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Pricing requires a strategy. Econo-
mists have created, identified, 
and studied many strategies that 
go by various names: two-part 

pricing, multi-part pricing, price dis-
crimination, peak-load pricing, and con-
gestion pricing to mention a few. All of 
these have two parts:

1) a structure – such as one-part, two-
part, and discrimination for different 
groups;

2) a level (or set of levels) within the 
structure – what actually will be 
charged.

Numerous books and articles focus on 
the structure part and much of practitio-
ners’ efforts are on structure. They an-
swer the question: “How should I price?”

But the ultimate practical pricing ques-
tion is the level question: “What do I 
charge?” A product manager needs to 
know not just how to price (a structure) 
but also what to charge (the level) for a 
new or existing product to meet a com-
petitive price move or allow for changing 
economic and market conditions. 

A public policymaker similarly needs to 
know the best price (the level) for a pub-
lic service, such as a transportation or 
water service, or how much tax to add 
to a consumer good, such as automotive 
gasoline or cigarettes, which effectively 
changes the market price.

The question of what to charge – the 
level – cannot be answered casually. One 
cannot simply choose a price since too 
much rests on it. Detailed research is 
needed to determine the level and, not 
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to charge, or the level within the pricing 
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to be downplayed, its effect on revenue 
or some other relevant quantity such as 
contribution, market share, customer 
retention or acquisition, and cash flow. 
This is quantitative pricing research.

Quantitative pricing research thus has 
two parts:

1) level determination;

2) effect assessment.

Price Level Determination
There are two broad research approach-
es, sometimes used in combination, to 
determine a price level: qualitative and 
quantitative research. These are illustrat-
ed in Figure 1.

Qualitative research consists of fo-
cus groups, in-depth interviews, expert 
opinions, and managerial judgments. 
They provide insight into what can be 
charged, but they suffer from several 
drawbacks. First, they are not scientifi-
cally based, meaning that samples are 
not selected following sample design 
principles. This could, and probably will, 
lead to biases in determining the level, 
perhaps reflecting the opinions of a vo-
cal minority. Second, the results may not 
be reproducible by others, a major issue 
with public policy pricing. Third, there is 
no theoretical framework that guides the 
research – what’s the basis for evaluating 
significance? And finally, effects cannot 
be determined because statistical models 
are not used.

This last point requires some explana-
tion. Remember, there are two parts to 
quantitative pricing research: level de-
termination and effect assessment. The 
latter relies on the economic concept of 
a price elasticity, also called price sen-
sitivity. An elasticity shows how much 
something (for example, quantity bought 
or revenue earned) changes when price 
changes. It’s the cornerstone of effect as-
sessment. 

Elasticities can only be obtained from 
detailed data and advanced statistical 
and econometric models. Focus groups, 
in-depth interviews, expert opinions, and 

managerial judgments cannot provide 
them. And without elasticities, assess-
ment is impossible.

Quantitative research uses observation-
al or experimental data collected fol-
lowing sampling or design principles, 
fundamental data analysis, and models 
based on the basic economic paradigm 
of consumer demand. Statistical models 
based on observational data, data mea-
suring actual consumer purchase behav-
ior without any interference by the pric-

ing analyst, are either econometric or 
time series models. 

Those based on experimental data, data 
collected via an experimental design and 
following experimental protocols, are 
either conjoint or discrete choice mod-
els. Models allow reproducibility since 
anyone with the same data would get the 
same answers. Data analysis, aside from 
what is fundamentally used in model 
building, includes methods to identify 
correlations, patterns, and trends.

Figure 1: General Pricing Approaches
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Qualitative and quantitative research can 
support one another at different stages of 
the overall research process. Qualitative 
research can provide information and 
insight into factors other than price that 
drive or determine demand which could 
then be used in the quantitative research. 
It can also be done after the quantita-
tive to support or give credibility to the 
quantitative results by using, for exam-
ple, expert assessments. Likewise, quan-
titative research can be used to give cred-
ibility to qualitative results or support or 
bolster expert opinion.

But only quantitative research, based on 
observational or experimental data and 
using statistical models supported by 
consumer demand theory, provides price 
elasticities for effect assessment.

Observational Data 
Approaches
Observational data approaches are used 
when there is a data warehouse or data 
mart of transactions with details on 
items such as amount purchased, price 
paid, the characteristics of the consumers 
(e.g., demographics, shopping history), 
and sales and advertising history. 

For example, telecommunications com-
panies can gather detailed information 
on each subscriber regarding the number 
of minutes of a call, the type of call, the 
time-of-day and day-of-week of a call, 
where the call was placed to and the call-
ing plan subscribed to. 

In addition, detailed profiles of the con-
sumers are either maintained (e.g., bill-
ing history, address) or can be easily 
obtained either by sampling consum-
ers in the database or by purchasing 
demographic data that maps closely to 
customer characteristics (e.g., address). 
Scanner data is a major and popular 
source of observational information. If 
the database is especially large, which 
is often the case with data warehouses, 
sampling procedures are used to select a 
sample for analysis and modeling.

Classical regression models, economet-
ric and time series, are used with ob-
servational data. But these models run 

straight into four difficult and challeng-
ing data flaws:

t Multicollinearity
t Lack of variation
t Timeliness
t Existence

Because of how markets work, many 
key drivers of purchases are highly cor-
related leading to the statistical prob-
lem known as multicollinearity. Sim-
ply put, some variables are redundant so 
that software cannot separate out which 
variables are effective – the higher the 
correlations, the more the redundancy 
and the less able the software is to distin-
guish one variable from another. 

Also, some key drivers, especially price, 
may not vary in the market, especially 
for the period being studied. Variation 
is important because statistical mod-
els work only if there is variation in the 
data – without variation then there is 
nothing to estimate. 

Also, observational data may be ”old” 
– if the data are, for example, monthly 
for five years, much of it may not reflect 

current market conditions, especially 
in markets such as computers and cell 
phones that change rapidly. 

Finally, because observational data are 
what actually exist (i.e., observed), price 
levels product managers may want to test 
may not be reflected in the data. How 
can anyone say how customers would re-
spond to prices they’ve never seen?

Experimental Data 
Approaches
Experimental data approaches are used 
when key drivers of purchases, especially 
price, are manipulated under controlled 

conditions. An experimental design de-
termines those conditions. Conjoint 
studies, discrete choice studies, and test 
markets are the main experimental ap-
proaches used to collect data. 

Statistical models are used to analyze ex-
perimental data just as they are used for 
observational data, but unlike observa-
tion data experimental data do not have 
the four flaws. The experimental designs 
ensure that key factors are not correlated 
and have sufficient variation. Also, by the 
nature of experimentation, hypothetical 
situations can be posed to customers to 
get their reactions, so timeliness and ex-
istence are not issues. For many pricing 
studies, experimental data approaches are 
far superior and highly recommended.

Price Effect Assessment
Once a model is estimated, the effect 
of a price level – actually, the effect of 
a change in the level – has to be deter-
mined. This is where the price elastic-
ity comes in. The elasticity quantifies 
the change in quantity sold for a change 
in the price; it’s simply a ratio of percent 
change in quantity over percent change 
in price. 

Because of the nature of demand, the 
two vary inversely. The larger the ratio 
(demand is relatively elastic), the more 
quantity changes relative to price chang-
es; the smaller it is (demand is relatively 
inelastic), the less quantity changes rela-
tive to price changes.

This has implications for revenue since it 
is just price times quantity. If demand is 
elastic, an increase in price lowers reve-
nue because more is lost in quantity than 
gained in price. Conversely, if demand is 
inelastic, an increase in price raises reve-
nue because more is gained in price than 
lost in quantity. The same logic could be 

Variation is important because statistical models work 
only if there is variation in the data – without variation 
then there is nothing to estimate. 
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used to quantify the effect on, for exam-
ple, contribution margin. A spreadsheet 
simulator can be easily built to test dif-
ferent price levels.

We could actually go even further. Sup-
pose during the model building stage, 
two (or more) groups or segments of 
customers are identified. Each group 
could have its own price elasticity. This 
could be advantageously used to design 
the price structure to allow for the seg-
ments. Different prices could be charged 
– the elastic segment would pay less; the 
inelastic segment would pay more. This 
is the price discrimination mentioned 
above.

Example
A database company allows lawyers to 
search laws and past rulings online. The 
company conducted a discrete choice 
study (a quantitative approach with an 
experimental design) of various pricing 
options for the online searches. 

The analysis revealed two groups of law 
firms: those with less than five attorneys 
and those with more than five. The small 
firms were highly price elastic while the 
large firms were highly inelastic. Because 
of this, the firm could price discriminate 
by charging small firms less per search to 
stimulate their demand while charging 
large firms more with little fear of losing 
their business. Its overall revenue would 
actually increase compared to what it 
would be if just one price was charged. 

A spreadsheet simulator using the two 
estimated elasticities enabled the online 
company to test different prices for the 
two groups and determine the best prices 
to charge (the levels).

Summary
Although there are more recommenda-

tions for pricing than we can imagine, 
in the end we must have a number – the 
price to charge. The only way to deter-
mine that best price level is through 
quantitative pricing research. Through 
this form of research, we:

1) collect observational or experimental 
data, although experimental is best;

2) build statistical models to estimate 

price elasticities;

3) build pricing simulators to assess the 
effect of different price levels on revenue 
or some other key business criteria.

All of these parts are illustrated in Fig-
ure 2.

Figure 2: The Quantitative Pricing Research Framework
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If you have to give discounts, make 
sure you ask your customers to do 
something for you in return. In a 
market with rapidly declining de-

mand, a construction company with 
several hundred million dollars in sales 
tried to stay competitive with aggres-
sive discounting. After 3 years in a severe 
economic downturn the company found 
itself giving away 27% of its price in 
discounts and was still not able to keep 
its plants at optimal production levels. 
Still facing eroding margin pressures, the 
company began to reassess its discount-
ing practices. The company began do-
ing something they had not done before: 
asking its customers to do something for 
it in return. Customers now “earn” their 
discounts by achieving product mix and 
volume consistency targets and the com-
pany gains from this change in behavior. 
As a result the company was able to in-
crease its top line revenue by 4.7%.

Under today’s industry pricing pres-
sures, companies do not need to give 

away profit dollars. Functional dis-
counts can ensure that a company earns 
as much as possible from every discount 
point it spends. Instead of using a dis-
count to only retain share, you can also 
use the discount to incent customers to 
pay on-time or to upsell them into buy-
ing a higher margin product.

So, how do you achieve this? Use this 
5-step evaluation process (see Figure 1):

1. Define what you want your cus-
tomers to do for you. Before deciding 
to implement any kind of functional 
discounts, it is essential to determine 
the desired customer behavior. Com-
panies often do not think about ask-
ing their customers to do something for 
them. It always seems like a one-way 
street – company to customer. But, in 
fact, many companies are using func-
tional discounts that actually contradict 
the objectives they have with customers. 
For example, it does not make sense to 
use a discount that rewards more volume 
from a wholesaler if you have a volume 
concentration problem with distribu-
tors. This discount’s outcome would be 
to further concentrate the market as the 
largest customer continues to grow at the 
expense of the smaller ones. Alternative-
ly, the discount offered to the wholesaler 
should focus on incenting other desired 

behaviors such as volume consistency 
over time or payment terms and the dis-
counts for the smaller customers should 
be structured around volume. In short, 
check that your discounts match your 
objectives by customer and overall. 

2. Estimate the true cost of the dis-
counts to achieve your goal. When 
drafting a functional discount scheme, 
make sure that the targets translate into 
higher profits and/or reflect the cost of 
achieving other goals such as higher vol-
ume or share. There have been many ex-
amples of rebate programs in which the 
profit brought by the incremental vol-
ume did not pay for the additional dis-
count given as incentive for the customer 
to achieve that volume! If a company is 
offering an early-payment discount, it 
needs to understand the cost-of-capital 
savings and impact on product volume, 
versus the dollar amount in terms of dis-
counts that it is offering. It is only then 
that it can truly understand whether the 
discount produces a financial gain, loss, 
or break-even result. 

3. Determine how to structure the 
discount. Buying programs, rebates and 
quoted discounts are just a few of the 
numerous discount structures imple-
mented within the construction indus-
try. The trick lies in identifying as many 

Functional Discounts in the Construction Industry
During economic crisis, manufacturers 
in the construction industry have typi-
cally increased discounts to protect their 
market share, and discounts have of-
ten become one of the largest costs to the 
company. However, construction man-
ufacturers rarely ask themselves what 
they want customers to do for them 
besides purchasing their products. Func-
tional discounts, or those targeted to 
steer the behavior of channel partners, 
can help ensure that a company earns 
as much as possible from every discount 
point it spends. In this article, the au-
thors present 5 key steps to structure effi-
cient discount or rebate programs which 
hinder giving away unearned top line 
dollars. Manuel Osorio is a Partner, 
and Ritu Kathpalia and Ricardo Rubi 
are Directors in the US Construction 
practice of Simon-Kucher & Partners 
(SKP). They can be reached at http://
simon-kucher.com.

If you have to give discounts, make sure you ask your customers to do 
something for you in return. 

In a market with rapidly declining demand, a construction company with several 
hundred million dollars in sales tried to stay competitive with aggressive 
discounting. After 3 years in a severe economic downturn the company found 
itself giving away 27% of its price in discounts and was still not able to keep its 
plants at optimal production levels.  Still facing eroding margin pressures, the 
company began to reassess its discounting practices. The company began doing 
something they had not done before: asking its customers to do something for it 
in return.  Customers now “earn” their discounts by achieving product mix and 
volume consistency targets and the company gains from this change in behavior.  
As a result the company was able to increase its top line revenue by 4.7%. 

Under today’s industry pricing pressures, companies do not need to give away 
profit dollars.  Functional discounts can ensure that a company earns as much as 
possible from every discount point it spends.  Instead of using a discount to only 
retain share, you can also use the discount to incent customers to pay on‐time or 
to upsell them into buying a higher margin product. 

So, how do you achieve this?  Use this 5‐step evaluation process: 

Key steps to structuring your channel partner discounts
1  Define what you want your customers to do for you

How do you measure each goal? 
How does the customer control the goal? 

2  Estimate the true cost of the discounts to achieve your goal 
What would be the difference between target vs. last year’s figures? 

3  Determine how to structure the discount
What are the options? 
Who would benefit on the customer side? 

4  Communicate effectively to your sales force and customers 
How is the program best positioned with your customers? 

5  Measure performance and tweak discounts
How are you going to monitor the program? 
How are sales people going to track the program? 

  

   

Figure 1
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options as possible and then selecting 
one that would be accepted by your cus-
tomers and help you achieve your goals. 
Although most customers typically pre-
fer a $1 discount today than a $1 rebate 
tomorrow, experience has shown that 
rebates in some situations can drive dis-
tributor behavior strongly. Invoice dis-
counts are typically passed on and can 
lower “street prices,” hurting everyone 
in the market. By contrast, rebates are 
very often used to increase margins. A 
1% rebate can have a significant impact 
on a distributor with 2%-4% margin. In 
one recent example, a wood manufactur-
ing company took advantage of rebates 
for their best-selling product to reward 
sales of a new higher-margin product. 
However, be aware that if the structure 
is not the right one, you will see dis-
tributors buying volume in December 
to reach their rebate targets, only to give 
high discounts in January to get rid of 
the extra inventory. For example, some 
distributors alter their purchases between 
two suppliers every year just to maximize 
the checks they receive from rebates by 
reaching their growth targets. 

Another word of caution, make sure you 
understand how decision makers will be 
affected by discounts. Rebates or dis-
counts can have a different effect on the 

behavior of different customers depend-
ing on how they are processed. For ex-
ample, the same market has seen compa-
nies that link purchaser bonuses to the 
rebate amount and distributor owners 
who do not tell the purchasers about the 
rebate checks they receive. If the pro-
gram does not drive behavior, you are 
wasting your precious discount or rebate 
dollars. (See Figure 2.)

4. Communicate effectively to your 
sales force and customers. Once the 
discount scheme has been determined, 
the sales force must prepare to sell this 
new plan to the customers. The best 
companies tell their customers very clear-
ly in writing how they can earn an addi-
tional discount during the year: “If you 

do this for me, you will receive x% addi-
tional discount.” The sales force needs to 
understand the purpose of the discounts 
and the most effective way of selling it. A 
volume discount meant to increase share 
of wallet of a client is worthless if the 
sales force does not inform the customer 
of the relationship between incremental 
volume and discounts. As a communica-
tion best practice, the sales force regular-
ly meets with customers to discuss tar-
gets and explain how achieving them is 
good for both sides. 

5. Measure performance and tweak 
discounts accordingly. Despite your 
best intentions, many discount schemes 
do not have the desired effect on custom-
er behavior even if the first four ques-

tions have been answered ap-
propriately. Setting the right 
key performance indicators 
(KPIs) is the only clear way to 
assess the true effect of a func-
tional discount. Tracking them 
can help quickly identify areas 
of improvement where the dis-
count scheme needs to be re-
calibrated. 

Companies in many different 
construction industry sectors 
have used these five steps effec-
tively. If new home construc-
tions further declines, and you 
are forced to give discounts to 
remain competitive, would you 
rather use them as a short-term 
solution? Or would you be bet-
ter off making sure they fit into 
your long-term strategy? (See 
Figure 3.)

Figure 3

Figure 2

3. Determine how to structure the discount  

Buying programs, rebates and quoted discounts are just a few of the numerous 
discount structures implemented within the construction industry. The trick lies in 
identifying as many options as possible and then selecting one that would be 
accepted by your customers and help you achieve your goals. Although most 
customers typically prefer a $1 discount today than a $1 rebate tomorrow, 
experience has shown that rebates in some situations can drive distributor 
behavior strongly. Invoice discounts are typically passed on and can lower “street 
prices,” hurting everyone in the market. By contrast, rebates are very often used 
to increase margins. A 1% rebate can have a significant impact on a distributor 
with 2%‐4% margin.  In one recent example, a wood manufacturing company took 
advantage of rebates for their best‐selling product to reward sales of a new 
higher‐margin product. However, be aware that if the structure is not the right 
one, you will see distributors buying volume in December to reach their rebate 
targets, only to give high discounts in January to get rid of the extra inventory. For 
example, some distributors alter their purchases between two suppliers every 
year just to maximize the checks they receive from rebates by reaching their 
growth targets.  

Another word of caution, make sure you understand how decision makers will be 
affected by discounts. Rebates or discounts can have a different effect on the 
behavior of different customers depending on how they are processed. For 
example, the same market has seen companies that link purchaser bonuses to the 
rebate amount and distributor owners who do not tell the purchasers about the 
rebate checks they receive. If the program does not drive behavior, you are 
wasting your precious discount or rebate dollars.  

Key Customer goal  Successful examples of discount structures* 
Defending high share 
of wallet 

“Incremental” rebates by volume (not “back to dollar one”) 

Product mix  Product‐specific volume targets 

Consistent volume  Quarterly or monthly volume targets 

Growth  Volume discount ladder. Conditional discounting based on past 
volume tier 

New product line  Discounts on main product if trial volume is achieved on new 
product. Particularly important if new product requires learning 
technical specifications in order to be sold by distributors 

* Review specific situation with legal counsel before applying. Legal limitations may apply.  

4. Communicate effectively to your sales force and customers  

Once the discount scheme has been determined, the sales force must prepare to 
sell this new plan to the customers.  The best companies tell their customers very 
clearly in writing how they can earn an additional discount during the year: “If you 
do this for me, you will receive x% additional discount.” The sales force needs to 
understand the purpose of the discounts and the most effective way of selling it.  
A volume discount meant to increase share of wallet of a client is worthless if the 
sales force does not inform the customer of the relationship between incremental 
volume and discounts.  As a communication best practice, the sales force 
regularly meets with customers to discuss targets and explain how achieving 
them is good for both sides.  

5. Measure performance and tweak discounts accordingly  

Despite your best intentions, many discount schemes do not have the desired 
effect on customer behavior even if the first four questions have been answered 
appropriately.  Setting the right key performance indicators (KPIs) is the only clear 
way to assess the true effect of a functional discount.  Tracking them can help 
quickly identify areas of improvement where the discount scheme needs to be re‐
calibrated.   

Companies in many different construction industry sectors have used these five 
steps effectively.  If new home constructions further declines, and you are forced 
to give discounts to remain competitive, would you rather use them as a short‐
term solution? Or would you be better off making sure they fit into your long‐
term strategy? 
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A volume table as guidance… … does not necessarily lead to discount consistency

Units Discount & 
rebate

<75 14%

100 15%

150 16%

200 17%

250 18%

300 20%

>350 22%

Maximum 
discount

Risk of crossing  
maximum discount

Risk of increasing 
discounts

How do you deal with this? 
Mostly through good execution:
- Provide guidelines
- Review link between sales comp and goals
- Monitor closely (Use peer group comparisons)

SKP PROJECT EXAMPLE

Source: SKP project example. Data altered to maintain confidentiality
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The key is to evaluate 
the current process for 
getting a quote done. 
For example, if you have 
a complex product that 
requires engineering and 
your sales team is used 
to working in Excel, then 
fully leverage this tool.

Over the next ten years we will 
witness a failure of most ma-
jor corporations in America 
who do not establish a disci-

plined pricing process for the purpose of 
continuously monitoring and responding 
to market pricing. 

This will be especially true in business to 
business markets where actual competi-
tor pricing is known only on an ad-hoc 
or anecdotal basis. Because they will not 
effectively compete or they will not be 
profitable enough to attract investors, 
these companies will cease to exist. 

Knowing what price it takes to win busi-
ness without unnecessarily leaving mon-
ey on the table will become an everyday 
standard for doing business. Like what 
we have witnessed with the implemen-

tation of Supply Chain Management, 
Quality Initiatives, and IT systems over 
the past few decades, those who lag be-
hind will not be able to effectively com-
pete. 

Observing market pricing is a skill that 
your organization needs to adapt. So, 
how do you drive your team to take on 
what may be perceived as extra work? 

If you want to add something to the 
plate of people who are already “busied-
out,” you have to do one or several of the 
following:

1) Take something off their plate.

2) Offer a process which is easier to use 
than what they are doing today – reduc-
ing their workload.

3) Help them see the personal benefits to 
be had.

Who will be impacted by tracking mar-
ket pricing? And what are their concerns? 
And more importantly, how about a few 
examples of applying the three above! 

Over the years, many non-sales person-
nel have complained that their sales 
team will sell at any price just to close 
the deal. In many companies, there may 
be some element of truth in that price 
tends to be too easy to sacrifice. But in 
reality, most salespeople truly care about 
their companies. Yes, they need to earn a 
living. But, they sincerely do want to do 
what is best for the company. 

Their concerns are straight forward. 
They may not be confident the products 
or services being offered are really of a 
vastly better value than the competitors. 
Because their pricing knowledge is based 
on the last one or two sales they made, 
they also do not trust when others try to 
tell them the market price – especially 

if it is different from what they recently 
quoted and successfully sold. Finally, if 
you really needed to ask, they will tell 
you, “please do not add more paperwork 
or ask for anything that slows me down!” 

Creating a process whereby the salesper-
son tells us what prices they offered and 
to which market segments sounds like 
paperwork. And it might feel like Big 
Brother is looking over their shoulders; 
or worse, micromanaging their activities. 

The key is to evaluate the current process 
for getting a quote done. For example, if 
you have a complex product that requires 
engineering and your sales team is used 
to working in Excel, then fully leverage 
this tool. Use the ability to link up mul-
tiple worksheets to allow for an automat-
ic generation of those cumbersome bill-
ing forms, purchase requisition forms, 
forecasting reports, project manager 
budgets, the actual customer proposal 
letter and diagrams, etceteras. 

Make it so the person using the quote 
tool, gets as much of the other work 

done as possible by simply doing it once 
up front using your tool. Then while 
you are at it, create an output worksheet 

In the current economy, companies who 
do not methodically track market pric-
ing by understanding what pricing wins 
business by market segment will be at 
a severe competitive disadvantage. As 
such, creating sustainable processes for 
monitoring market-based pricing is im-
perative for survival. This often means 
getting creative about how to get the 
information you need. In this article, 
the author addresses the hardest part of 
creating a sustainable pricing system: 
adapting pricing concepts and strategies 
to your way of doing business. Patrick 
J. Taylor is the Managing Director of 
Strategy Process & Analysis LLC. He 
can be reached at pjtaylor@spna-llc.
com.

Driving Compliance 
with Collecting Market Pricing
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There is excellent software that integrates 
into Salesforce.com, Microsoft CRM and 
other leading Enterprise CRM systems. 
And, there are companies who write custom 
software applications that can be loaded 
onto a sales rep’s laptop or PDA. 

which traps the market segmentation 
and pricing content you need. Further, 
make it so that when they are done do-
ing their part and they send it to the 
corporate office, there is someone who is 
detail oriented available to make sure all 
the paperwork is routed to all the affect-
ed parties. 

Also, get those affected parties to provide 
their requirements for the forms being 
automatically generated in this new pro-
posal tool. Do make sure they don’t get 
carried away with things in the work-
sheet that would be nice 
to have. If the rep previ-
ously had to send mul-
tiple forms and paper-
work to a lot of different 
people, then not only 
will you have made their 
job easier by automating 
paperwork, but, you are 
able to streamline their 
process of communica-
tions. 

However, no matter how 
intensively Excel is used 
in most companies to-
day, if your sales reps are 
uncomfortable using Ex-
cel, a quotation process 
built on an Excel plat-
form will not fall into 
the category of making 
things easier for them. 
This means you will 
have to be creative. 

There is excellent soft-
ware that integrates into 
Salesforce.com, Micro-
soft CRM and other leading Enterprise 
CRM systems. And, there are companies 
who write custom software applications 
that can be loaded onto a sales rep’s lap-
top or PDA. Further, there are now En-
terprise grade pricing solutions available 
which can do all the above while provid-
ing better reporting for management. 

The key is to understand how your reps 

work. What are they are going to use? 
And can we make it to where their over-
all workload is reduced by using the one 
tool for quotation while also trapping 
market pricing and segment data? 

Lastly, seeing the personal benefit of 
adopting either a modification to the ex-
isting process, or in some cases an over-
haul, is critical to adoption of a sustain-
able market pricing process. Creating 
a process that makes life easier will get 
many of your salespeople on board. But, 
it does not address the fears of some-

one either telling them the wrong price 
to quote nor ease the feeling that Big 
Brother is looking over their shoulder. 

If you are collecting pricing and mar-
ket data and then creating pricing 
curves, then when you give the reps pric-
ing guidance, share more than just the 
pricing answer of the day. Explain to 
them the conceptual source and meth-

odology of the pricing. Then listen to 
their concerns.

Regular communications of pricing 
trends in the market place in simple, 
easy to understand graphical depictions 
will boost their confidence. For example, 
sending out a quarterly or monthly graph 
that shows hot ticket items’ pricing over 
the timeline giving the highest price per 
unit and the lowest pricing per unit by 
market segment, geography, or other 
relevant business metric will show them 
where their information is going and 

how it is being used. 
Plus, it will help the rep 
see how the guidance 
you are providing is 
based in their reality. 

By providing quality 
pricing advice, you will 
be increasing the sales-
person’s confidence and 
making sure they have 
the right price to offer, 
which will translate into 
the likelihood of closing 
their next sale. This will 
not be perceived as med-
dling, and once they 
make a few sales using 
your information, they 
will be hooked.

In conclusion, compa-
nies who do not me-
thodically track market 
pricing by understand-
ing what pricing wins 
business by market seg-
ment will be at a severe 
competitive disadvan-

tage. But, making sure your sales team 
does their part means you may need 
to get creative about how to get the in-
formation you need. It also means that 
you will need to take pains to help them 
reap immediate tactical benefits through 
easier processes. Then later, they will ap-
preciate your sharing the information 
you are gathering about their market and 
how they can win. 


