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Creating Collaboration Between Pricing 
and Sales: Making the Impossible Possible

In this article, the author shares her 
experience in pricing to provide use-
ful and actionable strategies for end-
ing the power struggle and creating 
a strong, collaborative relationship 
between Pricing and Sales. Author 
Lydia DiLiello is a member of the 
PPS Board of Advisors. With more 
than 18 years of pricing experience, 
she is a renowned manufacturing 
sector pricing expert in the United 
States, Europe and Asia. She can be 
reached at lmdiliello@gmail.com.
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How do you go about turning 
foe to friend? A challenging 
question often posed by both 
Sales organizations and Pric-

ing teams alike. If your Pricing group 
is being viewed as the “sales prevention 
department” read on to learn how to 
make your greatest nemesis your new 
BFF (best friend forever). The benefits of 
providing a solution to this long estab-
lished power struggle between Pricing 
and Sales are many: more sales (revenue), 
more closed deals, more profit and the 
avoidance of unintentional price wars, 
not to mention fever migraines. But how 
can you achieve this nirvana state? Al-
though it may not be easy, it is possible.

Step 1: It’s all about Trust

Like any relationship, building trust is 
the first step and quite literally the ba-
sis upon which everything else will be 
built. Pricing and Sales are often set up 

to naturally distrust one another. Pricing 
wants profitable sales and Sales wants, 
well, sales period. These groups that ini-
tially seem to be at different ends of a 
continuum may have far more in com-
mon than they think. The challenge is 
how best to expose the commonalities. 
Common ground provides a solid envi-
ronment to begin establishing trust. And 
to be effective, a two tiered approach is 
suggested addressing both operational 
and executive levels.

At an operational level, the creation of 
business processes that require Sales 
and Pricing professionals to work close-
ly together is critical. For example, one 
process that was proven to be extremely 
valuable was to have Pricing share with 
Sales customer specific financial data 
that could only be obtained from Pric-
ing. If a Sales person wanted to know 
their customers’ profit margins, review 
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Once you have established an 
environment of initial trust, the next 
step is to immediately get to work on 
gaining respect. 

CONTINUED ON NEXT PAGE �

“what if” profit scenarios or consider the 
impact of discounts, the Pricing team 
provided the information. This busi-
ness process created an opportunity for 
open dialogue between a Sales person 
and a Pricer. Sales could experiment with 
much sought after “price tests (what hap-
pens to my financials if my price is x in-
stead of y) while Pricers learned specifics 
about particular customers such as high 
maintenance accounts or accounts re-
ceiving “extra” services like custom pack-
aging, freight, etc.

At an executive level, Pricing and Sales 
leadership collectively reviewing profit 
data and discussing the impact of spe-
cific top customer deals prior 
to C level visibility can also 
forge trusted business rela-
tionships. 

A VP of Sales wants to know 
proactively and quietly that the 
net profitability on the Top 5 
customers is in fact 12% less 
than the corporate reports re-
flect due to incentives, value 
added services, sample prod-
uct, etc. Knowing that the 
same customer never pays on 
time, and typically achieves 
discounts of 30% below list are 
also vitally important. When 
this conversation between Pric-
ing and Sales leadership takes 
place prior to any C level meet-
ings, trust forms and Pricing is 
viewed as part of the Sales cy-
cle instead of a hindrance to be 
overcome at the last moment. 
Additionally, it provides the opportunity 
to proactively share Pricing strategies to 
check for Sales receptiveness. 

Perhaps you want to float an idea of tar-
geted customer specific price increases 
on those accounts receiving all of the 
sales enticements (the same ones whose 
margins are low due to free freight and 
custom packaging). Sales VPs are all 
ears when you can provide financial data 
around these accounts and how to slowly 
tweak them creating a substantial posi-
tive profit impact (perhaps offer a dis-
counted freight rate on the next contract, 

or propose a new corporate policy that 
prohibits custom labeling and packaging 
without an X% price add). You get Sales 
thinking about ways to adjust price long 
before official price increases are issued 
resulting in a smoother less painful pro-
cess for everyone.

Step 2: Sit down, shut up and Listen

So, you have a reasonable amount of 
trust established and are ready for the 
next step. The ability to deal with in-
formation and to non-defensively listen 
to input is the next big challenge. Over 
time, “sensitive” data will begin to be 
routinely shared from Sales (“that piece 

of business we were guaranteed to get 
isn’t even a remote possibility”). If you 
want to continue to cultivate a positive 
relationship between Sales and Pricing, 
it is critically important that divulged 
information be treated with confiden-
tiality and not glibly discussed over 
the water cooler. Common sense right? 
Yes, but the temptation will be strong. 
You will finally have the “real scoop” on 
those notorious customers. Keep it to 
yourself and see how much more “dirt” 
gets shared with you.

The speed of information is as power-

ful as the information itself. Sales is a 
fluid fast moving business that requires 
on-the-spot changes and a constant will-
ingness to adapt to customer requests 
(which means Pricing needs to be that 
much faster!). 

Information is likely to change from 
minute to minute and it will not be neat 
and tidy, which is an aberration for Pric-
ing Professionals. For this reason, both 
Pricing and Sales Professionals need to 
learn each other’s business rhythms and 
what is realistically required for a smooth 
flow of business. Listening is the key. “It 
takes too long” as pronounced by Sales 
provides no real information regard-

ing true expectations. Do they 
expect a one day or one hour 
turnaround on price requests? 
Since Sales is finally talking and 
sharing information, take it in 
and seize the opportunity to ask 
for specifics. Just determining a 
clear definition of expectations 
will help clear the air. 

Remember too that Sales’ sense 
of “urgency” is often far dif-
ferent than what is customary 
in a Pricing department. Sales 
wants that updated customer re-
quest addressed right now and 
Pricing likely still has some of 
yesterday’s updated requests in 
the queue waiting to be final-
ized. So, if business processes 
are creating difficulties, (like 
extended response time) ask the 
sales force to determine the top 
two or three pain points; then 

understand what can be done to address 
them. A non defensive posture and a 
willingness to listen go a long way. You 
will be amazed at what the communica-
tion alone accomplishes.

Step 3: RESPECT

Trust is slowly being built and you are 
actively receiving input from Sales. For 
those of you more senior Pricers, Aretha 
Franklin had it right: R-E-S-P-E-C-T. 
Once you have established an environ-
ment of initial trust, the next step is 
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Whether in front of a customer at 
an operational level or during a staff 
meeting at an Executive level, if 
Sales did something good, say so. 

to immediately get to work on gaining 
respect. At an executive level, ask your 
Sales VP if some of the more seasoned 
Pricing folks can attend Sales calls so 
that they can better understand the ur-
gency and pressure that the Sales force 
faces on a daily basis. This, by the way, 
is very self-serving for Pricing. If as Pric-
ers we see face to face what a customer is 
expecting, it helps us be more effective 
in our own roles. We get input straight 
from the source with no Sales “interpre-
tation” added in. Initially this may be 
met with some skepticism, which is just 
one more reason why having established 
some trust previously is important. This 
is not an exercise to provide Pricing with 
the dirt on Sales! It is an opportunity to 
experience first hand what dealing with 
a customer is like and what they really 
want. 

At an operational level, if you are the 
Pricer attending the Sales visit, look for 
a legitimate way to praise the Sales per-
son in front of the customer. Every Sales 
person wants to be a hero if front of their 
customer. Communicate to the customer 
that “Judie has worked diligently on your 
behalf.” If you do this the next price in-
crease will be met with far less angst and 
a Sales person will be willing to stand 
their ground all because you stood your 
ground for them.

And finally, don’t be afraid to take the 

heat from an unhappy customer. The 
single most impactful thing that you can 
do to gain respect from Sales is to go 
with them to an angry customer presum-
ably due to a price increase and take the 
heat. (Or if there aren’t any price increas-
es pending, request to go and visit the 
customers that Sales finds to be the most 
challenging for any reason.) Once Sales 
sees that you are in this right along 

with them shoulder to shoulder sweat-
ing in front of Mr Furious/Difficult 
Customer, you gain instant credibility. 
But watch out, this strategy can backfire. 
You become so popular that you end up 
going to all irate customer visits.

Step 4: Love is in the Air

You have developed a hard won trust 
with Sales and garnered their respect for 
surviving the most ruthless customer 
they have. The final step is to be nice. 
Nice? When the situation presents itself, 
positive uncontrived comments regard-

ing Sales’ ability to close a deal at a high-
er margin, negotiate a contract or make 
a price increase stick will seal the deal. 
Whether in front of a customer at an op-
erational level or during a staff meeting 
at an Executive level, if Sales did some-
thing good, say so. No, I certainly don’t 
suggest or vindicate extolling virtues 
that don’t exist, but when something is 
worthwhile and beneficial to the compa-

ny speak up. You will 
be surprised how far 
this goes in creating 
strong working rela-
tionships and turning 
foes to friends. 

It’s a great deal of ded-
icated work for both 
groups. A daily ef-
fort to be certain. Is 

the payoff really worth the added effort? 
I believe so. I have seen the value these 
steps can bring. Close rates on key deals 
increased by more than 15% and at mar-
gins commonly 25% higher than the 
original position and dramatically de-
creased turnaround times. Additionally, 
having one extended team (Pricing and 
Sales) focused on the customer removes 
redundant work, misunderstandings 
and general wasted non productive time. 
When it works well and Sales and Pric-
ing are functioning as a united “team”, 
the results all head straight to the bot-
tom line.
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Ten Reasons Why Procurement Is Negotiating Aggressively

It’s a trend in many B2B industries: 
growing procurement power and 
influence. This change in buying 
behavior can cause a decline in sup-

plier prices and margins. Are the sup-
plier and its sales team simply victims 
of this trend and the aggressive tactics 
used by myopic purchasing people? Or is 
the supplier, through its actions or lack 
of actions, actually contributing to the 
problem?

Are Buyers Too Aggressive?
Forbes.com recently published an inter-
esting article about procurement people 
negotiating too aggressively. The article 
pointed out the problems created by buy-
ers’ excessive focus on short-term savings. 
This nearsighted perspective can create 
longer-term supply issues. The buyers can 
end up with quality issues, diminished 
access to innovations and ideas, and sup-
pliers unwilling to work collaboratively 
on improvements.

In the end, an overly aggressive nego-
tiating style and combative procure-
ment approach can cost the buyer more. 
Chrysler is held up as the case study of 
this behavior. By one estimate, Chrysler’s 
shortsighted procurement practices has 
cost the company $24B in profits over 
the years.

Some sales professionals might think 
that a combative negotiation style is 
just part of the typical procurement 

persona. It turns out that this is not the 
case. Researchers have studied the pre-
ferred negotiation style of professional 
buyers and found that most buyers favor 
a collaborative or win-win style.

Furthermore, finding collaborative solu-
tions with suppliers and managing sup-
pliers strategically are not new concepts. 
Most undergraduate courses on procure-
ment and strategic sourcing teach these 
principles. In practice, nevertheless, some 
procurement organizations deviate from 
these elementary principles. Short-term fi-
nancial pressures, naive management, and 
the wrong measures are some of the driv-
ers of this behavior. What about the sup-
pliers? Are they innocent victims or con-
tributing to this procurement behavior?

Are Supplier Victims or  
Part of the Problem?
Although there can be situations when 
the buyer is in a dominant position and 
can impose terms, suppliers typically 
have power in most negotiations and 
can influence outcomes. The problem, 
many times, is that sales teams are over-
whelmed by procurement’s sourcing tools 
and negotiation tactics. Procurement’s 
tactics, along with suppliers feeling pres-
sured to win the deal, can cause suppli-
ers to acquiesce to many buyer demands 
without creating clear consequences and 
educating the buyer about value and risk.

Suppliers can also antagonize buyers and 
influence buying behavior by having 
poor pricing discipline and messy market 
pricing. Large loyal customers, often, are 
rewarded with high prices, while smaller, 
price-focused buyers get better pricing. 
Many buyers fear – usually as a result 
of past experiences – that the supplier 
is giving better prices to others. Buyers 
have learned that they need to push hard 
in negotiations to “test the market” and 
be sure that the supplier is treating them 
fairly.

While not always the case, the supplier’s 
own actions and behaviors can contrib-
ute to the aggressive procurement tactics. 

What should suppliers do?

Understanding the  
Root Causes
Combating this aggressive purchas-
ing behavior and negotiation style first 
requires an understanding of the root 
causes. A number of the causes of the ag-
gressive behavior have already been iden-
tified above. A more complete list would 
include the following:

Buyer Side:
1. Poor leadership from the supplier 
management organization resulting in 
the wrong focus and behaviors  
2. Professional buyers lack proper train-
ing in strategic sourcing and supplier 
management 
3. Buyers have the wrong metrics or in-
centives
4. The customer is under tremendous 
short-term financial pressure and is will-
ing to take more risks in supply decisions 
5. The buyer believes the supply item is 
non-strategic and there’s little difference 
between suppliers 

Supplier Side:
6. Sales team is unprepared to engage 
and negotiate with professional buyers  
7. Sales team is calling on or negotiating 
with a person at the wrong level in the 
customer organization 
8. Supplier lacks sufficient flexibility in 
their offers to trade value with buyers.  
9. Supplier does not have a clear, credi-
ble, and quantified value proposition and 
can’t effectively educate buyers  
10. Supplier has poor pricing discipline 
and its market prices are a jumble 

Suppliers have to acknowledge that it’s 
not always the buyer who is responsible 
for the aggressive purchasing tactics. 
Suppliers have a role in educating buy-
ers and influencing buying behavior. 
Frequently, the buyers’ behavior and tac-
tics can be a direct response to the sup-
pliers’ actions or lack of actions. It takes 
two to tango. In the face of aggressive 
buyer negotiation tactics, the supplier 
needs to take the lead.
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Luxury Goods Pricing: Don’t Envy Their  
High Price Tags and High Margins

The examples of luxury goods compa-

nies’ pricing strategies explained in this 

article show that making pricing deci-

sions amid extreme currency fluctua-

tions is about more than just narrow-

ing the gap to reduce arbitrage effects. 

Their decisions require knowledge 

about value, benefits, and customer be-

havior which can prevent unintended 

consequences and keep the company on 

course towards its strategic objectives, 

including preserving the brand’s integ-

rity. Author Paul Hunt is the president 

of Pricing Solutions and a frequent 

PPS presenter, instructor, and con-

tributor. He can be reached at phunt@

pricingsolutions.com.

Pricing managers in bare-knuck-
les, low margin commodity 
businesses are no strangers to 
arbitrage effects. Procurement 

experts, drilled relentlessly to put pres-
sure on sales teams, will not shy away 
from buying products from a competi-
tor if a price gap becomes too large. They 
will even buy product from a company’s 
subsidiary in another country when the 
price difference offsets any additional 
costs, such as logistics.

One would think that the manufacturers 
of higher-priced, high-margin products, 
such as pharmaceuticals, software, and 
luxury goods, are sheltered from these 
same pressures, if not immune to them. 
Their salespeople and pricing and mar-
keting departments seem to have more 

flexibility on pricing and more margin 
for error.

Yet these companies also face the same 
sorts of arbitrage challenges as commodi-
ties manufacturers do, when currency 
effects, tax regimes, or regulatory issues 
conspire to distort supply and demand 
across borders. In fact, luxury goods 
companies face challenges which are 
even more complex than deciding how 
much gray imports to tolerate. These 
challenges, in turn, require a special set 
of knowledge and skills.

The solutions to pricing luxury goods 
are found in economics, but the success 
lies in psychology. In addition to math-
ematical and marketing rigor, knowledge 
of consumer psychology and a familiari-
ty with tastes across cultures help pricing 
managers make reliable, stable determi-
nations of perceived value in vast global 
industries.

Chanel, famous for its fragrances and 
fashion accessories, recently faced 
what seemed like straightforward arbi-
trage. According to several media re-
ports, the broad-based depreciation of 
the Euro had made the prices for Chanel 
handbags so affordable for Chinese con-
sumers or local resellers that they could 
book a round-trip flight to Europe, stock 
up on accessories, and still achieve a bet-
ter deal than buying the same handbag 
locally.

This phenomenon is known as a gray 
market. It can damage a company’s 
profitability by shifting a large share of 
sales to a market with lower margins. 
China is a vitally important market for 
luxury goods manufacturers, so a shift 
of volume away from the local Chinese 
market can indeed have a material ef-
fect. In an effort to shrink the gray mar-
ket and throttle the thriving arbitrage 
market for its products, Chanel raised 
prices for its handbags in Europe and 
lowered them in China. In detail, the 

company decided to “harmonize” prices 
in Europe, the United States, and China, 
three of its core markets. Chanel raised 
the price for the 11.12 bag in Europe by 
20% to €4,260 (roughly US$4,500) and 
the price in China by 22% to 30,000 
yuan, or roughly US$4,800.

The move, which took effect in April, 
may indeed stop the arbitrage. This is the 
same kind of approach a commodities 
manufacturer would undertake. By mov-
ing prices to within a small range of each 
other – usually between 5% and 10% as 
a rule of thumb – a company can elimi-
nate the purely economic incentives to 
engage in arbitrage. But the value equa-
tion and the tradeoffs for Chanel, or any 
other luxury goods company, are more 
subtle and complicated.

To understand these tradeoffs, let’s look 
at a couple of alternative solutions Cha-
nel may have tried: the company could 
have raised prices even more in Europe 
(to close the gap to China), but keep 
them constant in China, and thus har-
monize its prices at a higher level. Or it 
could have made smaller moves first — 
say by changing prices by 10% rather 
than 20% — and then observing how 
the price changes affect demand.

The pros and cons of  
price harmonization
Luxury goods are items that custom-
ers want but don’t need. An illustration 
of this point is the Engel Curve, which 
plots the relationship between personal 
or household income and demand for 
goods. It implies that while commodities 
manufacturers may have objective, ac-
cepted criteria to explain any differences 
their products have to their competitors, 
the local perceived value of luxury goods 
is subject to many other forces.

Luxury goods makers need to balance 
image and desirability with affordability 
and their own strategic goals. By putting 
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The phrase “price cut” may make the goods more 
affordable but less desirable, a factor which luxury 
goods manufacturers always need to keep in mind.

too much weight on temporary macro-
economic effects, such as currency fluc-
tuations beyond their control, they risk 
distorting the perceived value in vastly 
different local markets (Europe vs. Chi-
na vs. the United States). Harmonized 
prices require that price differentiation 
should be minimal and implies that dif-
ferences in perceived value are slight, de-
spite local tastes, purchasing power, and 
the psychological effects of high prices.

Price changes must be made with cau-
tion, as companies risk losing customers 
in some markets while striving to gain 
customers in another. At the same time, 
the phrase “price cut” may make the 
goods more affordable but less desirable, 
a factor which luxury goods manufactur-
ers always need to keep in mind. Keep-
ing the price in China fixed, but raising 
the European price to offset some of the 
price difference, may have preserved the 
integrity of prices in China and still re-
duced the arbitrage effect.

The pros and cons of making signifi-
cant price changes 
The significant price change in both 
markets — at least 20% in both cases 
— begs an important question: what 
happens if the Euro strengthens and ex-
change rates normalize in the next 6 to 
12 months? Would a manufacturer such 
as Chanel be willing to make re-adjust-
ments of similar magnitude, and thereby 
risk confusing or upsetting consumers 
even more?

That is the primary argument against 
making swift, large adjustments to pric-

es, especially in response to a temporary 
macroeconomic effects rather than a 
more permanent competitive or quali-
ty-based argument. The large moves do 
improve the chances of resolving the 
arbitrage problem quickly in the short 
term. But a potential price “yo-yo” cre-
ates uncertainty which may have extreme 
unintended consequences, ranging from 
a run on supply to a paralysis of demand. 
Neither is in the interest of a company 
like Chanel, which has built up a brand 
name and reputation over a century.

The luxury goods companies show that 
making pricing decisions amid extreme 
currency fluctuations is about more than 
just narrowing the gap to reduce ar-
bitrage effects. Their decisions require 
knowledge about value, benefits, and 
customer behavior which can prevent 
unintended consequences and keep the 
company on course towards its strate-
gic objectives, including preserving the 
brand’s integrity.
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It’s easy for companies to become com-

placent with their pricing strategy 

when business is good. However, com-

petitors are always coming up with 

new ways to gain market share, which 

can make this complacency costly. 

Your pricing strategy needs to be part 

of a continuous improvement process, 

even during good times, as the author 

explains. George Faris has extensive 

experience in sales effectiveness, pricing, 

pricing software delivery and pricing/

rebate management software. He can 

be reached at gfaris@pros.com.

Times Are Good. Why Work on  
Your Pricing Strategy Now? 

Improving your pricing strategy is all about small 
nudges in pricing optimization that make a big impact, 
and small adjustments in the top line could have a 
significant impact on the bottom line. 

When revenues are down, 
it’s clear that companies 
need a better solution. 
But how do you make 

a case for the value of a pricing strate-
gy when revenues are up? While it’s easy 
to become complacent when business is 
good, remember that your competition is 
always coming up with new ways to gain 
market share.

The competitive landscape is constantly 
changing through mergers, acquisitions 
and the creation of new products, and 
that means what works for your com-
pany today may not work in six months. 
That’s why your pricing strategy needs 
to be part of a continuous improvement 
process.

The main element of a good pricing 

strategy is micro-segmentation that le-
verages customer, product and transac-
tion attributes. These analytics allow 
you to apply pricing science that helps to 
identify each customer’s willingness to 
pay and price sensitivity. In some ways, 
it might be better to implement a pricing 
strategy when your business is up than 
when you’re struggling with price erosion 
and loss of market share. When business 
is good, it could be easier to determine 
your customer’s willingness to pay, based 
on availability of transactional data.

Some organizations might worry that 
implementing a pricing strategy requires 
a temporary slowdown or interruption in 
sales. Every situation is different, so it’s 
important to weigh the benefits against 
the possibility of an interruption. If you 
sustained an interruption in sales, would 
it be from customers who are buying 
low-margin or high-margin items?

In reality, you may actually see an in-
crease in sales when you introduce pric-
ing optimization. Improving your pric-
ing strategy is all about small nudges 
in pricing optimization that make a big 
impact, and small adjustments in the top 
line could have a significant impact on 

the bottom line. The analytics capabili-
ties should help you make small adjust-
ments to your pricing strategies so that 
you avoid any slowdown. Ultimately, you 
want to keep high-performing customers 
at their current level and move underper-
forming customers to the middle of their 
segment.

Here are three tips for avoiding an inter-
ruption in sales:

1) Remember that pricing is a pro-
cess: You don’t make adjustments on gut 
feel and knee-jerk reactions. Collect as 
much transactional and pricing data and 
competitive information as possible.

2) Use your data to make sound deci-
sions: Analyze the data you’ve collected 
to help understand your customers’ be-
havior, price sensitivity and willingness 
to pay.

3) Focus on value, not price: The great-
est goal with a pricing strategy is to 
price your products and services accord-
ing to the value they provide to your 
customer. With proper sales rep training 
and a value-based pricing strategy you 
may see an increase in sales instead of a 
slowdown or interruption.

Pricing optimization is all about moving 
low-performing customers to the middle 
through targeted pricing, and taking 
high-performing customers even higher. 
Because your customers and the market-
place are constantly changing, it’s im-
portant to have technology in place that 

allows your pricing strategy to evolve as 
part of a continuous improvement pro-
cess.

All of these little tweaks quickly add 
up: Improving your pricing strategy by 
one percent could impact your bottom 
line by 10 percent or more.

http://www.pricingsociety.com
mailto:gfaris@pros.com
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Ten Things Managers Have to  
Factor Into an Innovation Process

In this article, the author cites research 

from the Simon-Kucher & Partners 

2014 Global Pricing Study to demon-

strate the challenges many companies 

face in successfully bringing their new 

products to market. He then offers ten 

strategies that managers should employ 

in their innovation and new market 

strategies in order to find success when 

pricing and positioning new products. 

Author Dr. Georg Tacke is the CEO of 

the international strategy consultancy 

Simon-Kucher & Partners. He can be 

reached via www.simon-kucher.com. 

Most companies fail to suc-
cessfully position their 
new products in the mar-
ket. This is the result of the 

Simon-Kucher & Partners 2014 Global 
Pricing Study*. Almost three out of four 
new products fail to meet their profit 
targets. These problems are self-inflicted 
and thus curable. Pricing and marketing 
need to be the top priority of the innova-
tion process. By far the best and often 
the only way to overcome price pressure 
is through new products, as 77 percent 
of the approximately 1,600 responding 
managers confirm. 

1) Pricing and marketing need to be 
integrated from the get-go 
Successful companies fully incorporate 
marketing and pricing throughout the 
innovation process, from the product 
inception to the market launch. An ex-
ample of what NOT to do: After years of 
developing a product, a client approaches 
a week before the product launch with 
the question: “Could you help me to find 

the right price for my product?”

2) Make the innovation process and 
new product pricing C-level priorities 
The main difference between companies 
that succeed and companies that fail is 
essentially how they look at new prod-
ucts. The successful ones focus on value, 
always looking at their products from 
a market or customer perspective. The 
CEO sets the tone in this process and is 
closely involved from the start. 

3) Make sure that you have at least one 
pricing/marketing expert in each new 
product team 
This is a simple rule of thumb that 
will help you ensure that your product 
doesn’t end up being over-engineered or 
impossible to sell.

4) Allocate a budget ahead of time to 
measure customer value and willing-
ness to pay  
You can’t make something out of noth-
ing. Even for extremely long innovation 
cycles that take several years, the most 
successful companies set aside the neces-
sary budgets early on (e.g. life sciences).

5) Every now and then, take part in 
product milestone meetings 
We don’t mean a surprise visit, but one 
that’s been announced ahead of time. 
Such a visit has an enormous impact on 
the team: The CEO is interested, the 
project gains importance, the team gets 
attention, and everyone gives their all.

6) Strengthen your teams by encour-
aging them to make decisions for the 
company based on facts and research 
– even if it’s hard to hear  
“The train has left the station” is prob-
ably the weakest excuse for pushing a 
product that has no future. Regardless 
of the phase, if you figure out that a new 
product won’t achieve the profit targets, 
then you should kill the project as quick-
ly as possible. 

7) Strike unprofitable projects from 
your list 
Make a strong impression on your team 
by setting a good example. Everyone will 
know that you practice what you preach.

8) For really important decisions, use 
two parallel teams 
An example: The board of a company 
always assigns two independent teams 
with the job of developing a price strat-
egy for the market launch of major prod-
ucts. This approach consistently provides 
the company with the best possible re-
sults. When you’re dealing with a multi-
million-dollar product, the approach 
pays off immediately.  

9) Make your teams share the respon-
sibility for their decisions and recom-
mendations 
Team members should sign off person-
ally on all milestone presentations, busi-
ness cases and forecasts. Of course, no 
one will be held personally accountable 
when things don’t go as planned, but 
each signature will make team members 
critically check interim results, ultimate-
ly improving the overall team results.

10) Beware of well-intended, but 
flawed incentives 
Incentives gone wrong: In one company, 
project team members were given in-
centives to bring as many new products 
to the market as possible, regardless of 
quality. A major mistake!

*The Simon-Kucher & Partners 2014 
Global Pricing Study: Approximately 
1,600 participants from over 40 countries, 
among them 39 percent C-levels from com-
panies of all industries, took part in May/
June 2014 in an online study conducted by 
Simon-Kucher & Partners. The study takes 
place every two years in cooperation with 
the Professional Pricing Society (PPS). A 
summary of the study is also available upon 
request.
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