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So you’ve just gotten the news: 
Your company is acquiring anoth-
er organization. That’s great, and 
you understand the combination 

will enable your company to reach more 
customers and bring more products to 
market to drive your customers’ success. 
You foresee the benefits that abound. 
And then it hits you: What do you do 
as a sales or pricing professional to bring 
the companies together? The integration 
comes with chaos, and you’re under pres-
sure to maintain revenue and margin 
targets.

On the other side of the coin, if you’re 
part of a company that’s being acquired, 
you’ll face similar challenges and will 
need to demonstrate the value of your 
group to the new company.

Many of us have been there. We’ve ei-
ther been part of an organization that 

acquired a company, or we’ve been ac-
quired. Both situations come with op-
portunities and challenges, and you’ll 
have to dig through the turmoil to reach 
the treasure that awaits you. I’ve had the 
opportunity to work with several cus-
tomers who have acquired new compa-
nies, and faced merging their pricing and 
sales processes, along with their software 
tools. I thought I’d share what I’ve seen 
and offer insights into how to make the 
situation work for you and your teams.

Communicate …  
again and again
To begin, there’s rarely too much com-
munication. In fact, on that front, the 
“less is more” theory should never be 
part of your playbook. Work across 
your organization to find a range of ve-
hicles to communicate change and to 
ensure messages are clearly understood. 
Whether it’s your internal communica-
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tions team, the marketing organization 
or other employee-facing or customer-
facing groups, use these stakeholders to 
help you successfully convey important 
components of your plan.

It’s also important to identify key mes-
sages for each group, understanding 
the information that’s relevant to them. 
Your sales team requires information 
that’s different from customers. Help 
each group comprehend how the merger 
will affect their day-to-day dealings with 
your team. Successful communications 
and change management planning will 
make your work easier, and more benefi-
cial and fulfilling in the long run.

Measuring success
Pricing and sales organizations can’t stop 
what they’re currently doing to get ready 
for the new organization, so it’s impor-
tant to continue to innovate and opti-
mize your opportunities. Now’s the time 
to update your goals and enhance your 
pricing strategies. In some organizations, 
we see paralysis set in – people enter the 
twilight zone, afraid to make 
decisions. Take time to docu-
ment your processes and goals, 
putting measures in place to 
ensure you’re in sync. 

Here’s a guide list to help you 
stay on track – and don’t be 
afraid to ask these questions:

• How will you measure success? And 
what is success anyway?

• Does the newly combined company 
have all the tools you need to measure 
success?

• When was the last time your organi-
zation reviewed key initiatives?

• Are your strategic pricing goals clearly 
articulated and understood?

• It’s important to be clear about objec-
tives and measurement. For example, 
what does it mean to “maintain mar-
gins with strategic customers”?

If you’re part of the acquired company, 
make sure you maintain your current 
processes and continue to innovate. The 
integration of two companies takes time. 
The more valuable you are now – and the 
better your results are during the acqui-
sition – will position you and your team 
once the acquisition is complete:

• Now’s the time to be sure your data is 
clean.

• You’ll want to focus and report on key 
metrics that are easily attainable.

• You’ll also want to list your top cus-
tomers and products by revenue, mar-
gin, product mix and cost to serve.

These will be crucially important metrics 
in the company and may shape strategy 
moving forward. With the integration of 
the new company, you’ll have a vehicle 
for users/stakeholders to get information, 
whether it’s a hotline, chat room or self-
service portal. It must be easy to get an-
swers to the questions they will have.

Train your teams
Training is essential. Plans must be in 
place to teach the new team about the 
tools and processes that will be retained 
after the merger. Training must be con-
tinuous and consistent, not just “one 
and done.” Reinforce the new dialogue 
through recordings and documentation 
so that users can easily get answers when 
they need them.

You’ll also want to work with customers 
on the forthcoming changes, whether it’s 
a different billing cycle, new and differ-
ent affiliations or even altered customer 
numbers. How you communicate the 
changes and work with customers now 
will set the stage for how they perceive 
your company.

Harmonize across the board
Product managers will be working to-
gether to “harmonize” products from 
the two companies, which means setting 
pricing strategies, determining which 
products to retire and what innovations 
to pursue. While product managers may 
set list prices and promotions, as well as 
market segmentations, your pricing team 
needs to be in sync with product manag-
ers. For example, let’s say you’re a manu-
facturer. Your pricing team must under-
stand the cost of raw materials, product 
line target prices and margin goals, as 
well as pricing on new products.

Also key to this merger/acquisition in-
tegration is harmonizing measures and 
strategies around profitability, sales and 
costs. Start quickly and focus on results, 
not perfection. Move forward in phases, 
aligning your KPIs and providing high-
level analytics that are pertinent to the 
newly combined company.  Next, begin 
combining customer and product infor-
mation. Once you are able to get your 
data into a logical form, you’ll be able 

to view KPIs and make well-in-
formed decisions. You’ll have time 
to merge product lines and cus-
tomer groups, but in the interim 
you’ll have a view into your new 
business and make better deci-
sions while you work to complete 
the integration.

There’s opportunity amidst the chaos 
Pricing, sales and product teams play 
a pivotal role in the integration of the 
two companies. As leaders, it is our re-
sponsibility to ensure we work through 
the chaos and get to the opportunity. 
Clear, measurable, accurately document-
ed goals are essential to the success of 
this merger or acquisition. Equally as im-
portant is effective change management, 
which aligns all the new stakeholders 
and users. The organization is changing, 
and everyone needs to understand their 
role to achieve success.

Being part of the solution – not an ob-
stacle to change – will heighten your val-
ue and provide a far more positive result.

Training must be continuous and 
consistent, not just “one and done.”
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In this article, the author explains 

that, when it comes to value pricing, 

the source of value is not in what you 

do, but it what the customer receives. 

Per Sjöfors is the Founder and CEO of 

Atenga, a global pricing and customer 

intelligence consulting firm. Prior to 

Atenga, Per had more than 25 years 

of executive management experience, 

and has founded and built a number 

of successful, and very profitable, sales 

and marketing companies in Europe 

and in the US. Per also co-founded the 

industry association G-SAM, and has 

published a number of articles in indus-

try press. He is a sought-after speaker at 

conferences. He can be reached at per@

atengacorp.com.

Price Performance Lesson  
from Alexander the Great 

The first question that Alexan-
der the Great asked when he 
came to the temple of Jupiter 
at Luxor was ‘What causes the 

Nile to rise?’ Julius Caesar said that the 
one thing he most wanted to know about 
the world was ‘Where was the source 
of the Nile?’ The Nile was (is) arguably 
the most important river in the world; 
it is certainly the longest. But while “ev-
erybody” knew about it, the location of 
its headwaters was not discovered un-
til 1859, and these explorations and the 
controversy that surrounded them cap-

tured the imagination of the Western 
World for much of the middle part of 
the 19th century. 
 
Similarly, “everybody” knows that it’s 
important to sell value rather than price.  
 
Some consultants even go so far as to list 
the elements of value (the same for every-
body): quality product, prompt delivery, 
low price, good service, a knowledgeable 
staff. The problem with this approach is 
twofold. First, if everyone is offering the 
same drivers, buyers will make their de-
cision based on price. Second, it ignores 
the concerns that individual buyers bring 
to the buying decision.  
 
People do not pay premium products 
and services because of what the prod-
ucts do. They pay for products and ser-
vices in order to solve a problem, or to 
generate a result. They make the effort 
to seek out a solution, or they respond to 
solicitations, because they have a vexing 
concern, and need to get it resolved. Try-
ing to spin generalizations about value, 
quality, good service into a defensible 
pricing strategy is doomed to defeat. 
There is a better way. 
 
Talking about value in such a general-
ized fashion is not helpful. It’s often 
trivial. Many management teams tell 
themselves that value is what they talk 
about. But, all too often, they present it 
in terms that almost anyone could use. 
The secret starting point is not in the 
focus on value as an abstraction. It’s 
the control of the sales process to drive 
focus on the customer’s problem, and 
your ability to solve it. 
 
When I was a young salesman selling 
computer services, I would often have 
sales conversations that began with the 
prospect saying “We need a report that 
...” I learned very quickly that a proposal 
for a system that produced the report the 
user described rarely won an order, even 

when it reduced the cost of preparing the 
report, promised less errors, and could 
be done much faster. And often, when 
it did, the customer was often unhappy 
with the result. 
 
I learned that I needed to probe deeper. 
“Why do you need the report? What 
problem are you trying to solve?” I 
learned that the customer him (her) self 
usually knew they had a problem, but 
struggled to describe it in a useful way. 
To get at the real problem—the headwa-
ter for his/her perception of value — I 
had to control the sales conversation, ask 
the right questions, dig deeper, and un-
cover the real problem that would get the 
prospect to buy. 
 
I’d like to say I figured this out on my 
own, but the fact is that my manager 
was singularly helpful. Week after week, 
in our one-on-one meetings, I’d walk in 
with a pipeline and tell him why I was 
going to beat the heck out of quota. I’d 
explain how this customer wanted this 
report and would pay an acceptable price 
for a system that would prepare it for 
him. I’d tell him how much it was cost-
ing the customer to prepare the report 
now, and how the savings were so com-
pelling that the customer was certain 
to buy. And, week after week, he’d ask 
me the same questions (I guess I was a 
slow learner). Why does the customer 
need the report? Who else reads it? What 
problem does it solve that is important to 
the company as a whole? Who owns the 
problem? What happens if they contin-
ue to prepare it manually? How can we 
make our solution so compelling that the 
customer will pay more than he’s being 
offered from a competitor?  
 
Finally I learned the location of the 
headwaters of price performance. I 
learned that the source of value is not in 
what we did, it’s what the customer re-
ceived, which was a very different thing.
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In this article, the authors outline three 
strategic implications for Pharma and 
Biotech in India resulting from the 
Drug Price Control Order (DPCO). 
Although focused on India’s pharma-
ceutical market, this article presents 
pricing perspectives that can be applied 
in multiple industries and markets. 
Ram Subramanian is a Director in the 
life science practice of Simon-Kucher 
& Partners in Boston. He specializes 
in strategic marketing, access planning, 
pricing, and reimbursement of phar-
maceuticals, biotechnology therapies, 
and medical devices (ram.subrama-
nian@simon-kucher.com or via twit-
ter: @2RamSubramanian). Dr. Nikhil 
Mutyal is a Consultant in the life sci-
ences practice and specializes in strategic 
development, value planning, position-
ing, pricing, and market access (nikhil.
mutyal@simon-kucher.com). Emma 
Nechamkin is a Consultant in the life 
science practice in Boston and works 
on strategic marketing, pricing, value 
message testing, and reimbursement of 
pharmaceuticals and medical devices 
(emma.nechamkin@simon-kucher.
com). A version of this article previously 
ran in the April 2014 issue of “Phar-
maceutical Executive Magazine.”

Are Market-Based Pharmaceutical  
Price Controls the New Reality in India?

India’s Department of Pharmaceuti-
cals (DoP) released the Drug Price 
Control Order (DPCO) in May 
2013. It increases the number of 

medicines on the National List of Essen-
tial Medicines (NLEM) from 74 to 348 
and offers new paradigms for determin-
ing and enforcing price ceilings while 
maintaining stable drug supply.

The effects of the DPCO are substantial. 
Pharmaceutical and biotechnology com-
panies that do business in India need to 
carefully evaluate the consequences of 
this legislation.

The DPCO uses market-
based mechanisms to set 
price ceilings 
The DPCO has three primary aims: ex-
panding the National List of Essential 
Medicines (NLEM), authorizing the Na-
tional Pharmaceutical Pricing Author-
ity (NPPA) to regulate prices of India’s 
NLEM, and authorizing the NPPA to 
regulate price increases of non-essential 
medicines. 

The DPCO uses market-based mecha-
nisms to set price ceilings. It works dif-
ferently, depending on how many prod-
ucts are in a category:

1. If a drug is one of many drugs with-
in a given product category, the 
price ceiling is the simple average of 
the prices of all drugs that have at 
least 1% of market share within that 
product category (plus a 16% phar-
macists’ margin). 

2. If a drug is the only drug within 
a given product category, the new 
price ceiling for that drug category 
will be a fixed percent, based on 
price reductions in similar product 
categories, of the current drug price. 

Moving forward, all drugs in a product 
category must be priced at or below the 
price ceiling or the manufacturer will 
face monetary penalties. In the case that 
a drug’s price is already below the price 
ceiling, a price increase is prohibited. 

The NPPA, however, currently has no 
mechanism to officially penalize an of-
fending manufacturer. For all NLEM-
listed medications, yearly price increases 
must be in-line with or below the whole-

sale price index (WPI). 

The Indian government has also reserved 
the right to mandate continued produc-
tion for up to 12 months, to require 
quarterly drug production reports, and 
to require 6 months’ notice before pro-
duction of a given drug ceases.

The regulation also exempts all drugs 
developed and patented in India from 
price control as a means of incentivizing 
India-based research and development.

The DPCO results in three key implica-
tions for pharmaceutical and biotech-
nology companies in India as well as for 
India as a place for future pharmaceuti-
cal/biotech R&D:

1. Fewer “branded generics”

2. No let-up in pricing pressure for 
non-NLEM drugs 

3. No dramatic change in multination-
al corporations’ (MNC) R&D in-
vestment in India 

Implication 1: Fewer 
“branded generics”
To understand how this new policy will 
impact prices within the Indian market, 
consider the following three cases:

Case #1: Novartis’ desferrioxamine me-
sylate is the only product on the NLEM 
in its category (monopoly category): 
Nearly 25% price reduction

Because Novartis’ desferrioxamine me-
sylate is the only drug within its product 
category, it experiences price reduction as 
a fixed percentage of its current price.  
 
In order to determine the price reduc-
tion for desferrioxamine mesylate, the 
NPAA considers the average reduction 
in similar product categories. For desfer-
rioxamine mesylate, the price reduction 
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will be 24.80%, the 
average price reduc-
tion for antidotes. 
This will reduce the 
price per unit from 
its current ₹170.40 
to ₹128.14. 

Case #2: GSK’s 
Hepatitis B vac-
cine is an expensive 
branded alternative 
to a host of low cost 
generics: A price 
reduction of about 
75% (see Figure 1)

GSK’s Hepatitis B 
vaccine is signifi-
cantly more expen-
sive than the other 
seven options. Be-
cause the new price 
ceiling is determined 
by an arithmetic, 
and not a weighted, average, the price 
ceiling for Hepatitis B vaccines will force 
the price of GSK’s Hepatitis B vaccine 
significantly down from over ₹300 to 
a maximum of ₹87. Put simply, GSK’s 

product will face a price reduction of 
roughly 75%. 

Case #3: A local manufacturer (Pavior) 
offers a more expensive factor VIII con-

centrate injection than the only alterna-
tive, Baxter’s cheaper version: Market 
leader (Baxter) unaffected by price re-
duction (see Figure 2)

According to clear-
ly outlined DPCO 
policy, the new price 
ceiling for factor 
VIII concentrates 
will become the av-
erage of current pric-
es, or about ₹5400. 
Baxter’s factor VIII 
is priced well be-
low where the new 
price ceiling would 
be, and so Baxter 
will not face manda-
tory price reduction. 
This is a particularly 
interesting case, as 
the DPCO aims to 
impact high-priced 
branded options that 
compete against a 
set of generic and 
“branded generic” 
alternatives. Given 
the Baxter prod-
uct has over 90% of 

- 1 - 

FIGURE 1 

Source: Simon-Kucher analysis of National Pharmaceutical Pricing Authority of India data 
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FIGURE 2 

* Price is weighted average of market share and is price to retailers excludes VAT etc. MRP will be attained by adding retailer margins +VAT  
Source: Simon-Kucher analysis of National Pharmaceutical Pricing Authority of India data 
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Figure 3: Price vs. market share for Hepatitis B vaccines

Figure 4

market share, the price 
ceiling will not have 
any impact on the cat-
egory spend.

In order to under-
stand the reach of the 
DPCO’s price reduc-
tion policies, one must 
fully understand the 
India market. Consum-
ers and physicians in 
India are very brand-
conscious, even when it 
comes to medications. 
As a result, currently, 
higher drug prices don’t 
necessarily lead to low-
er market share. In-
deed, for almost half of 
product categories un-
der the DPCO (47%), 
the most commonly 
used drug is also the 
most expensive. 
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FIGURE 3 

Source: Simon-Kucher analysis of National Pharmaceutical Pricing Authority of India data 
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FIGURE 4 

Source: Wall Street Journal, Reuters, pmlive.com  

Patent issue Product by Manufacturer 

Compulsory Licensing Nexavar by Bayer 

Revocation due to lack of inventive step 
 

Sutent by Pfizer 
Pegasys by Roche 

Revocation due to improper filling procedure Herceptin by Roche 

Revocation due to new version of molecule 
therapeutically not superior (Section 3d) 
 

Glivec by Novartis 
Tykerb by GSK 
Ganfort by Allergan 

Denial of alleged patent infringement against generic Tarceva by Roche 
Januvia by Merck 
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Consider the Hepatitis B vaccine market 
from case #2 (see Figure 3). GSK’s prod-
uct, despite being the most expensive 
by a wide margin, has a disproportion-
ate 26% market share. This is because 
market share and price are not inversely 
related in this product category as would 
typically be expected. Thus, this category 
demonstrates the DPCO’s potential suc-
cess. 

Though GSK is the only therapy 
that will face significant price 
reduction due to its high mar-
ket share, the weighted average 
of prices in this category will be 
slashed in half from ₹140 to ₹70. 

As a result of the DPCO, price 
differentiation for NLEM-listed 
medications will become increas-
ingly difficult. More importantly, the 
DPCO may impact locally-manufac-
tured generic alternatives as it reduces 
the price of the MNC branded options, 
thus decreasing the price gap and per-
haps making the MNC brand more at-
tractive. This will lead to a decrease in 
the number of “branded generic” NLEM 
products. 

As price differentiation within each 
product category decreases, so too does 
the potential for a middle tier, products 
that are neither the most nor the least 
expensive in the category, of “branded 
generics”. As a result, fewer “branded ge-
nerics” will exist across and within prod-
uct categories. 

Implication 2: No let-up  
in pricing pressure for  
non-NLEM drugs 
An estimated 70% of the India drug 
market is not listed on the NLEM and 
will not face new price ceilings or man-
datory price reductions. However, medi-
cines not listed on the NLEM will only 
be permitted a 10% annual price in-
crease. In addition, pricing opportunities 

remain limited by patient affordability 
and the threat of compulsory licensing.

The Indian government has a history of 
implementing compulsory licensing and 
revoking patents for drugs it considers 
too expensive (see Figure 4). 

Nine drugs for either cancer or diabetes 
have faced patent problems ranging from 
compulsory licensing to revocation of 
patents to denial of patent infringement 
in India: Nexavar, Sutent, Pegasys, Her-
ceptin, Glivec, Tykerb, Ganfort, Tarceva 
and Januvia. These patent problems have 
led to cheaper generic alternatives for 
high cost medicines in India, and have 
also positioned India as a country in 

which exceptionally high priced thera-
pies are unlikely to launch successfully. 

Implication 3: Multinational 
corporations’ (MNC) R&D 
investment in India will not 
change dramatically 
The DPCO incentivizes India-based 
research and development of drugs. 
However, the likelihood that this will 

influence MNC’s investment 
decisions is negligible. MNCs 
often have established R&D 
centers outside of India. Since 
revenue from NLEM drugs for 
MNCs in the context of their 
global revenues is very small, 
it is very unlikely that many 
MNCs will make a large R&D 
investment in India because of 
the DPCO.

Wrap up
The Indian government is heavily in-
volved in regulating prices for medicines 
in India by using the DPCO to set price 
maximums for essential medicines. Go-
ing forward the Indian government may 
also look to other larger areas of the 
pharmaceutical/biotech market to in-
troduce new and increased regulation to 
make medicines more affordable. To be 
successful in a changing India market, 
manufacturers need to constantly re-
view the changing policy landscape and 
reassess their India strategy carefully. 

An estimated 70% of the India drug 
market is not listed on the NLEM 
and will not face new price ceilings 
or mandatory price reductions.
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Whole Foods Market Needs  
More Than Price-Tinkering

In this article, the author examines 

Whole Foods’ recent stock woes, despite 

steady earnings, and explains how the 

company’s recent struggles are a result 

of a fundamental misunderstanding of 

the scale of the pricing problem and the 

efforts required to fix it. Rafi Moham-

med is the founder of Culture of Profit 

LLC, a Cambridge, Massachusetts-

based company that helps businesses de-

velop and improve their pricing strat-

egy, and author of The 1% Windfall: 

How Successful Companies Use 

Profit to Profit and Grow. This article 

originally appeared on the Harvard 

Business Review web site at HBR.org.

Whole Foods has a bad 
taste in its mouth – it re-
cently had to revise both 
its sales growth and earn-

ings for the third time in six months. As 
a result, its stock dropped by 19% in one 
day. To be clear, Whole Foods’ financials 
are still healthy: in FY 2013, its revenue 
was $12.9B, EBITDA $1.2B, and earn-
ings per share increased by 19%. And 
yet investors are jittery over whether 
the company will be able to deliver the 
growth necessary to justify its still-hefty 
valuation.

The drivers behind Whole Foods’ di-
minished growth prospects are two-
fold. First, its success has drawn in new 
competition. Whole Foods has done a 
great job of cultivating the organic and 
all-natural market. Rival organic and 
all-natural chains such as Fairway and 
Sprout are thriving. Grocery chains such 

as Kroger now offer similar products 
(often with discount private label offer-
ings). Even Wal-Mart has entered the 
game with Wild Oats products and, not 
surprisingly, a pledge to be 25% cheap-
er than national brands. While Whole 
Foods’ advantage of “being the only 
game in town” is slowly being eroded, 
this competition doesn’t automatically 
foretell disaster. In fact, it reveals a grow-
ing consumer interest in organic and 
all-natural products – and it’s good for 
Whole Foods that the category is flour-
ishing.

But just as importantly, Whole Foods 
has a poor pricing image problem – the 
rather unflattering “Whole Paycheck” 
moniker – which it needs to and can re-
verse.

Whole Foods Market Co-CEO John 
Mackey recently confessed, “We haven’t 
been investing in price as aggressively 
as we probably needed to.” Admitting a 
problem is a great first step – but what’s 
less great is how Mr. Mackey proposes 
to fix it. He wants to simply lower pric-
es to “hopefully get a lift on that item as 
people purchase more of it, and the over-
all perception of your basic price value 
ratio is improved, and it helps your over-
all sale.” This statement reflects a fun-
damental misunderstanding of the scale 
of the pricing problem and the efforts 
required to fix it. A lackadaisical price 
slash of, say, five-to-ten percent is a slow-
boat-to-nowhere strategy.

Instead of focusing on current custom-
ers and hoping a small price cut will 
induce them to purchase more, Whole 
Foods needs to communicate lower 
prices to bring in new customers (some-
thing I think of as “activating dormant 
customers”). But what exactly does an-
nouncing that Whole Foods is lower-
ing its reputedly sky high prices mean? 
Are prices dropping from “exorbitant” to 
merely “expensive?” Who knows? This is 

exactly Mr. Mackey’s problem. His pric-
ing baby step is so ambiguous that it will 
make little headway toward the goal of 
changing its image.

Sure, Whole Foods’ gross margin (36%) 
is much higher than, say, Kroger (21%). 
But its gross margin isn’t far off from di-
rect competitors (Sprout, 30%; Fairway, 
33%). Regardless of whether the “Whole 
Paycheck” label is justified or not, what’s 
critical is the fact that “expensive” is in-
grained in consumers’ minds.

Whole Foods needs to take concrete 
pricing actions, not tinker with pennies. 
These should be initiatives that can be 
summarized in a line or two that clearly 
change its price perception. For instance, 
since Whole Foods is known for its out-
standing produce, they might make the 
claim (and take the action) that it sells 
produce for no more than 15% above 
its wholesale price (a pricing action that 
Costco makes for all of its products and 
that has built trust with its customers). 
Another example would be to publi-
cize more than they already do that its 
private label products are priced on par 
with comparable products in the area. 
Both of these actions would reap the 
same benefits as a weekly grocery flyer – 
drawing in new customers — but equal-
ly importantly, these fact-based pledges 
will work to change Whole Foods’ pric-
ing image.

The “Whole Paycheck” pricing brand 
image has been built over decades and 
it’s going to take drastic actions to re-
verse this long-held belief. What Whole 
Foods and companies in a similar situ-
ation need to understand is that vague 
pricing communications such as “cut-
ting prices” or “everyday value” will 
have almost no effect on their brand. To 
revamp a pricing image, companies must 
provide concrete, guaranteed data that 
demonstratively conveys change to con-
sumers.


