
The Journal of

Professional Pricing

VOLUME 19  NUMBER 1  First Quar ter 2010

The World’s Only Associat ion Dedicated to Pr icing Management

A Professional Pr icing Society Publ icat ion

Understand The 5 Secrets of a Chief Procurement Officer  

for Smarter B-to-B Selling and Pricing

 by Chris Provines

 

Selling Value Based Pricing Strategies:  

Making Pricing Strategy Work

by George E. Cressman, Jr

Predicting Competitors: Game Theory in Pricing

by Mark Chussil

PPS Year End 2009 Survey of Today’s Pricing Professional 

by the Professional Pricing Society





The Wor ld’s Only Associat ion Dedicated to Pr ic ing Management

VOLUME 19  NUMBER 1  First Quar ter 2010

The Journal of Professional Pricing

ADVISORY BOARD
MR. ERIC MITCHELL
Founder and Chairman of the Board
The Professional Pricing Society
MR. JEROLD BERNSTEIN
President
The Price Improvement Team LLC
MS. JANELLE BRECHON
Director of Global Pricing
Eaton Corporation
MR. XAN CHAMBERLAIN
Global Pricing Manager
Hitachi Data Systems
MR. MARTIN COALSON
Asst. VP, Product Development  
& Yield Management
Union Pacific Railroad
MR. JIM GEISMAN
President
Market Share, Inc.
DR. SCOT HORNICK
Vice President
Oliver Wyman
DR. RICHARD LANCIONI
Professor of Marketing
Temple University
MS. LAURA PRESLAN
Industry Director
Microsoft Corporation
MR. CHRISTOPHER PROVINES
Vice President, Global Pricing
Siemens Healthcare
MR. GARY RITZERT
VP, Retail Consulting
AC Nielsen
MS. STACEY SCHAEFFER
Director, Price and Offering Management
SAS Institute, Inc.
MR. MICHAEL SIMONETTO
Principal — Pricing and Profitability 
Management Deloitte Consulting LLP

PUBLISHER & PRESIDENT

KEVIN MITCHELL
PROFESSIONAL PRICING SOCIETY
MARIETTA, GA

PROFESSIONAL PRICING SOCIETY

3535 ROSWELL RD., SUITE 59
MARIETTA, GA 30062
PHONE: 770.509.9933, FAX: 770.509.1963
EMAIL: info@pricingsociety.com
URL:www.pricingsociety.com

ADMINISTRATIVE STAFF
CHRIS BUCKINGHAM, Director of Sponsor 

Relations

HELEN CAUTHEN MITCHELL, CMP, Meeting 
Director

LATONIA DUGGER, Membership Associate

STEPHANIE HUDSON, Meeting Planner

WYNETTA JONES, Membership Associate

FABRICIO LOPEZ, Vice President of Marketing

JULIE R. MARTIN, Certification Program Director

KATRESE PHELPS, Director of Membership

DARNELL SHEPHERD, Project Coordinator

JOAN TERRY, Meeting Planner

REBEKAH WORTMAN, Marketing Publications 
Editor

The Journal of Professional PricingTM is published quarterly by 
Professional Pricing Society; Publisher Kevin Mitchell. All Rights Reserved 
© 2010. Professional Pricing Society accepts no responsibility in connection 
with any liability that might develop as a result of material published; opinions 
expressed are those of the authors and do not necessarily represent the 
publisher. No part of this publication may be reproduced in any form by 
microfilm, xerography, or otherwise, or incorporated into any information 
retrieval system, with-out the written permission of the copyright owner.



GET BACK ON TRACK WITH VENDAVO

 

HIGH TECH       

MANUFACTURING      

CONSUMER GOODS

MILL PRODUCTS    

PROCESS    

SERVICES    

DISTRIBUTION

IMPROVING PROFITS 
ACROSS INDUSTRIES 

U P  A N D  TO  T H E  R I G H T

Leading Provider of Price Management and 
Optimization Solutions for B2B Companies

Vendavo Headquarters 1029 Corporation Way, Palo Alto, CA 94303   |   Phone  877.836.3286   |   Fax  650.962.0645

European Headquarters 3rd Floor 24 Chiswell Street, London EC1Y 4YX, United Kingdom   |   Phone  +44 (0) 208 133 0744  

 Email  info@vendavo.com   |   Web www.vendavo.com





6 The Journal of Professional PricingFirst Quarter 2010

S
ince our founding in 1984, The Professional Pricing Soci-
ety (PPS) has worked to connect its members with leading 
experts and practitioners within the pricing discipline.  We 
do this through various different means:  monthly and 

quarterly publications featuring the latest topics, free webinars 
and white papers that include expert advice, and online training 
courses designed to help you and your company succeed.

The Journal of Professional Pricing is in its 19th year of offering in 
depth discourses from thought leaders.  This issue has insights 
from a purchasing viewpoint (Chris Provines), explains how to 
effect changes within the organization (George Cressman), and 
even features some game theory exercises (Mark Chussil).  There 
are also some interesting results that stemmed from our 2009 Year 
End Survey of Pricing Professionals.  PPS members can also get 
access to previous publications.

The PPS website (www.pricingsociety.com) is a central compre-
hensive database that features several hundred archived pricing 
articles covering a wide variety of pricing discussions across all 
industries.  Our members also receive free access to a job site 
where professionals can post resumes or review new opportuni-
ties for next career steps.

Mark your calendars to join us at the 21st Annual Spring Pricing 
Workshops & Conference Event to be held at The InterContinen-
tal Chicago O’Hare Airport Hotel from May 5-7, 2010.  One-day, 
Certified Pricing Professional (CPP) workshops will be offered 
on Wednesday, May 5 with the main Conference event follow-
ing on Thursday and Friday, May 6-7.  We have a great lineup of 
workshops, keynote presentations, and speakers for you and your 
team.  I look forward to meeting you in person in Chicago.

The following CPP Workshops will be available on May 5:

• Fundamentals of Price Management – Elliott Yama, Di-
rector of Education, Vendavo, Inc.  Elliott will cover price 
waterfalls, variation analysis, and many other concepts and 
methodologies to help you and your company manage pric-
ing and take advantage of opportunities.

• Quantitative Methods in Discount Management – Tim, 
Smith, Ph.D., DePaul University / Wiglaf Pricing.  Tim will 

discuss how effective discounting, as a form of price discrimi-
nation, can improve your organization’s profitability.

• Pricing for Profitable Growth:  Strategies and Tactics – Dr. 
Kent Monroe, University of Illinois / University of Richmond.  
Kent will review Internal Aspects of Pricing, the Demand Side 
of Pricing, and how to Re-Engineer the Pricing Process to de-
velop profitable strategies and tactics.

• Measuring & Managing Pricing Effectiveness – Paul Hunt 
& Greg Thomas, Pricing Solutions.  Paul and Greg will provide 
a foundation for you to gauge your organization’s performance 
in several critical areas within pricing.

• Consumer Pricing:  Approaches to Manage Today’s Pres-
sures and Uncertainties – Frank Luby, Simon-Kucher & 
Partners.  Frank will demonstrate key frameworks, insights, 
techniques, and methods for pricing products sold at retail.

The Conference will begin with a very strong list of keynote ad-
dresses.  Thomas Nagle, Ph.D., coauthor of the 5th edition of The 
Strategy and Tactics of Pricing, will deliver an address entitled Ad-
vantage-Based Marketing for Profit, Not Just Sales.  Dick Braun, 
Vice President of Strategic Pricing, Parker Hannifin Corporation, 
will discuss Building a Pricing Team for All Seasons.  Our first 
day’s general session will conclude with Mike Calogridis, author 
of Practical Pricing – Translating Pricing Theory into Sustainable 
Profit Improvement.

In total, there will be more than 30 speakers along with several 
hundred of your peers.  Our events are designed to be informa-
tive venues with unparalleled networking opportunities for pric-
ers worldwide, so please join us in connecting with the pricing 
community.

Please enjoy the latest quarterly issue of The Journal of Profes-
sional Pricing.

Warm regards,

Kevin Mitchell
President
Professional Pricing Society

From the Publisher
by Kevin M. Mitchell
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Understand The 5 Secrets of a Chief Procurement 

I
n the recent economic downturn, companies turned over 
every stone in search of costs to take out of their business. 
One of the first places companies usually look for cost sav-
ings is in supplier related costs. It is not surprising. In many 

industries, supplier related costs usually account for the single 
largest expense of a company or, in service related businesses, a 
close second behind people related costs.a  

Recognizing the importance of suppliers to both cost contain-
ment and competitive advantage, many CEOs and CFOs have 
looked to upgrade their procurement capabilities and prac-
tices in recent years.b Yet, I’ve often been surprised at how few 
people involved in selling in business-to-business recognize the 
change occurring in procurement, or let alone, are prepared 
to deal with the change. This article will explore five secrets of 
a Chief Procurement Officer and how to use these insights to 
your advantage.

Background
As background, we’ll start with a brief overview of procurement 
and the buying process. Selling in business-to-business (B-to-B) 
markets can be a challenge. There are typically groups of people (a 
buying center) making a decision rather than a single individual. 
The buying center classically includes a user buyer, a technical 
buyer and an economic buyer.c Each member of the group has 
a set of individual preferences and a range of influence on the 
buying decision.d  Within the buying center, the procurement 
function has taken an even more important role in the buying 
process in recent years. 

The increase in stature of the procurement function and the 
growing sophistication of many companies’ procurement prac-
tices is due to a few things. First, the recession put tremendous 
pressure on businesses to take costs out. Next, the overall mac-
ro trend of globalization has meant that companies are under 
incredible pressure to be more competitive both from a cost as 
well as innovation perspective. Suppliers often play a critical 

part role in helping their customers in both of these dimen-
sions. Finally, the macro trend of transparency has meant that 
companies have access to data and insights like never before, 
which increases the ability of procurement to deliver greater 
value. With this background, let’s explore five secrets of a Chief 
Procurement Officer.

Secret #5 Supplier Segmentation
Just as good marketers segment customers, good procurement 
organizations segment suppliers and supplies into categories. This 
is part of the category management and supplier segmentation 
approaches that many procurement groups use.

Procurement typically segments its suppliers and supplies into 
categories or segments based on:e

1 Supplier characteristics: unique capabilities, technical excel-
lence, position in industry, geographic presence, and financial 
stability

2 Buyer characteristics: percentage of supplier’s business, supplier 
switching costs, business risk due to supplier unavailability

3 Product/part characteristics: performance characteristics, 
technical complexity, costs, volume, and lead time character-
istics

4 Relationship characteristics: relationship quality, congruence 
of goals, supplier willingness to invest resources, supplier will-
ingness to do risk sharing

A supplier segmentation model and procurement tactics for 
dealing with suppliers in each segment might look like figure 
1 belowf.

Suppliers in the strategic segment in figure 1 are typically suppli-
ers that account for a large portion of the customer’s spend and 

Recognizing the importance of suppliers to both cost contain-
ment and competitive advantage, many CEOs and CFOs have 
looked to upgrade their procurement capabilities and practices 
in recent years. Yet, few people involved in selling in business-
to-business recognize this change occurring in procurement. In 
this article, the author provides the five secrets for CPOs to help 
their sales teams be better prepared in dealing with procurement 
organizations in their markets. This information is incredibly use-
ful to pricers as a reminder of how our customers are thinking and 
reacting. Author Chris Provines, newest member of the PPS Board 
of Advisors, is Vice President, Global Pricing, Reimbursement 
& Government Affairs at Siemens Healthcare and Distinguished 
Adjunct Professor at Graduate School of Business at Rutgers 
University. He can be reached at cprovines@mac.com. 
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also supply goods and services that are critical to the customer’s 
business. If your customer has put you in this segment, then 
procurement and your customer will have high expectations of 
you as a supplier. They’ll be looking for ways that you can bring 
value beyond simply taking costs out of their business.  As a 
selling organization, it is important that you are prepared and 
can clearly articulate the ways that you can create value for your 
customers.

Creating value for your customer could include things like in-
novating together, providing customers with access to unique 
products and providing access to your firm’s capabilities. For 
example, one of Porsche’s suppliers worked closely with Porsche 
on the development of carbon-ceramic brake technology. As a 
result, Porsche was able to use this technology in its cars four 
years earlier than other luxury-car makers.g 

On the other hand, if customers believe that the products or 
services you provide fall into the commodity segment in figure 
1, they will be looking to drive costs out through negotiating 
lower prices, reducing the number of suppliers, and making 
suppliers hold and manage inventory. In this segment, there are 
very different procurement objectives and a different balance of 

power between buyer and 
sellers. 

One of the exercises you 
should go through as a busi-
ness is to try to map where 
you think your customers 
would place your key offer-
ings in figure 1. It could be 
that different segments of 
customers would view your 
products or services differ-
ently. 

For instance, there may be 
segments where your prod-
uct or service accounts for a 
relatively larger percentage 
of the customer’s overall 
supplier spend. This means 
you may feel more intense 
pricing pressure in that seg-
ment. So, be sure to conduct 
the exercise at a segment 
level. After that, spend some 
time making sure that your 
selling and pricing tactics 
are aligned with the tactics 
that procurement will likely 
use against you.

Secret #4 Negotiation Games
Procurement professionals are under increasing pressure to de-
liver greater savings. In a recent survey, 66% of CPOs indicated 
that they have seen their savings targets increased and 81% have 
asked suppliers for price cuts.h  The negotiation process is one 
of the areas where procurement often looks to drive a quick hit 
and capture some savings. Obviously, as procurement negotiates 
harder, it could impact your pricing if you are not prepared. 

One of the areas of personal pride for many procurement profes-
sionals is the ability to negotiate. While it depends on the business 
model, in many buyer-supplier markets, the average procurement 
professional has many more suppliers to deal with than the av-
erage sales representative has customers to deal. Therefore, pro-
curement has a chance to practice negotiations many more times 
than the average sales professional. Moreover, it is not unusual for 
well run procurement organization to invest heavily in training 
their organizations in negotiations. One of the outcomes is that 
your sales teams may be out matched in both negotiation skills 
as well as negotiation experience. 

There are many potential negotiating tactics that procurement 

Officer for Smarter B-to-B Selling and Pricing

Figure 1: Supplier Segmentation and Procurement Tactics
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could use and we’ll touch on a few here. One tactic is to find out 
when your fiscal year ends. I can remember watching negotiations 
with a vendor. It was clear that the closer the timeline got to the 
end of the supplier’s fiscal year end, the more anxious the selling 
team became.  Successive visits by increasingly higher ranks of 
management from the vendor would come in to help “close the 
deal.” Since the vendor in this example was a public company, the 
procurement group could easily track how the vendor was doing 
from a sales perspective. Procurement knew that the vendor was 
behind in sales and hence procurement was in no rush to speed 
up negotiations. The closer the time got to the end of the vendor’s 
fiscal year, the more desperate the vendor became. 

“Down selecting” is another negotiation tactic that procurement 
will use. Usually this occurs during a bid process – a request for 
proposal.  Procurement starts with a number of potential suppli-
ers. They then decide to “down-select” and eliminate a number 
of vendors out of the race. Companies that are still in the race 
feel as though they have a real chance at winning the business, 
which may or may not be true. Down-selecting is often used as 
a tactic to have the suppliers “sharpen their pencils” and sweeten 
their bid pricing and terms.

Manipulating perception of competition is another tactic that 
procurement will use in negotiations.i This involves creating the 
appearance of a strong competitor or multiple highly qualified 
and interested competitors. The obvious reasoning behind this 
from a procurement perspective is to gain more leverage in the 
negotiation process. It often works because sales teams are un-
prepared or do not fully understand the differentiated value that 
their firm brings. 

In business-to-business markets, it is important for sales teams to 
be prepared to effectively deal with procurement negotiation tac-
tics. The obvious basics need to be in place – things like negotia-
tion training, competitive intelligence and account level segmen-
tation. Given that customers have different needs, motivators and 
behaviors, the sales team should also be given tools to effectively 
trade-off or trade-up during negotiations. Figure 2 provides a 
simple framework that segments accounts by behavior and offers 
some items to trade-off or trade-up during negotiations.j 

For instance, a price-driven customer may be pushing hard for 

further price reductions 
during negotiations. The 
sales team should be 
given guidance on what 
services or changes in 
customer behaviors, such 
as ordering frequency, 
could be “traded-off” for 
a better price. 

Likewise, a customer 
that is technology-driv-
en may be interested in 
priority access to new 
innovations or techni-
cal-expertise. Clear rules 
and guidance should be 
given to the sales team. 

Without a disciplined way to trade-off or trade-up, you could 
find yourself in a situation where you are lowering price, giving 
away many services for free and still losing business or having 
dissatisfied customers.

Secret #3 Counting Savings
Driving savings is seen as one of the core responsibilities of pro-
curement professionals. Yet, counting savings and getting its own 
organization to recognize the procurement savings contribution 
is often a big challenge for many procurement organizations. 
Many procurement organizations struggle with the process of 
accurately evaluating and counting savings, which sometimes 
results in wrong supply decisions as well as skepticism within 
their own organization about their real contributions.k This is 
usually due to unclear savings definitions, pressure to hit short-
term savings targets, a focus on price as opposed to total cost of 
ownership, and a failure to accurately count the risks and costs 
associated with vendor changes.

As a selling organization, it’s important that you understand these 
issues and be prepared to help procurement accurately count your 
savings or value contribution. Many procurement organizations 
look at savings in at least two dimensions. The first are “hard” 
savings or cost reductions. These are true reduction in costs that 
occur as a result of procurement activities. The second area is cost 
avoidance. This is usually avoiding an expense or a productivity 
improvement of some kind. 

There are a few proactive steps you can take to ensure that your 
differentiated value is fully understood and aligned with the way 
procurement thinks:

1 Take a total cost of ownership view of your value and educate 
procurement on this perspective

2 For credibility, when using value calculators or selling tools, 
breakup your savings or value analysis into two categories: cost 
savings and cost avoidance

3 To the extent there are sizable switching costs or risks of switch-
ing that work in your favor, be sure to value those and include 
this in your value analysis

Figure 2: Account Level Segmentation & Negotiation Trade-offs / Trade-ups 

Price
Driven

Technology
Driven

Collaborative Driven

Primary motivation Partnership focused on
helping customers reduce
costs or enhance
profitability.

Partnership focused on
providing customers
access to technology
advancements.

Partnership focused on
collaborating to find
new ways to help
customers compete.

Examples of trade
off / trade up
items

Order frequency
Order size
Payment terms
Service levels
Delivery terms
Training
Technical support
Education

Co development
Priority access to new
technologies
IP sharing
Access to technical
expertise

Access to problem
solving competencies
Co marketing / Co
branding
Co development
Development of new
business models
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Secret #2  Integrating Value into Supplier 
Selection
Many procurement professionals will claim the use of sophisti-
cated supplier selection models. However, the reality is that many 
use simple, subjective and incomplete models for supplier selec-
tion.l Indeed, in one study, only one third of world-class procure-
ment organizations used total cost of ownership models for the 
majority of their spend.m The simplistic models used sometimes 
include ranking methods or weighted points across a number of 
decision criteria. The decision criteria are usually items like net 
price, quality, delivery, performance history, service, and tech-
nical capabilities.  

In pricing, Nagle and Smith showed how bias and misleading in-
sights can result when companies use weighted or attribute mod-
els for determining the value of their products or services. They 
proposed economic value analysis, an approach to quantifying 
the value of the differences, as the most appropriate foundation 
for understanding value and 
setting price.n This same logic 
applies in procurement. While 
the use of attribute rakings or 
weighting factors for supplier 
selection is much easier, it can 
often lead to misleading or 
wrong supplier decisions.

For B-to-B sellers and pricers, 
there are a couple of insights 
here. First, as part of the selling 
process, you should try to un-
derstand the decision rules or 
“methodology” the customer’s 
procurement group will use 
for supplier selection. Do they look at total cost of ownership?  
Or do they use simple ranking or weighting methods? Second, 
if they use a simple weighting or ranking methodology and you 
believe this will work against you, you need to take proactive 
steps to educate the customers on a more holistic total cost of 
ownership view. This, of course, assumes that you have differ-
entiated value, have quantified the value and have evidence to 
support the value.

Secret #1  What will get the CPO Fired  
or Promoted?
While in the midst of negotiations or during the RFP process, it 
may feel like all procurement cares about is your price or costs. 
The reality is that while saving money is one of the key goals of 
procurement, particularly in tough economic times, most CPOs 
are also very concerned about supply continuity, quality or a sup-
plier causing damage to the company’s brand or image. A recent 
survey of top performing CPOs revealed that reducing supply 
risk scored almost as high as reducing costs even in the midst of 
the worst recession in decades.o 

Supply risk can be caused by natural disasters, labor disputes, 
supplier financial problems or other causes. There are countless 
stories of problems at a key supplier causing significant business 
disruptions to companies. This is often caused by businesses 
choosing a single-sourcing strategy. Consider when lightning 
struck a power line near a major microchip manufacturer. The 

resulting power surge disrupted production and destroyed in-
ventory. One of the customers of the microchip manufacturer, a 
mobile-phone manufacturer, chose a single-source strategy and 
did not have alternative sources of supply. This ultimately cost 
the mobile-phone manufacturer $400 million in sales.p 

Additionally, many CPOs and their organizations aspire to be 
much more than a group that is known for taking costs out. 
Procurement wants to be seen as a group that is more critical 
to the business. Innovation is one of the basic ways in which a 
business builds value and suppliers are often seen as an excellent 
potential source of innovation.q Yet, many procurement groups 
haven’t even begun to fully focus on supplier-sourced innovation, 
or worse yet, have win-lose tactics that force their suppliers into 
a transactional relationship.

A major supply disruption caused by a supplier could be one 
of the things that places a lot of pressure on a CPO and even 

might get him or her fired. 
Alternatively, bringing in 
important innovation from 
the supplier network that 
helps the CPO’s company 
capture more share, enter 
new markets or compete 
differently will be viewed as 
a major win. So, it’s up to 
the supplier to understand 
these dynamics and find 
ways to position its offer-
ings and capabilities in ways 
that take advantage of these 
dynamics.

Conclusion
While an increase in procurement’s influence and more sophis-
ticated procurement practices may be intimidating, sales teams 
and their organizations shouldn’t be afraid. Suppliers with real 
advantages and differentiated capabilities should be well posi-
tioned.  This assumes, of course, that these suppliers are pre-
pared to explain and demonstrate their value. It also requires a 
selling sophistication, which includes understanding needs and 
behaviors of accounts, segmenting accounts and being prepared 
to customize approaches in a thoughtful way. Hopefully, using 
the five secrets of CPOs discussed here will help your sales teams 
be better prepared in dealing with procurement organizations in
your markets. 
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Selling Value Based Pricing Strategies: 

For many companies, understanding they should use value based 
pricing practices is the easy part; implementing value based pric-
ing practices is much more difficult. In this second article of his 
series “Why Pricing Strategies Fail,” Author George E. Cressman, 
Jr. explains that pricing strategies don’t just fail because managers 
fail to create an implementation infrastructure, but also because 
sometimes the organization does not “buy” the strategy. Cress-
man is Founder and President of World Class Pricing, Inc. He can 
be reached at George.Cressman@WorldClassPricing.net. Look 
for his new PPS online course in the coming months entitled “The 
Sales Team and Pricing Success” at www.PricingSociety.com. 

T
he profit impact of managing pricing practices has been 
well documented (for the average firm, a 1% improve-
ment in price level drives a 10% improvement in profit). 
And, the benefits of managing pricing based on value 

delivery are widely known. Increasingly, managers understand, 
and many actually advocate, the use of value based pricing prac-
tices. But, for many companies, understanding they should use 
value based pricing practices is the easy part; implementing value 
based pricing practices is much more difficult.

In the first part of this series (“Why Pricing Strategies Fail,” 
Journal of the Professional Pricing Society, second quarter, 2009), 
I described how pricing strategies can fail because managers fail 
to create an “implementation infrastructure.” But pricing strat-
egies may also fail because the organization does not “buy” the 
strategy.

Value based pricing strategies have intellectual appeal: they are 
based on a rigorous analysis of customer need and reflect the re-
alities of the business’s market place. While a sound strategy basis 
is important, it alone will not ensure the organization embraces 
and implements the strategy. Managers wanting their organiza-
tion to employ a value based pricing strategy must actively sell 
the strategy to their organization.

For many companies, implementing value based pricing strategies 
involves changing the business’s operating culture. Entrenched 
habits like cost based pricing must be rooted out. But, like all 
culture changes, the change will not be accomplished by man-
agement fiat. Instead, the leadership team must sell the transfor-
mation to the entire business.

Avoiding implementation problems by appropriate strategy selling 
is all about executive leadership; the leadership team sets the tone 
and is the source for the selling effort. Establishing an appropri-
ate context for value based pricing implementation requires the 
leadership team sell value based practices to the business. This is 
uniquely a leadership responsibility. Because implementing value 
based pricing often requires cultural shifts, the business leader-
ship team must both lead the effort, and motivate the business 

to implement the practice.

In this paper, we’ll look at the key components of the cultural 
change (see Figure 1). For each of the key components, we’ll de-
scribe the role of the leadership team in selling the practice to 
the business. The focus of the “selling” effort is not traditional 
selling; rather, it is more the implementation of a series of activi-
ties, driven by the leadership team, that result in the adoption of 
different pricing practices. In the most successful implementation 
efforts, the organization is never aware that value based pricing 
has been “sold.” Instead, the organization just behaves differently, 
not even aware it’s made a profound cultural shift.

Gather Broad Input
Figure 1 illustrates the key components of the “selling” effort re-
quired for organizations to adopt value based pricing practices. 
Perhaps most important is the ability of the broader business or-
ganization to impact the implementation process.

Successful implementation of a value based pricing culture re-
quires broad inputs to the process. For this reason, successful 
change efforts often start with investments in training the busi-
ness team. A client who launched a value based pricing transfor-
mation began with a broad educational effort. The marketing, 
sales, finance, and R&D teams and portions of the operations 
team were included. This allowed the entire organization to share 
a common, value based, vocabulary, as well as understand the 
principles that would guide the business’s pricing activities. 

The business used training sessions that ranged from half-day 
overviews to intensive, workshop based sessions working on spe-
cific organizational challenges. Participants were encouraged to 
identify challenges in their own functional area, and solutions 
were rigorously pursued. This client spent eighteen months in this 
educational effort, resulting in significant organizational buy-in 
to value based pricing activities.

Educational processes work best when they are action oriented. In 
this context, training processes are more relevant to participants, 
and more likely to result in moving the culture, when they address 
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the specific problems the business faces. Action learning, based on 
specific pricing problems or issues, provides a useful context for 
learning about value based pricing practices – participants work 
on projects that are part of their every-day business lives.

Selling and implementing value based pricing management re-
quires the leadership team pay attention to their business’s skill 
and motivation levels. The skills required for value based pric-
ing practices are very different than the skills required for cost 
or competitor pricing practices. Frequently, the skills needed to 
implement value based pricing are not widely available in the 
business, and often incentives drive destructive pricing practices 
(for example, rewarding large but not necessarily profitable sales 
volume). The educational effort addresses skill level component, 
while addressing the concerns and needs of various functional 
efforts begins to address the motivation level.

Another key part of gaining organizational input is an assessment 
of obstacles which could potentially derail the implementation 
of a value based pricing strategy. The leadership team carefully 
evaluates all potential obstacles, and plans ways to deal with 
them should they occur. This evaluation should address these 
questions:

• What skills will we need?

• How will we acquire those 
skills (internal development, hir-
ing)?

• What processes and tools do 
we need?

• How will we standardize and 
propagate these processes and 
tools?

• What organizational structure 
do we need (centralized vs. de-
centralized balance)?

• How do we manage individual 
business unit autonomy and re-
sponsibility and ensure practice 
standardization and impact?

• What incentives wil l we 
need?

Create a Compelling 
Vision
Another component of the or-
ganizational motivation level 

involves developing suitable goals. Many business organizations 
work better when they are goal oriented, and this is especially 
true when moving to value based pricing practices. To sell a value 
based pricing strategy culture change, a critical first step for the 
leadership team is the creation of a compelling vision.

In developing the compelling vision, the leadership team should 
address these questions:

• What principles will guide the transition to a value based pric-
ing culture? The leadership team should pay careful attention 
to the “white space” of ambiguous situations, determining 
how price setting/price change situations will be managed. 
The leadership team should recognize that even with careful 
planning, “stuff” happens – establishing principles is critical 
in helping the organization determine how to manage when 
there are no precise guidelines.

• Concerning value based pricing processes, what does the busi-
ness have to be really good at? As a minimum, this should 
include:

• Customer value assessment.

Making Pricing Strategy Work

Figure 1: Keys for Selling Value Based Pricing Practices
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• Offering design.

• Value communication.

• Negotiating value delivery rather than price concessions.

• Competitor strategy analysis.

• Contribution management, that is, making resourcing deci-
sions based on increasing contribution margin.

• What tools, information, and data are required to make good 
choices? For example, a client required that customer value 
estimations be included in all senior management strategy 
reviews. Another client incorporated value based pricing pro-
cesses in its stage-gate system for new product development.

• How should the pricing process be structured and supported? 
Who will the champions be?

• How should the change campaign be implemented?

An effective tool for defining the compelling vision is to think 
in future terms. For example, the leadership team may envision 
themselves five years out, celebrating the achievement of their 
value based pricing culture. The leadership team describes what 
their organization looks like at that time, and then defines – in 
backward steps – what happened at each step along the journey. 
This “backward” look frees the leadership team to think creatively 
about overcoming obstacles to achieving the desired culture; after 
all, the question is no longer will the business achieve the culture, 
but how did it accomplish its goal.

Developing Champions
Champions are value pricing practice evangelists and zealots. 
They are passionate about the role of value based pricing. They 
understand the role of value based pricing, and see the connec-
tion to organizational profitability. Champions are untiring ad-
vocates for value pricing practices, and hold their colleagues to 
the use of these practices.

Champions must be respected across the organization. This is not 
a role for a new employee or even an experienced, but unknown, 
person. The wider business organization must trust the advocacy 
of the champion, and be motivated to respond because of their 
respect. For this reason, the best champions are at least middle 

managers who are well liked, and seen as having the confidence 
of the leadership team.

The role of the champion is to understand fully value based pric-
ing activities, but the champion is not a practitioner. Unlike the 
“black belt” of the six sigma process, the champion is more a 
cheerleader with teeth. Champions not only advocate for the use 
of value pricing practices, they are also charged with seeing these 
practices are widely used. For this reason, champions must be: 

• Good diagnosticians, seeing where implementation problems 
are arising.

• Thoughtful clinicians, able to determine what specific remedies 
will fit their organization. 

• Have the ear of the leadership team, facilitating resourcing to 
deal with emerging implementation problems.

Regular publicity from the champion and members of the lead-
ership team helps remind the broader organization of the shift 
to value based pricing concepts.

Install Organizational Experts
While the organization needs champions, it also needs subject 
matter experts. These are analogous to a six sigma “black belt,” 

providing value pricing content expertise for the business. These 
experts have a deep understanding of value pricing processes and 
tools, and know how to apply it in their business. Experts have a 
project orientation, facilitating the spread of value pricing across 
the business.

Expertise may initially come from outside the business, but as 
the implementation effort grows, expertise should come inside 
the organization. Candidates for these content expertise positions 
should have the following characteristics: 

• A willingness to learn and teach value based pricing concepts, 
processes and tools. 

• Project management capability. 

• Communication skills, able to interact with the leadership 
team and functional experts. 

• Be respected across the business, and willing to invest in earn-
ing the respect and trust of business unit leaders.

Content experts gain wide exposure to business unit leaders and 
the leadership team. For this reason, content experts should be 
selected from those candidates judged to have managerial po-
tential.

Assess Progress: Establish Milestones and 
Measurement Systems
In the first part of this series I discussed the need for pricing con-
trol systems, and described a minimum set of control metrics. The 
development of measurement systems is equally important as part 
of selling the journey to value based pricing management.

Measurement systems not only provide a means of evaluat-

An effective tool for defining the 
compelling vision is to think in future 
terms. For example, the leadership 
team may envision themselves five 
years out, celebrating the achievement 
of their value based pricing culture. 
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ing progress, they also condition the business team to think in 
profitable pricing terms. An important part of the measurement 
effort is creating visible linkages between pricing activities and 
financial performance.

In early implementation efforts, this linkage can usually be done 
with simple spreadsheet analysis. But in larger organizations with 
complex product arrays, measurement programs often quickly 
outgrow spreadsheet analysis. As value based pricing implemen-
tation efforts begin to propagate in the business, more sophisti-
cated analysis tools are required; pricing management software 
might be considered at this point.

Drive Some Early Wins
Early wins are critical because they provide on-going motivation 
for the entire business team. They also provide rapid demonstra-
tion of value based pricing concepts, and initiate early proof of 
the financial rewards for value based pricing management.

In pursuing implementation projects, my experience is that 
widespread organizational change creates many challenges. For
the business, it seems as if “everything” is changing, and the 
organizational “antibodies” go into high gear trying to side-
track the change. An alternative approach is to select a series 
of smaller projects that allow the business to experiment with 
value based pricing practices. This offers a targeted approach 
where an individual project failure will not destroy the whole 
effort.

Initial projects should be selected for their ability to achieve re-
sults in a relatively short (six to nine months) time. These proj-
ects should be difficult but not impossible. Difficult projects are 
necessary for building credibility: if value based pricing works 
for this type of business situation, then it can be seen to work 
more broadly. But, the project should not be so difficult that a 
failure would jeopardize the whole implementation effort. Poten-
tial project candidates might be an upcoming negotiation with 
a difficult customer, or a demanding customer who refuses to 
pay for delivered value, or a new product introduction. Projects 
based on existing products/services and existing customers should 
always be included: many business organizations are skeptical 
of their ability to apply value concepts in existing markets with 
entrenched pricing practices.

Measurement of the financial impact of these early projects is 
critical. Baseline profit positions should be determined, and con-
tribution of project results documented.

Content experts are carefully allocated to support these early 
projects. The content experts provide key learning sources for 
the project teams, and at the same time must manage the proj-
ects for adherence to time and budget parameters. In addition, 
champions should interact “early and often” with the project 
teams and content experts to ensure progress and rapid resolu-
tion of challenges.

Early wins must be widely publicized. One way to do this is by 
making “heroes” of those participating in the early implemen-
tation projects. This signals the business team that senior man-
agement is committed to value based pricing, and the route to 
recognition is through participation in the implementation ef-

fort. Corporate newsletters and corporate meetings are excellent 
forums for this publicity.

It’s a Journey
Implementing value based pricing practices is a journey, not an 
event. The leadership teams of successful implementers foster a 
long range journey mentality. These successful implementers see 
the journey as a multiple year event, and condition thinking of 
the entire business for that journey.

The leadership team should not expect their initial efforts will be 
perfect. Instead, the leadership team, acting on the diagnostic and 
advice of the champions and content experts should continually 
fine tune the implementation effort. Progress or challenges from 
the early win projects shape this fine tuning.

As already noted, implementing value based practices is often 
a culture change for many businesses. Culture change is inher-
ently a long range process (some studies have suggested major 
cultural shifts in large organizations can take 10-15 years). The 
profit potential for managing pricing practices well makes this 
time investment worth the trip. But the leadership team must be 
prepared: this is not a six month effort! Evidence of the need for 
this longer term perspective is seen in those organizations who 
have adopted six sigma programs: the consistent use of six sigma 
thinking frameworks is just now gaining broader acceptance in 
the organizations of early adopters.

Gaining implementation momentum is fostered by the actions 
of champions and content experts. Because these individuals will 
gain significant knowledge and skill in key business management 
processes, they are likely to be in high demand for managerial 
positions. The leadership team should anticipate this and provide 
succession plans.

Summary
Selling the implementation of value based pricing practices 
is not so much overt selling. Instead, it is a series of activities 
that foster a cultural shift from a cost or competitor orienta-
tion to a value delivery orientation. These activities, when 
planned for and guided by the leadership team over a longer 
time period result in the organization “buying” value based 
pricing strategy. Because of the leadership effort, and consis-
tent investment over time, organizational resistance is reduced 
– sometimes even eliminated (the organizational “antibodies” 
don’t overwhelm the implementation effort). Further, use of 
champions and content experts frequently results in develop-
ment of business unit managers with deep understanding of 
profitable pricing practices.

Early wins must be widely publicized. 
One way to do this is by making 
“heroes” of those participating in the 
early implementation projects. 
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M
y essay Predictable Competitors1 explored the as-
sumption of predictability and the easy-to-fall-
into traps of using competitors’ previous behavior 
to predict their future behavior. We also discussed 

how to avoid those traps and, in so doing, how to open up prom-
ising opportunities to make better strategy decisions. We did it 
in the context of pricing.

Here we’ll talk less about illusions of predictability and more 
about delusions of predicting. We’ll do so in the context of a pric-
ing tournament in which over 250 able strategists participated 
and for which I ran millions of simulations. The pricing tourna-
ment was a kind of massive business war game using humans’ 
strategies and a computer’s calculations.

Unless you already know what I’m going to say — if you think 
you can predict what I’m going to say, write it down so you can 
check later — you will have two surprises by the time this es-
say is over.

The case
Here’s the situation I presented to those able strategists.

You are a pricing strategist for a company with businesses in three 
industries. You will develop pricing strategies for each of those 
three businesses, covering 12 quarters (three years). In each in-
dustry your business has two competitors, and in each industry 
your business and your competitors’ businesses start from identi-
cal positions. You define success: you decide how much you care 
about profitability and market share.

I proceeded to describe the three industries in some detail. Those 
details included these and more:

• The Ailing industry was shrinking, had somewhat price-sensi-
tive customers, and was capital intensive.

• The Mature industry was growing slowly, had relatively price-
insensitive customers, and was labor intensive.

• The Fast Growth industry was growing rapidly, had price-sen-
sitive customers, and was a bit on the capital-intensive side.

Because the businesses in each industry began from identical 
positions, everyone had an equal opportunity to win. The only 
thing that would determine who won was the quality of their 
pricing-strategy decisions.

Participants selected a pricing move for Q1 (the first of the 12 
quarters), a pricing strategy for Q2-4, another pricing strategy 
for Q5-8 (year 2), and a third pricing strategy for Q9-12 (year 
3). The three multi-quarter pricing strategies could be the same 
or different, in any combination. The Q1 pricing move would 
be cut, hold, or raise (see picture); the three subsequent pricing 
strategies would be selected from a list of strategy options. Just 
as in real life, participants had to select their strategies without 
knowing what their competitors would do.

(I know what you’re thinking. Rest assured, there are analytic 
nuances, technological marvels, and good answers for your good 
questions, none of which will we go into here. What we’re about 
to cover doesn’t depend on those nuances, marvels, and answered 
questions.)

What would you do?
Let’s focus on the first move, the one affecting only Q1, where 
in each industry (Ailing, Mature, Fast Growth) you could cut, 
hold, or raise your price.

What would you do in each industry?

Write down your answer, or, if you’re telling yourself you’ll re-
member your answers, record them legibly in mental ink.

Predicting Competitors: Game Theory in 

This article outlines the results of a business war game designed 
to demonstrate the delusions that many pricers fall prey to when 
trying to predict their competitors’ next moves. By applying game 
theory to pricing, the author gives a unique perspective on the 
challenges faced by pricers on a daily basis. Author Mark Chus-
sil is Founder and CEO of Advanced Competitive Strategies, Inc. 
and a Founder of Crisis Simulations International, LLC. A pioneer 
in business war-gaming and strategy simulation, his designs 
have won a patent (for CSI’s DXMA™ simulator) and a best-in-
class industry award (for ACS’ ValueWar™). He can be reached at  
mchussil@competing.com. 

1. Cut my price in Quarter 1
2. Hold my price in Quarter 1
3. Raise my price in Quarter 1
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Of course I haven’t given you as 
much information as I gave the 
tournament participants. Still, 
though, you probably have some 
idea of what you’d do, something 
along the lines of “in a declining 
market it is best to _____ prices” 
or “I’d calculate the effect on 
profitability of _____ my prices 
and then decide.”

Second question. I didn’t directly 
ask this one in the tournament 
but it’s relevant for our discus-
sion here.

What do you think your competi-
tors (i.e., the other strategists par-
ticipating in the tournament) will 
do for the two competing businesses 
you’ ll face in each industry?

Record those answers too.

Notice how that question explicitly focuses your attention on 
competitors. An approach such as “in a declining market it is 
best to _____ prices” addresses competitors only obliquely: you’d 
probably consider the role of competition in a declining market, 
but perhaps not think about their specific actions.

Now this third question:

Did you think your competitors would do something different from 
what you chose to do?

In my experience strategists tend to assume competitors will be-
have as they wish them to or as they have behaved in the past. 
Who knows, they might even assume competitors are not as 
clever, quick, or attentive as they are. Hence that third question. 
But why would you think your competitors will do something 
different from you in scenarios when we have explicitly said they 
start from positions identical to your own?

Having now encountered that question, would you change your 
answer to the first question, the one about what you would do 
in each industry?

Our first surprise
Unless you correctly predicted me (did you?) and so there was no 
surprise, we’ve completed our first surprise: the realization that 
we make assumptions unconsciously that we wouldn’t make de-
liberately. (Remember, you heard it first here.) Further evidence 
appears as the subject of our second surprise.

Our second surprise
If the right pricing strategy were obvious, we would expect our 
able strategists to be pretty close to unanimous in their strategy 
selections for the tournament. They were not. In other words: 
surprise, we’re all over the map on how to kick off an effective 
pricing strategy.

Figure 2 shows the percentage of strategists who chose to cut, 
hold, or raise price in their Q1 pricing decision for each industry. 
Even the most-popular choice — hold price in Q1 in the Mature 
industry — was preferred by only 57% of the strategists. No move 
even got a majority in the Ailing and Fast Growth industries. 
In the Ailing industry, roughly equal percentages of strategists 
thought it would be best to cut or to raise their prices!

I mentioned earlier that the strategists indicated their perfor-
mance objectives: market share, profits, or any combination. 
Perhaps if we control for their objectives we’ll see something 
closer to consensus. 

Here’s as close as we get to consensus:

Sixty-seven percent of the strategists who wanted a mix of share 
and profit in the Mature industry chose to hold their prices in 
Q1. No other pricing decision, in any of the industries, got any-
where near that level. For instance, Figure 3 shows the Ailing 
industry.

The highest we see is 49% in favor of holding prices in Q1 to 
achieve a mix of share and profit, and 49% who’d cut price to 
gain share.

We do see an effect we might expect. The strategists who preferred 

Pricing

Figure 1: Q1 Pricing-Strategy Decisions
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market share as their performance 
objective were more likely to cut 
price than to raise it, and those 
who sought profit were more like-
ly to raise price than to cut. Even 
so, those effects seem muted: rais-
ing or cutting prices didn’t win a 
clear majority of strategists. (That 
changed only when we looked at 
the most-extreme of the share-
seekers, and we’d have to get really 
extreme — the 5 or 10 most share-
happy strategists, out of over 250 
— to approach a consensus.)

Since objectives have a demon-
strable effect on pricing decisions, 
we might argue that predict-
ing competitors’ pricing moves 
translates, at least in part, to 
understanding their objectives. 
We would come to the same con-
clusions and the same surprises, 
though, because the strategists 
were far from unanimous about 
objectives too. There were many 
in the Ailing industry, for ex-
ample, who wanted growth, and 
many in Fast Growth who want-
ed profits. We’ll talk more about 
objectives presently. 

Let’s flip the numbers around a 
bit. What are the odds that you 
would be wrong if you predicted 
your competitors would make 
the most-popular move? At best, 
you’d have a 33% chance of being 
wrong, if you were in the Mature 
industry and knew your com-
petitors wanted some share and 
some profit. At worst, you’d have 
a 63% chance of being wrong 
for profit-oriented competitors 
in Fast Growth. (Figure 4. The 
odds of being wrong equal 100% 
minus the most-popular choice, 
which is 37% for “hold.”) Not 
good odds.

So far we’ve focused on one quar-
ter’s pricing decisions. In the tour-
nament our able strategists could 
choose from a longer list of strate-
gies that ranged from aggressive to 
reactive, cooperative to confronta-
tional, tend-to-raise to tend-to-cut, 
and so on, for their moves after 
Q1. There was nothing approach-
ing consensus or even popularity 
in those decisions.

Figure 2: Q1 Pricing Decisions (Mature)

Figure 3: Q1 Pricing Decisions (Ailing)

Figure 4: Q1 Pricing Decisions (Fast Growth)



The Journal of Professional Pricing 25First Quarter 2010

Why might real life feel different?
Here we’ve seen that hundreds of strategists are far from agree-
ment when they predict what pricing moves would work and, 
therefore, why it would be difficult to predict what any of them 
would do. So why might it seem that competitors are predict-
able in real life?

Here are a few ideas. Although I don’t have data to prove or 
disprove them, they are consistent with my experience working 
with thousands of strategists around the world, and consistent 
with the way that competitive-strategy tools think. (See Further 
Reading, below.)

• Clean slate. In the pricing tournament, the strategists started 
with clean slates: no history, no politics. No one could rely on, 
or had to defend, previous decisions. In real life, that’s not the 
case.

• Safety. In the tournament, the worst that could happen was 
that a person wouldn’t do terribly well in a simulation. Big 
deal. In real life, a person could lose his or her job for a change 
that seems to backfire. There’s perceived safety in consistency: 
don’t blame me, this strategy has worked well for [fill in suit-
able time span and/or credible other people]. In the tourna-
ment, no strategy has an inside track.

• Clarity. In the tournament, all the facts were laid out and the 
decisions were relatively simple. In real life, there’s more com-
plexity and ambiguity, which might make strategists wary of 
upsetting a precariously balanced system.

• No tradition. In the tournament, strategists were free to de-
fine success according to their own preferred combinations 
of market share and profit, unburdened by how we do things 
around here. In real life, different companies may assign sim-
ilar missions to their businesses (e.g., “fly full” in airlines). 
We’ve seen that definitions of success — objectives — influ-
ence pricing decisions. That effect is doubtless magnified by 
real-life industries’ oral traditions of what it takes to achieve 
objectives.

In real life, competitors often emulate others’ moves. That hap-
pened in the tournament too, in various ways and for various 
reasons. However, that affected pricing after Q1, and here we 
focus mostly on the Q1 decisions. The phenomena after Q1 are 
fascinating but this essay may already be long enough to try your 
patience, and certainly mine.

What our surprises mean
Strategists face the problem of predicting competitors. We have 
just seen why doing so may be harder than we might have thought. 
Our first surprise suggests that we don’t ask questions that might 
help us predict competitors (more on that quite soon). Our sec-
ond surprise suggests that our competitors may not be so easy to 
predict, unless the slate isn’t clean, jobs aren’t safe, issues aren’t 
clear, and tradition is binding.

The predicting problem has two elements, carbon and silicon, 
a.k.a. humans and software.

On the human side, we’ve seen that we are prone to make op-

timistic, or at least unexamined, assumptions about what com-
petitors will do. We know we assume, and we work in good faith 
not to do so. Take, for instance, SWOT (strengths, weaknesses, 
opportunities, and threats) analysis. There we endeavor to give 
equal time to our competitors so we don’t get too convinced of 
our infallibility and invulnerability.

But let us look at the SW of SWOT. Its strength is that it is easy, 
fast, portable, and potentially insightful. (I say “potentially” be-
cause whether we get insight depends as much on what we receive 
as on what it transmits.) Its weakness is… well, let’s illustrate 
by comparing SWOT to business war games. In a business war 
game you walk in your competitors’ shoes. In SWOT analysis 
you merely look at them.

Ways to do better:

• Use competitive intelligence to learn about your competitors’ 
objectives. A change in objectives may well upset any pricing 
(or other) “pattern” you may have observed.

• Also use CI to learn about new management. Our able strate-
gists have demonstrated that smart people differ in what they 
think will work. A change in management may foretell a 
change in strategy. That’s true especially because “now under 
new management” rarely means “still under previous think-
ing.”

• Competitive dynamics resemble chess more than account-
ing or trend lines. Practice your game before the big real-life 
match. Business war games let you do that. In my experience, 
surprises like those we’ve explored here are the rule, not the 
exception, in business war games. The good news is, it’s a lot 
cheaper to get surprised during practice.

• During strategy debates, ask if you were our competitors, how 
would you take advantage of our move. Ask what could go 
wrong. Ask what are we assuming and do we believe what we 
are assuming.

Then there’s the software side. Our software thinks like us. 
(Who else would it think like?) We tell it how to think. We tell 
it that profit equals revenue minus costs. We tell it demand will 
change X% for a Y% change in price. We tell it how to combine 
those thoughts, and others, to figure out the bottom-line effects 
of price changes.

Since our thinking includes assumptions, so does the thinking 
of the software that calculates on our behalf. Some of the able 
strategists, participating in the tournament at a pricing confer-
ence I addressed, actually wrote down their spreadsheet-style 

The predicting problem has two 
elements, carbon and silicon, a.k.a. 
humans and software.
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calculations on their strategy-decision forms: at this price, with 
these fixed and variable costs, here’s how much I’ll make. If such 
people were in their offices, it’s likely they would run those cal-
culations in Excel to guide their decisions. Those people chose 
a paradigm for how to decide before deciding on pricing strat-
egies. That paradigm, like all others, has its paradigm-specific 
assumptions. In that case, the paradigm assumed competitors 
were simply irrelevant.

Ways to do better:

• Ask your tools what assumptions they make. They’re not talk-
ing? Okay, ask the tool-designers or -wielders what assump-
tions their tools make. Ask especially how competitors’ moves 
would be taken into account.

• Ask about competitive dynamics. What gets held constant 
over time, what doesn’t.

• Ask about what-if. If there’s anything we should take away 
from the Q1 pricing decisions we explored, let alone the similar 
variation in the other pricing decisions that we didn’t explore, 
it’s that we need to test the very real possibility that they will 
move in a surprising direction. (Subtle point: they may even 
want to move in a different direction, and may be watching 
us before they commit.)

• Worry more about the what-ifs than about precision. Who 
cares if the 63% chance of being wrong for the profit-orient-
ed competitors in the Fast Growth industry should really be 
62% or 64%? It’s far more important to explore your chess 
opponent’s options than to measure precisely where each piece 
is in its square.

Bonus Surprise
Did you predict there’d be only two surprises since that’s what I 
said at the beginning? Oh my poor student.

There’s one more surprise concerning the able strategists. We 
noted the variation in their pricing decisions. Every one of them 
believed that he or she was selecting the strategy that’d win; if 
she or he believed otherwise, he or she would have selected a dif-
ferent strategy.

Surprise: not all of them won. (I didn’t either.)

That means that we strategists don’t know what will work. Ac-
tually, that’s a slight overstatement. Some did know what would 
work, and their strategies performed well in the tournament, 
in which I ran over 25,000,000 (no joke) what-if simulations. 
The problem is, we don’t know in advance whose strategies will 
work, nor do we know if they will be successful in the future. 
For what it’s worth, and to add a minor surprise: the person who 
did best, so far, isn’t a pricing expert. The person is a market-re-
search practitioner.

It’s humbling and perhaps infuriating that we don’t know what 
will work. We may assume solace in thinking that we do know 
what’ll work in our industries, and those Ailing, Fast Growth, and 
Mature industries are pretty weird. Maybe that’s true, but I don’t 
think so. And I’ll end by asking one more annoying question: if 
we’re so good at pricing, where do price wars come from?

Endnotes

1 http://whatifyourstrategy.com/2009/08/31/376/
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T
he Professional Pricing Society has been surveying the 
pricing community periodically since 1998.

In December, 2009 we again surveyed pricers and 
received 917 responses – slightly more than our Year 

End 2006 survey and significantly more than previous surveys. 
For the first time, we have considerable data in currencies other 
than the US Dollar, as many responses referenced Euro or Ca-
nadian dollar amounts.

The survey results are widely used as benchmarks for a variety of 
pricing queries: salaries, reporting structures, career opportuni-
ties, and key components of job satisfaction from both positive 
and negative standpoints. Our organization acquires survey data 
as a service to our members and the pricing space at large. We 
hope that this information provides a good synopsis of where 
pricing stands as a career option.

Pricing 
Demographics
Most survey respondents 
are from medium-large to 
very large companies: 33% 
work for companies with 
annual revenues over $5 
billion and 42% have reve-
nues between $500 million 
and $5 billion. Only 9% of 
pricers are from companies 
with revenue of $50 mil-
lion or less.

The number of employees 
in the respondents’ com-
panies devoted primarily 
to pricing is rather similar 
to previous surveys, but 
there is a trend toward 
larger numbers of pricing 
professionals: 37% of re-
spondents have fewer than 
10 pricing people, 35% 
have 10 to 50 pricers, 11% 

are in the 50-100 employee range and 17% employee more than 
100 who are primarily pricing people.

Salaries
All categories of pricers’ salaries increased since our last survey, but 
the Analyst and Vice President levels had much higher increases 
than the Manager and Director levels (see Figure 1).

American Pricing Analysts reported an average salary of $72,536 
for a 4.5% increase per year since our last survey. For European 
Pricing Analysts, the average was €48,867 and for Canadian 
Pricing Analysts, the average was C$65,440.

Pricing Managers’ average annual salaries increased to $97,726 
for a 1.8% increase per year. European Managers claimed 
annual compensation of €68,979 and for Canadian Man-
agers it was C$82,552. Directors reported the smallest an-
nual salary gains – their average of $135,831 represents only 

PPS Year End 2009 Survey of Today’s 

The Professional Pricing Society’s December 2009 survey of pric-
ing professionals reveals some surprises and also demonstrates 
that some other trends are continuing as the pricing discipline 
evolves. According to the survey, pricing salaries are increasing 
overall, but some titles and certain industries have much greater 
gains than others. For more information about this and other 
surveys, contact PPS at info@pricingsociety.com.

Figure 1: Salary Excluding Bonuses by Title
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a 1.0% increase per year. 
European Directors aver-
aged €106,166 and Cana-
dian Directors averaged 
C$131,333.

The largest salary increases 
went to those at the high-
est levels. Vice Presidents 
reported an average salary 
of $196,459 – a 5.3% in-
crease per year since our 
last survey.

Across all categories and 
regardless of title, the av-
erage pricer now earns 
$113,028 – ref lecting a 
growth rate of 3.8% per 
year versus previous find-
ings.

Salary Trends by 
Industry
There is a wide range of 
salary changes by industry 
according to our survey 
respondents. Healthcare / 
Pharma reported the high-
est average salaries across all 
job titles at $131,623 for a 
6.8% annual increase ver-
sus the most recent survey. 
The largest salary gain was 
a 9.7% increase per year to 
$124,040 for those in Ser-
vices. Transportation, B2B, 
and High-Tech firms all re-
ported less than 1% salary 
growth per year (please see 
Figure 2).

Changes in Job 
Title Mix
As Pricing continues to 
grow in importance and 
visibility, there has been a significant increase in pricers with 
more senior titles. Vice Presidents, General Managers, and Di-
rectors have increased to 35% of all pricers, 6 percentage points 
higher than the previous survey. Managers represent 41% and 
Analysts represent 21% of all pricers – both titles show a slight 
decrease (please see Figure 3).

Reporting Structures and Experience in 
Pricing
Additional survey data also shows that Pricing is gathering more 
attention from those at the top of the corporate ladder. Of all 
pricing professionals, 24.9% report directly to senior manage-
ment – almost 4 points higher than 3 years ago. The most com-
mon reporting structure is still within Marketing departments, 

Pricing Professional

Figure 2: Average Pricer Salary by Industry

Figure 3: Job Title Distribution amongst Pricing Professionals
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but the 34.1% who report to Marketing is two points lower than 
the previous survey. Finance departments are the third largest 
reporting structure – 19.4% reflects a slight decrease. 10.8% state 
that they report to Sales departments – a less than 1% increase 
(please see Figure 4).

When it comes to experience, 6% claim that they are relatively 
new to pricing or have less than 2 years’ experience; 41% have 
two years to five years experience; 28% have six to ten years’ ex-
perience and 25% report 11 years or more in pricing.

Overall Job Satisfaction
This is the 3rd time we have surveyed how satisfied pricing pro-
fessionals are and asked about their unmet wants and needs. On 
a scale of 1 (very dissatisfied) to 5 (very satisfied), pricing profes-
sionals rated their jobs 3.63 – this is a slight decrease to the 3.69 
overall average reported in the previous survey. General Man-
agers had the highest overall satisfaction (3.76) closely followed 
by Vice Presidents (3.71) and Directors (3.69). Managers rated 
their satisfaction 3.66 on average and Analysts had the lowest 

job satisfaction rating at 
3.39, therefore there was 
almost a direct correlation 
between more senior job 
titles and higher job satis-
faction.

Other Elements 
within Job 
Satisfaction
We asked pricers to rate 
their feelings about certain 
elements within the pricing 
profession. 87% (a 3% in-
crease) reported satisfaction 
in knowing that pricing is 
vitally important to their 
company; 70% find their 
careers challenging; 61% 
claimed that their jobs were 
intellectually stimulating, 
but 45% felt that they were 
underappreciated by their 
firms.

39% are either dissatisfied or very dissatisfied with the training 
options provided by their company and 27% are dissatisfied or 
very dissatisfied with the recognition and acknowledgement that 
they receive from employers.

The highest rated elements of job satisfaction were the effective-
ness of communication within your immediate pricing group 
(3.92 out of 5) and the amount of influence you have in deter-
mining how you carry out your job (3.77).

The most satisfying job aspect for pricers was increasing the 
company bottom line and the least satisfying was dealing with 
corporate politics.

When asked how to improve their situation, many pricers re-
flected on the need for more training, higher levels of staffing, 
effective communications, and stronger leadership to increase 
performance and satisfaction.

Figure 4: Which Area Does the Pricing Function Report To?






