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Falling Oil Prices Don’t  
Make OPEC Irrelevant

As prices continue to decline, it’s easy 
believe that OPEC is weakening and 
cheap oil will be the norm. Don’t do 
so. OPEC remains relevant, as the 
author explains. Rafi Mohammed is 
the founder of Culture of Profit LLC, 
a Cambridge, Massachusetts-based 
company that helps businesses devel-
op and improve their pricing strat-
egy, and author of The 1% Wind-
fall: How Successful Companies 
Use Profit to Profit and Grow. This 
article originally appeared on the 
Harvard Business Review web site at 
HBR.org.
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W e typically think about 
collusion as leading to 
higher prices, which is 
obviously bad for con-

sumers. However, a strategic cartel can 
be just as systematic and smart about 
lowering prices, which hurts in differ-
ent ways. The Organization of Petro-
leum Exporting Countries (OPEC), for 
instance, has orchestrated prices both up 
and down with the ultimate goal of reap-
ing the highest profit.

OPEC is predominantly known for its 
influence in raising prices. For example, 
in retaliation for supporting Israel in its 
Arab conflict, the 12-member coalition 
which today controls roughly 40% of oil 
production embargoed oil exports to the 
U.S. between October 1973 and March 
1974. This led to shortages, and crude 
prices jumped from $3 to around $12 
per barrel. OPEC has since been pivotal 
to oil prices peaking at $147 per barrel 
in 2008. In contrast, however, OPEC 

has overseen the recent 40% collapse of 
Brent crude oil prices, which recently 
dipped below $65 per barrel.

It’s fair to ask, with oil prices severely 
declining, what’s the big deal? Consum-
ers definitely benefit from $2.50 a gallon 
gas. The New York Post has even gone 
so far as to write an op-ed titled “OPEC 
Rocks.” Call me a cynic, but it’s hard 
to understand why OPEC is encourag-
ing this precipitous price fall. After all, 
its members are counting on high prices. 
Saudi Arabia, for instance, has planned 
its budget based on oil being at $95 per 
barrel, while Iran was banking on $135 
per barrel.

All signs of the recent oil price drop 
point to what I call bully pricing. Due 
to advances in shale oil drilling tech-
niques, the United States has surpassed 
both Saudi Arabia and Russia to become 
the largest oil producing country. 

http://www.pricingsociety.com
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To be clear, had oil prices 
collapsed without any type 
of coordination, that’s okay – 
that’s the market. The critical 
difference is this price drop 
has occurred due to the 
actions of a cartel.

The challenge of wringing oil from shale 
rock is its high production costs, which 
range between $50 and $100 per barrel. 
If oil prices drop, current production will 
suffer. However, the long-lasting effect 
is reduced investment in future shale oil 
production. The long-term result: high-
er oil prices. Think about it: even if oil 
prices rebound and building new shale 
oil production appears profitable, inves-
tors will be wary. After this recent show 
of might, who wants to fight OPEC?

Economists and regulators have long 
viewed collusion as a one-way upward 
path to higher prices. However in high 
fixed cost industries, rock bottom bully 
prices can be a profitable detour in the 
pursuit of higher long run prices. To be 
clear, had oil prices collapsed without 
any type of coordination, that’s okay – 
that’s the market. The critical difference 
is this price drop has occurred due to the 
actions of a cartel.

Collusion amongst rivals is the cardi-
nal sin of antitrust law and vigorously 
pursued by government authorities. For 
instance, Apple recently settled out of 
court after being accused of coordinat-
ing prices amongst five major publishers. 
Google (and Apple) recently settled gov-
ernment charges of colluding over hiring 
practices. There even was a movie (“The 
Informant”) starring Matt Damon that 
detailed the price fixing scandal at Ar-
cher Daniels Midland (ADM). This col-

lusion resulted in prices of Ly-
sine (an animal feed additive) 
rising by 70% in 6 months. To 
settle the case, ADM paid a 
$100 million fine and three of 
its executives went to jail.

While Ali Al-Naimi, the Saudi 
Arabia Minister of Petroleum, 
grinningly refers to OPEC as 
an “organization” as opposed 
to a cartel, the evidence points 
the other way. The stated ob-
jectives of OPEC include vers-
es such as “coordination and 
unification of the petroleum 
policies of Member Countries,” 
and “devise ways and means 
of ensuring the stabilization of 
prices in international oil mar-
kets.” 

While it’s easy to bash OPEC, 
its existence is understandable. 
A commodity – oil – drives the 
economies of member coun-
tries and they want to prevent 
price wars. OPEC remains in 
business because countries are 
wary of taking diplomatic ac-
tion as well as sovereign im-
munity which protects foreign countries 
from civil and criminal prosecution.

As prices continue to decline, it’s easy 
to slip into a lulled belief that OPEC 
is weakening and cheap oil will be the 

norm. Don’t do so. OPEC remains rele-
vant. An often overlooked effect of collu-
sion is the seemingly contrarian strategy 
of lowering prices. The “no free lunch” 
axiom applies to cartels too. Higher oil 
prices are on the horizon.

http://www.pricingsociety.com
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A commercial policy, if well structured, 

tends to bring many benefits to the 

companies that have implemented it. In 

this article, the authors present strate-

gies for successful information as well as 

supporting research. Manuel Osorio is 

a partner with Simon-Kucher & Part-

ners covering the Latin America offices. 

He has more than 15 years of experi-

ence in strategy and marketing consult-

ing, focusing on developing commercial 

strategies and improving pricing pro-

cesses for global corporations. He can be 

reached at manuel.osorio@simon-kuch-

er.com. Rafael Gimenes is a consultant 

at Simon-Kucher’s São Paulo office. He 

has vast experience in pricing, commer-

cial policy, sales and marketing projects. 

He can be reached at rafael.gimenes@

simon-kucher.com.

Commercial Policy: Benchmarks and Best 
Practices in the Brazilian Market 

CONTINUED ON NEXT PAGE �

Think about the current com-
mercial policy, sales process 
and implementation strategy 
at your company:

• Are the criteria for granting dis-
counts, rebates and bonuses not 
clear?

• Do discount and rebate amounts not 
follow previously defined rules?

• Is the customer’s performance not 
taken into account in commercial 
decisions, generating huge price/dis-
count gaps?

• Do terms and conditions vary signif-
icantly among customers of the same 
segment or channel?

• Does the sales force have total auton-
omy in negotiating investments on 
its customers and is the vast majority 
of the investments budget under the 
sales team’s responsibility?

• Are products discounted by the same 
amount, regardless of their value or 
the category to which they belong?

• Is the price positioning among sales 
channels not clearly defined, creat-
ing conflicts and market inconsisten-
cies?

If you identify yourself with the situation 
described above, it may be time to revise 
some of your commercial concepts.

Granting discounts and investments 
based upon negotiations or agreements 
with subjective criteria of sales teams has 
been a common industry practice over 
the years in Brazil. 

With some frequency, many companies 
report they are weaker in comparison to 
their customers, i.e., they believe the bar-
gaining power is completely on the side 
of those who purchase their products.

Recently, many enterprises have been 
trying to change this by implementing 
new commercial policy guidelines. Via 
a pay-for-performance (P4P) system, it 
is possible for companies to extract a 
better performance from their custom-
ers according to clear and well-defined 
criteria. 

In summary, the better the partnership 

between the company and the customer, 
the higher the remuneration for custom-
ers will be when they purchase products 
or services.

Commercial policy 
sophistication levels
We can classify the existing commercial 
policy of a company into three different 
sophistication levels:

Basic:

• Each sales rep negotiates discounts 
and investments based on his or her 
gut feelings. There are neither levels 
nor predefined patterns for granting 
discounts. Subjective criteria of the 
sales team supports every commer-
cial decision.

• Customer segmentation and product 
portfolio are not taken into account 
in investment decisions on custom-
ers.

• Usually, the most powerful custom-
ers receive the higher investment 
amounts; that is, who shouts the 
loudest, wins the prize.

Standard:

• There are general guidelines for dis-
counts. However, they lack specific 
rules and criteria.

• Exceptions to the general guidelines 
happen often.

• There is no visibility on all the grant-
ed discounts and there is still some 
channel conflict.

• Commercial decisions usually do not 
take into account the customer’s per-
formance.

http://www.pricingsociety.com
mailto:rafael.gimenes%40simon-kucher.com?subject=
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Sophisticated:

• The commercial policy is aligned 
with the strategy of the company, 
fostering customer behavior that is 
coherent with this strategy.

• There are specific guidelines depend-
ing on the negotiation and invest-
ment type (discount, rebate, bonus, 
free products, etc.).

• Criteria are clear, transparent, for-
malized and socialized within the 
organization.

• Exceptions are rare (< 10% of orders) 
and there are well-defined limits for 
discount approval.

• Discount limits are established by 
customer segment and product cat-
egory.

• A price positioning that is clear and 
coherent with market dynamics 
minimizes channel conflicts.

• Terms and conditions are linked to 
customers’ counter performances 
(Meritocracy).

• There is an effective discount and 
margins monitoring system, with 
pricing specific indicators, such as 
price waterfalls, adherence to com-
mercial policy, price gaps, etc.

• The rules are clear to all customers. 
This creates a feeling of fairness and 
credibility among them.

• Existing price gaps are controlled 
and justifiable (in this case, price 
gaps are healthy and desirable).

• Value proposition, rather than price, 
is the focus of sales.

• The policy is a win-win mechanism. 
The adherent customers will receive 
the best terms and conditions.

In summary, an efficient commercial 
policy has to be:

1. Ethical, clear and transparent, be-
ing equally valid to all customers 
and not allowing for misinterpreta-
tions.

2. Based on counter performances — 
the concession of investments hap-
pens only upon the customer’s com-
pliance with predetermined rules.

3. A reflection of the company’s 
strategy — the commercial policy 
drivers have to be aligned with the 
strategic interests. For example, if 
the company wants to increase its 
market share, a sales volume driver 
might be suitable. If profitability is 
the focus, margin targets are more 
adequate.

4. Measurable, allowing for monitor-
ing over time and not depending on 
subjectivity of the team responsible 
for the commercial policy.

5. Aligned with the chain’s interests, 
that is, the counter performances 
should reflect the role of each cus-
tomer. For example, the counter 
performances of a distributor can be 
different from the ones of a specialist 
retailer. Moreover, channel conflicts 
should be avoided.

6. Implementable in systems - this is 
a prerequisite, since the commercial 
policy control cannot be manual.

7. Revised periodically - pricing is 
very dynamic.

What are the companies 
that implemented a new 
commercial policy doing?
We recently performed a benchmark-
ing study on companies that have imple-
mented a pay-for-performance commer-
cial policy.

The results revealed that the main 
drivers used in the commercial policy 
were:

• Sell in: The customers have to meet 
a determined purchase target. In a 
more mature stage, there might be 

targets per product category. This 
type of counter performance helps 
the company to increase its business 
volume.

• Growth: It is actually an evolution 
of the previous driver. By establish-
ing comparable sales growth targets, 
the company ensures the continu-
ous growth of its customers. Usually, 
growth targets refer to long term 
(e.g. annual), and are often rebates, 
not discounts.

• Sellout: Customers have to meet 
sales targets to the end consumers or 
to the following chain link (in the 
case of distributors or wholesalers). 
Although it is harder to implement 
this driver, sellout guarantees the 
presence of the product in its final 
destination and prevents the exis-
tence of massive stocks.

• Payment: Customer receives dis-
counts if they pay for the products 
or services within a predefined term. 
This driver helps keep the cash flow 
healthy.

• Mix agreement: Many organiza-
tions work with different product 
categories, and it is natural that 
some are more profitable than oth-
ers. By establishing a product mix 
agreement with customers, the com-
pany seeks to increase its profitabil-
ity, prioritizing the strategic product 
categories.

• Logistics: Customers that do not 
use pallets and/or order full truck-
loads contribute to the improvement 
of the logistics operation.

• Distribution: Frequently used with 
distributors, this driver increases the 
presence of products across a greater 
number of points of sales.

• Adherence to suggested retail 
price ranges: The suggested retail 
price helps to strengthen the posi-
tioning of the products in the mar-
ket. It is commonly known that 

http://www.pricingsociety.com
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Figure 1: Maximum and minimum investment levels (based on gross price)

forcing the customers to adhere to 
a retail price is not legally allowed. 
However, it is beneficial to foster the 
customers who charge prices close to 
the ideal ones.

It is also interesting to observe the maxi-
mum and minimum investment (dis-
count or rebates) levels applied by the 
companies that implemented the above-
mentioned drivers.

Figure 1 above shows that sell in and 
sellout drivers can reach up to 6% at the 
companies that implemented them. On 
the other hand, companies that applied 
payment, mix agreement or distribution 
drivers invested a minimum of 1%. Oth-
er drivers such as sell in, growth, logistics 
and adherence to SRP had a minimum 
investment of 2% of gross prices.

This is evidence that many companies 
have been considering the sales volume 
and proximity to the end consumer as 
strategic factors for their business.

The benchmark study also analyzed the 
split of investments between pay-for-per-
formance investments and purely given 
investments, without any related counter 
performance.

One can observe that the company that 
has applied the least pay-for-performance 

principles had approximately 20% of its 
total investments linked to counter per-
formances.

On the other hand, the company that 
has had a higher proportion of pay-for-
performance investments had 85% of all 
its discounts, rebates and bonuses based 
on customers’ counter performances 
(Figure 2).

Although 85% seems to be, at first sight, 
far from the ideal situation, we recom-
mend that part of the total investments 
stay with the sales force, yet in a well-
controlled and monitored manner. The 
reason is that the sales reps’ expertise can 
often bring positive results in some spe-
cific negotiations.

Main conclusion
It is evident that a commercial policy, 
if well structured, tends to bring many 
benefits to the companies that have im-
plemented it. Usually, customers receive 
a more transparent and clear commercial 
policy with enthusiasm and understand 
what they need to do in order to acquire 
better commercial terms and conditions. 
Further, studies show that some cus-
tomers would accept even higher prices 
if they are sure the conditions are the 
same for all the competitors. Moreover, 
the implementation often brings perfor-
mance improvements in the chosen driv-

ers in the medium-term.

Nevertheless, some points have to be 
highlighted in order to ensure a smooth 
execution of the new commercial policy:

• Start the implementation with 
smaller customers: Usually, bigger 
customers are those who currently 
have the higher terms and condi-
tions. Gain implementation experi-
ence beginning with the less strate-
gic customers so there is not as much 
damage to sales if they do not accept 
the new rules. Create a phased strat-
egy to carry out over the medium- to 
long-term for the biggest and most 
impacted customers, defining feasi-
ble targets that do not risk the busi-
ness. Assess the bargaining power of 
each customer and prepare yourself 
in advance for the negotiations. De-
fine gradual and realistic targets to 
bring the customers step-by-step to 
the new policy. Define a hierarchy of 
concessions that you could offer to 
the customer during the negotiation. 
Define minimum prices (walkaway 
price). Stay firm and compliant with 
the commercial policy.

• Simplify the commercial policy 
in less mature markets: Not all 
the markets and segments are used 

CONTINUED ON NEXT PAGE �
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Figure 2to pay-for-performance commercial 
policies. Using a reduced number of 
drivers and simple and direct tar-
gets will help customers that never 
worked with pay-for-performance 
principles to better adapt to the new 
commercial policy.

• Market leaders have a more sig-
nificant bargaining power: If your 
company is a market leader, use 
this to your advantage and estab-
lish challenging drivers and targets 
for your customers. If you are not a 
market leader, implement the new 
commercial policy in steps and es-
tablish challenging counter perfor-
mances over the time. It is most im-
portant to stay firm during turbulent 
periods and not let exceptions drive 
your commercial policy.

• Train your team: The implementa-
tion of a new commercial policy of-
ten requires a cultural change at the 
company.

• Define communication plans (in-

ternal and external) in compliance 
with laws.

• Develop tools / support material 
for your team

• Prepare yourself for turbulence 
after the transition but do not give 
up your defined plans and strat-
egy.

http://www.pricingsociety.com
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Seven Discounting Tactics That Don’t  
Put Your Pricing Strategy at Risk

Excessive discounting is a guaranteed 

way for weakening the perceived val-

ue of your products and services, but 

when used in an appropriate context, 

discounting has the power to support 

value perception, as the author ex-

plains. Russ Chadinha serves as PROS 

senior product marketing manager for 

Sales Effectiveness products. He can be 

reached at rchadinha@pros.com.

Excessive discounting is a sure 
way to undermine revenue and 
weaken the perceived value of 
your products and services, be-

cause it distorts the relationship between 
price and quality. That’s why many com-
panies are turning to pricing strategy 
and price optimization technology to 
control excessive discounting.

But does that mean all discounting is 
evil? In B2C sales, discounting that’s too 
steep or too frequent sends the message 
to customers that a product isn’t worth 
full price. People that paid full price feel 
cheated if you start selling it the next 
week for 50 percent off. Apple is a great 
example of how to support the value of 
products by limiting discounts.

And we’ve all seen retail stores that offer 
discounts too frequently — they always 
seem to be pushing a big sale. While this 
strategy may help in the short term for 
month-end inventory reduction, it trains 
customers to hold off on making pur-
chases until the next sale comes around.

In B2B sales, it’s a mistake to offer dis-
counts too easily. Sales reps often use 
discounts to close a deal, but this strate-
gy sets a bad precedent. When a sales rep 
is quick to offer a discount, the customer 

smells blood and keeps pushing for lower 
and lower prices.

On the other hand, when discounting 
is used in an appropriate context, it has 
the power to support the perceived value 
of products and services. For example, 
when a high-end retailer runs a rare sale, 
it makes consumers feel like they’re get-
ting a great deal on something of high 
value. It feels good when you’re able to 
afford an item that you normally per-
ceive as outside your budget. While this 
strategy is most prevalent in the B2C 
space, it’s increasingly common in B2B 
contexts.

Here are seven discounting tactics for 
achieving specific goals, without under-
mining your pricing strategy:

1. Improving cash flow: Offering a dis-
count is a great way to give your buyers 
an incentive to pay you early. If you have 
60-day terms for invoices, you might 
consider offering a two percent discount 
for payments received within 30 days. 
This gives your buyer a meaningful fi-
nancial advantage and improves your 
revenue management by accelerating 
payments. 
 
2. Solving problems: When an un-
happy customer calls in with a specific 
complaint, offering a discount, refund 
or some other reduced pricing may be an 
effective way to resolve the issue and re-
tain a valuable customer. 
 
3. Reducing excess products and old 
inventory: When you’re dealing with 
seasonal products or perishable items 
with limited shelf life, it may be more 
advantageous to sell off stock than to 
keep your prices high. Consider dis-
counts to move these products and avoid 
steep discounts and inventory obsoles-
cence charges when the new product is 
available. 
 
4. Breaking into new markets and 

building loyalty: When you’re expand-
ing into a new market, discounts and 
loss leaders offer ways to generate interest 
and motivate buyers to try a new prod-
uct. Discounts are also useful as ways to 
build customer loyalty in target markets, 
such as seniors, students and military 
personnel. 
 
5. Accelerating the sales cycle: Time-
sensitive discounts help speed up sales 
with offers like, “Buy this quarter and we 
can extend a 10 percent discount.” 
 
6. Driving volume: A common strategy 
in the B2B space is to extend financial 
opportunities across your customer’s var-
ious business units. If you have a large, 
global customer that’s going to buy thou-
sands of items, offering a large discount 
is useful for winning the business. This 
approach can fill capacity and increase 
purchasing power with suppliers, trans-
lating into lower costs across all custom-
ers purchasing those products. 
 
7. Addressing a competitive threat: 
Companies in the B2B space try to avoid 
discounting, but this also creates a pos-
sible entry point for competitors. If a 
competitor is using lower prices to cap-
ture your market share, you may want to 
consider strategic discounts for customer 
retention and keep barriers to entry high.

As these seven examples show, discount-
ing is an effective tactic for achieving 
specific goals in specific situations. When 
used carefully as part of your larger pric-
ing strategy, you reduce the risk of dis-
torting the relationship between the 
value you provide and the prices your 
customers expect.

By imposing pricing discipline, you’re 
training your customers to expect to 
get what they pay for, instead of expect-
ing a lot of quality for a low price. And 
when you maintain your pricing consis-
tently over time, customers learn to trust 
you for quality and fair prices.

http://www.pricingsociety.com
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Pricing and Early Stage Marketing 
After initial sales growth, new prod-
ucts often find themselves facing a 
plateau. Many companies immediately 
jump to the conclusion that there must 
be a problem with the pricing, which 
is not the case. In this article, the au-
thor presents strategies for these situa-
tions, referred to as Early Stage Mar-
keting. Along with being a Manager at 
Wiglaf Pricing, Dennis is an Adjunct 
Lecturer at SIM University and Re-
public Polytechnic, both in Singapore. 
He can be reached at dennisng@wig-
lafpricing.com.

Product pricing for new products 
is challenging. Start-ups often 
have strong patents covering 
their “first-in-the-world” prod-

ucts. They have high hopes of custom-
ers banging down their doors to get their 
hands on the new product, and they’ve 
spent many hours in R&D creating their 
invention to solve a need in the world.

After the initial sales growth, the new 
product suddenly finds itself facing a 
plateau in sales growth. So the natu-
ral question to ask is what are we do-
ing wrong? Did we set a price too high? 
Should we lower our prices?

Fortunately there are strategies for such 
situations, called early stage marketing. 
But firstly, how do you identify if you are 
in such a situation? Here are four ways:

How New Is New?
Not all new products are really new. 
According to Booz, Allen & Hamilton 
(New Products Management for the 
1980s, New York, 1982) their survey of 
700 U.S. businesses found that the prod-
ucts introduced by those businesses were 
not equally “new.” The study identified 
six categories of new products based on 
their degree of newness as perceived by 
both the company and the customers:

1. New-To-The-World products – true 
innovations that are new to both the 
business and the market segment (e.g. 
electric car) 
 
2. New Product Lines – a product cate-
gory that is new for the company but not 
new to target customers (e.g. hybrid cars) 
 
3. Additions to Existing Product Lines 
– new to the company but familiar to 
the target market (e.g. a Mercedes A190 
small car) 
 
4. Revisions of Existing Products – 
functional improvements to an existing 
product that is already familiar to the 
target market (e.g. modest revision to the 
Ford Falcon) 
 
5. Repositionings – an existing product 
but re-positioned to a new market seg-
ment (e.g. BMW Mini Cooper) 
 
6. Cost Reductions – product modifica-
tions providing a similar product but at a 
lower cost

Our discussion primarily focuses on the 
really new products — products that are 
facing a new market. Therefore, the two 
categories of interest are the first cat-
egory — new-to-the-world products — 
these are new both to the business and 
the market, and the fifth category — a 
product repositioning towards a new seg-
ment. These two instances would likely 
give rise to situations where a market has 
to learn how to use the product in its 
intended form. According to the study, 
the percentages of new products that fall 
into these two categories are 10 percent 
and 7 percent respectively. Does your 
product fall into these categories?

Category Selling Needed
The need to sell the category before the 
product is also another symptom of early 
stage marketing. For instance, before a 
salesperson can even talk about his elec-
tric car X he has to spend considerable 
amount of time convincing his potential 
customer of the benefits of owning elec-

tric cars in general. But it is often that 
once he succeeds in selling the category, 
the sales of his product is easy since it is 
the only alternative in that category.

Alternatives Are Vague
Another sign of early stage marketing is 
that customers, when asked about alter-
natives they considered before buying 
your product, will give vague answers 
like “Oh I did not consider any alter-
native at all….” Or they may even be 
stumped by the question and not provide 
any answers at all.

Do Nothing
What these answers suggest is that there 
were really no alternatives in the cus-
tomer’s consideration set. In fact, the real 
alternative is doing nothing. Sometimes 
customers would answer, “If I did not 
buy your product then I would probably 
just use the old fashioned manual way 
of___, which I’d rather not do…” The 
“rather not do” answer is another give-
away that the real alternative is to “do 
nothing”.

And that’s really what’s causing the slow 
growth – doing nothing. Customers put 
off the buying decision until they are ap-
propriately educated on the benefits of 
the category. Then, and only then will 
they start seriously looking out for spe-
cific products within the category — like 
yours.

Being a first-mover has its advantages – 
order of entry and market share is caus-
ally related (Urban and Star, 1991). Un-
fortunately just being the first to enter 
a market does not necessarily guarantee 
the benefits of a first-mover. The fac-
tors involved in enjoying the benefits of 
a first-mover are usually more complex 
(First-Mover Advantage: A Synthesis, 
Conceptual Framework, an Research 
Propositions, Kerin, Rajan & Peterson, 
Journal of Marketing, October 1992).

There are clear and progressive strategies 
that you can take to capitalize on the 
situation and move forward decisively.
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Remembering Dan Nimer 
By Gerald Smith

Dear Friends, I am sad to re-
port that good friend and 
pricing pioneer Dan Nimer 
passed away January 9, 2015. 

He was 93. He is survived by his wife 
Clare, two children, two grandchildren, 
and seven great-grand children. Dan was 
pricing’s first pioneering thought leader 
and influenced some of our earliest think-
ing in the field of pricing, spawning ideas 
that have grown into today’s broad field 
of managerial pricing theory and prac-
tice: value-based pricing, financial analy-
sis of pricing, costing for pricing, and 
price sensitivity, among others. Dan was 
trained in economic theory, learned pric-
ing in the trenches of the real world of the 
1950s and 1960s, and then embarked on 
a long career of pricing thought leadership 
through his involvement in pricing educa-
tion at universities and public and private 
pricing seminars throughout the world for 
the latter half of the 20th century and the 
first decade of the 21st. 

Regarding value he taught early in his 
career: “The purpose of price is not to re-
cover cost, but to capture the value of the 
‘product’ in the mind of the customer.” 
Regarding costing he said: “Nothing af-
fects price unless it affects demand or sup-
ply. The factors that influence either shift 
the curve or change its slope; if they don’t 
do either, they have no relevance to the 
pricing decision.” Regarding price sensi-
tivity he said: “This situation might lead 
to the assumption that ‘we’re overpriced.’ 
This is not necessarily true – it may be that 
you are undervalued, or under-promoted, 
under-differentiated, or you have failed 
to properly segment the market or commu-
nicate your value. Try correcting all these 
things before you lower the price.”

Dan was founder and President of The 
DNA Group, Inc., a consulting firm 
specializing in the development of value-
driven pricing, marketing and planning 
strategies. He developed a systematic and 

logical approach to the formulation of 
pricing objectives, strategies and tactics 
that was presented to most of the For-
tune 500 companies in the United States 
and to more than 2,000 senior manage-
ment executives of some of the largest 
companies in Canada, Europe and Mex-
ico. He delivered speeches and seminars 
in a variety of companies and industries, 
along with private or-
ganizations such as 
the YPO, The Execu-
tive Committee and a 
number of international 
symposiums. The U.S. 
State Department spon-
sored a conference in 
Sweden conducted by 
Mr. Nimer on the sub-
jects of international 
marketing and corpo-
rate planning.

For his lifetime con-
tribution to pricing he 
was given the Pricer of 
the Year award in 1996 
by the Institute for In-
ternational Research at 
its annual Pricex Con-
ference; it was then re-
named the Dan Nimer 
Award and presented 
annually to pricing leaders for their re-
spective contributions to pricing.

Author Englebert Kirchner wrote of 
Dan: “There must have been a time 
when Dan Nimer was not interested in 
prices, but obviously that was long ago. 
He was already well into his favorite sub-
ject in 1959, when as manager of budgets 
and sales forecasting for Zenith Sales 
Corp. (a division of Zenith Radio) he got 
his first chance to act on his conviction 
that pricing offers far more opportuni-
ties for managerial ingenuity than most 
businessmen realize. His move in 1963 
to Canteen Corp., which is in the food 
service business, may seem surprising 
at first glance but fits in perfectly with 

another principle in the Nimer canon: 
that the rules of intelligent pricing, as of 
intelligent management in general, are 
sufficiently basic to apply with equal va-
lidity to radios and to hot dogs (which is 
what Canteen sells at Yankee Stadium).

“In retrospect, it seems inevitable that 
Nimer’s zeal in the cause of better pric-

ing should have brought 
him to the lecture plat-
form, but actually it 
happened by accident, 
he says. In 1963, he had 
put his name down for 
an Industrial Education 
Institute seminar on sales 
forecasting but at the last 
moment discovered he 
couldn’t go. He wrote 
to IEI that he wanted 
at least the background 
material that had been 
offered as a feature of the 
seminar. When it didn’t 
come, he called up and 
somehow got connected 
with IEI’s president. By 
the time he had hung 
up, he had been asked to 
lecture on pricing un-
der IEI’s auspices. [Later 
he] added the American 

Management Association, the American 
Marketing Association, the Bank Market-
ing Association, and a number of Europe-
an organizations to the list of sponsors of 
his seminars on pricing, budgeting, mar-
keting, and corporate planning.

“In 2012 twenty-one of pricing’s fore-
most thought-leaders from around the 
world produced an edited book volume 
of papers designed to assess the present 
and future destiny of pricing, pricing 
innovation, and pricing paradigms that 
are influencing the evolution of pricing 
throughout the world. The book’s title: 
Visionary Pricing: Reflections and Advanc-
es in Honor of Dan Nimer. We will miss 
Dan, the father of modern-day pricing.”

Use this link (http://amzn.
to/1BhnzX6) to order your 
copy of Visionary Pricing: 
Reflections and Advances 
in Honor of Dan Nimer. 

A Tribute to a Pricing Pioneer from the Pricing Community 
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