt that has installed electron-
ic price tags to constantly change pric-
es depending on competitor behavior, 
gas station chain Tanq4you that bases 
its prices on the actual oil price and the 
weather condition, or a grocery store that 
has introduced dynamic pricing based 
on expiration date. But what should you 
check before introducing dynamic pricing 
in your company? Which pitfalls should 
you avoid?

Run before you can walk
When you are new to the field of dy-

namic pricing, it may be very tempting to 
dream about the immediate introduction of 
a dynamic pricing algorithm with dozens 
of predictive factors, based on for exam-
ple customer (age, gender, average expen-
diture etc.) or situation data (time of day, 
weather conditions, season etc.). 

Experience shows this is not the way 
to go. With regards to dynamic pricing, 
we advise a step-by-step approach. Start 
the dynamic pricing dream with a (relative-
ly) simple price differentiation approach, 
e.g. differentiating prices on weekdays 
and weekend days. Once your customers 
and organization are used to price differ-
entiation and volatile prices, you can slow-
ly expand your dynamic pricing approach, 
e.g. by introducing a predictive algorithm 
or by experimenting with machine learning. 

Let dynamic pricing be a black box
As customer trust is one of the key suc-

cess factors for dynamic pricing, make 
sure that price differences are explainable, 
can be influenced by, for example, ear-
ly booking and are in line with your com-
pany goals. 

Customer trust can be gained by ex-
plaining to customers what determinants 
drive the pricing and by convincing cus-

tomers that this is fair. The airline industry 
has understood this very well. Airlines ex-
plain to customers what drives the pricing, 
e.g. the time of the day (during the week 
a morning flights is more expensive than 
a lunch flight) or the number of seats left 
(higher prices when demand is high). 

However, not all companies have suc-
ceeded in gaining the trust of their cus-
tomers. Think of travel website Orbitz that 
used an algorithm to charge Apple users 
higher prices than Microsoft users or Am-
azon that used the ZIP code as a deter-
minant for the price. The result? A lot of 
negative media coverage, angry and disap-
pointed customers and a sharp decline in 
demand. The lesson? Explain what drives 
your prices and make sure this is consid-
ered fair by customers. 

Only rely on your algorithm without 
any human pricing intervention

Forgetting the human aspect in dynam-
ic pricing is a guarantee for failure. As ap-
pealing as it may sound that the dynamic 
pricing algorithm will determine the price, 
without any human intervention it will not 
work. 

Every company needs a dedicated pric-
ing team to think about and explain the 
reasoning behind the dynamic pricing, to 
link specific events to demand peaks (e.g. 
Champions League final is in Manches-
ter or today is a rainy day) and to monitor 
the algorithm. If there is, for example, no 
monitoring policy in place, the result might 
be the algorithm generating a price of e.g. 
€10.000 euros for the last flight ticket from 
Amsterdam to London. Useless to say that 
this is not a desirable and fair price and 
that this will result in negative media cov-
erage and, more importantly, mistrust from 
customers.

With all this in mind, how will you apply 
dynamic pricing in 2018? Will you base 
your prices on (expected) demand, e.g. by 
asking higher prices for leisure activities 
during the weekend? Or will you use cus-
tomer data to determine the price that per-
fectly exploits willingness to pay of the cus-
tomer? Let us know what your plans are! v

Frank KroezeOnno Oldeman
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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%


