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egy needs to become more creative, 
differentiated, and based in a scien-
tific test and measurement approach. 
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Retailers have long sought to im-
prove sales by tinkering with 
all aspects of layout, product 
selection, and price. With re-

gards to pricing, effective strategies seem 
to be an elusive, constantly moving tar-
get. Headlines are continually peppered 
with retailers announcing new—of-
ten reactive—pricing, aimed to capture 
customers and fend off competitors. At 
times these changes are nuanced, as we 
see in the retail industry, where compa-
nies (apparel retailers, for example), seek 
to simply refine their high-low, promo-
tional-based approach. In other cases, we 
see larger strategic shifts – such as the 
move to everyday low pricing (EDLP) 
among many general merchandise, gro-
cery, or home improvement retailers. 
Then, of course, there are massive stra-
tegic realignments, some of which have 
resulted in turmoil and disaster - as we 
have seen in recent years. 

These changes have only accelerated in 
the age of omnichannel retail and price 
transparency. Now, pricing strategies 
should become ever more creative and 
differentiated as blunt tools such as the 
“price match” have an uncertain his-
tory of success. In light of this constant 
change, how should retailers decide what 
path to pursue?

Scientific approaches to understanding 
customers, such as Paco Underhill’s pio-
neering work in Why We Buy, provide a 
path forward by recommending experi-
mentation and a scientific approach: try-
ing out new ideas to constantly improve.1 
More recently, articles have reinforced 
the importance of effective experimen-
tation in all aspects of business.2 How-
ever, there is still an opportunity to di-
rectly apply the principles of testing and 
measuring in the world of retail pricing. 
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Despite the best intentions, experimen-
tation among retailers is still character-
ized by a limited scope or a narrow view 
of success. For instance, small scale pe-
riodic testing may fail to shed insight on 
the breadth of opportunities available. 
Elsewhere, scorecards and KPIs rely on 
approaches such as “year over year” or 
“same store sales”, which can misrepre-
sent the real impact of a test when exoge-
nous changes such as the economy come 
into play.

Whether seeking to refine their current 
course, completely shift strategies, or in-
troduce creative pricing offerings, we rec-
ommend retailers focus on establishing a 
culture of scientific measurement, allow-
ing them to “test their way forward” to 
pricing success. This goes beyond run-
ning a single test. The organizations we 
have seen succeed have committed to 
testing multiple opportunities and rigor-
ously measuring success through a test 
and control methodology

What we mean by  
rigorous measurement
Some retailers feel they already measure 
by tracking common metrics like same 
store sales. The unfortunate truth is that 
these metrics are not built to accurately 
assess the impact of a pilot price test. 
Broad measures such as year-over-year 
sales often fail to account for external or 
unrelated factors that may have influ-
enced sales during the pilot.

To accurately measure the impact of a 
pilot pricing program, we recommend 
utilizing a Test and Control methodol-
ogy. Test and Control is used in scientific 
experiments to find out the answer to the 
“what if” question. In Back to the Future, 
Marty McFly travels back in time and 
finds out (spoiler alert!) what would hap-
pen if his parents had never met. We can 
apply the same methodology in retail 
pricing to ask the question: “what if?” 
To know the impact of a pilot program, 
we compare what happened in the ‘Test’ 
stores vis-à-vis the ‘Control’ stores where 
the pilot was not in effect. For instance, 
if a store had a promotion during a given 
week, how much more did it sell than a 
store without the promotion? 

Retailers can learn from peers in oth-
er industries. Internet and technology 
companies commonly use “A/B test-
ing” where visitors to a website see dif-
ferent pages (note: this methodology is 
also used among online retailers). The 
technology company uses differences in 
behavior to improve user experience and 
click-through rates. Financial institutions 
often employ “champion-challenger” 
schemes, where the newest innovation is 
tested on a randomly selected cohort to 
evaluate the program. One of the most 
rigorous applications is in the pharma-
ceutical industry, which has to meet the 
stringent requirements of the FDA via 
Test and Control. 

While not a new measurement concept, 
many retailers still face challenges in 
establishing robust Test & Control prac-
tices. 

If it’s so impactful, why  
don’t all retailers use  
Test and Control?
Conducting tests in retail is hard. There 
are costs in time and dollars. In addition, 
there may be operational issues to over-
come when attempting Test and Control.

1. Is it worth the upfront costs? One 
advantage of establishing a broad 
culture of measurement is the im-
pact it can have in business results. 
Once a retailer has firmly estab-
lished a culture of measurement, it 
can be leveraged for dozens of ap-
plications, ranging from pricing, 
discounts, human resources, train-
ing, distribution, and other opera-
tional areas. This aspect of Test and 
Control allows retailers to spread up-
front costs such as acquiring knowl-
edge and resources over a wide range 
of potentially successful initiatives, 
not to mention the opportunity costs 
of avoiding ineffective programs. 
Establishing a repeatable process can 
ultimately enable an organization to 
test a larger number of initiatives in 
a shorter amount of time, identify-
ing where to focus resources.

2. Tests must be realistic to be use-
ful. The next issue facing nearly all 

pilot programs is potential impact. 
Large retailers could have thousands 
of brick and mortar stores each re-
quiring local considerations. For 
example, when a retailer with thou-
sands of locations was changing 
prices, we faced the prospect of hav-
ing to update price tags on a million 
bottles of shampoo already on the 
shelf. To achieve this, printers ran 
24 hours a day for weeks to get the 
labels right. At another retailer, price 
tests were accompanied by market-
ing materials, store selling tools, 
technology job aides, and in-store 
training. These tools needed to be in 
place in advance of the test to ensure 
a seamless selling process.

3. Time is money. Finally, and this 
may be the most difficult: testing re-
quires patience. Many price tests can 
be concluded in a few weeks, but we 
have measured some price tests for as 
long as 12-18 months. The willing-
ness to be data-driven and not react 
to trigger reflexes can be a major cul-
tural change for some retailers. Test-
level changes may take time to be 
fully absorbed by customers, and be-
havior may change slowly, highlight-
ing the need for testing discipline. In 
the end, adhering to the principle of 
patience is all part of establishing a 
true measurement culture.

Store Selection & 
Measurement
Once a retailer decides to implement 
test-control processes, the next question 
is often: how do we pick test stores vs. 
control stores to ensure accurate results? 

• Random selection. Since the 1940s, 
scientists have been using random se-
lection for experiments and measure-
ment. For a retailer, this essentially 
means flipping a coin and assigning 
each store to test or control based on 
heads or tails. The only difference is 
the pilot program given to the treat-
ment group. The two groups of stores 
are identical in almost every other 
way, including the external environ-
ment such as the economy.

http://www.pricingsociety.com
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• Propensity scoring. More recently, 
academics have been pioneering ways 
to select test and control groups when 
randomization is not feasible. If we 
could find a twin for each store in 
the test group, then we would have a 
comparable baseline as good as if it 
were selected randomly. In spirit, that 
means identify a set of control stores 
as close as possible in every way to the 
test stores. Propensity score matching 
is an algorithmic way to derive test 
and control groups which can be “as 
good as random” when done properly. 

Propensity scoring can be especially use-
ful in retail when a test may require a 
high degree of operational change or 
“hands-on” execution. Random selec-
tion may mean that stores on opposite 
ends of the country are part of the test. 
That means: 1) two separate regional 
managers need to be trained, 2) media 
and other marketing materials need to 
be adjusted in multiple regions, and 3) 
inventory and merchandising need to 
be considered in multiple distribution 
networks. Propensity scoring matching 
could be used to select stores within re-
gions, reducing operational costs of run-
ning the test. 

At one large retailer, management insist-
ed on launching a new operations com-
pliance program in the worst performing 
stores. They challenged: we recom-
mended the program; it is going to work, 
right? Even in this case, we were able to 
find some similar stores not receiving the 
program. These stores served as a decent 
control group and allowed us to measure 
the benefit of the program.

While we discuss test and control in a 
brick and mortar setting, these methods 
are even more commonly used by online 
retailers (often in the form of A/B test-
ing) due to the low cost of creating test 
and control groups. Omnichannel retail-
ers can and should employ these meth-
odologies across appropriate channels. 

Test, Learn, Adapt
We challenge retailers to take a more 
thoughtful, scientific approach to test-

ing and measurement. This begins by 
building a culture of measurement. In 
the more advanced retailers, this culture 
manifests in a commitment to “getting 
things right” upfront, a thirst for details, 
and the patience necessary to methodi-
cally evaluate operational tests before 
moving forward. Once this culture is in 
place, retailers must focus on crafting ex-
perimental design and building a repeat-
able process to measure accurately. This 
design is even more important in the 
world of big data, where retailers collect 
terabytes of data on stores and custom-
ers every day. With a little analysis and 
planning, the data can be put to work ef-
fectively. Finally, rather than measuring 
success through a single metric, we chal-
lenge retailers to pay careful attention to 
the definition of success. 

Though establishing a data-driven cul-
ture of measurement is no easy task, 
retailers—such has the one highlighted 
below—who choose this path may have 
the opportunity to fully capitalize on 
winning pricing strategies.

After all, as Edward Deming once said, 
“In God We Trust. All others bring 
data.”
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In 2014, one specialty retailer was beginning to see signs of collapse – share 
price had tumbled 50% over 3 years, traffic and item sales were down, all while 
holding average price per item constant. The question was – should they make 
pricing adjustments to be more competitive and relevant to its customer base, 
or would that cause further erosion?

In the past, the answer to that question would have been to launch nationwide 
price changes based on limited data and gut instinct honed by decades of re-
tail experience. In a reversal from precedent, the retailer decided to take a more 
measured approach and test a large number of pricing tests across its 2,500 
stores, with the ultimate goal of transforming the organization’s approach to 
strategic pricing. 

As we began to design and implement the price tests, we focused first on accu-
rately assigning test and control stores. Executional considerations were partic-
ularly important at this retailer, and tests were generally executed on a district 
level basis (i.e., 8 to 10 stores). Due to this constraint, we followed a simplified 
propensity matching method, using three key variables (revenue, customer ac-
tivity, and profitability) to match test and control stores. Matched stores came 
from “clean” districts, where other tests were not currently happening. 

Following the test execution, we placed equal importance on success measure-
ment, creating detailed scorecards, containing five to ten key metrics, to accu-
rately evaluate results. These scorecards, and the attention to multiple measure-
ment criteria, eventually allowed management to understand the power of the 
scientific process. The program not only furthered the culture of measurement 
at the retailer, it also helped narrow and prioritize the list of potential pricing 
actions to be executed going forward.

Establishing Test and Control Success at  
a Multi-Billion Dollar Specialty Retailer
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Customer satisfaction has become one of 

the most discussed leading indicators of 

business growth. But, as recent research 

suggests, although increased customer 

satisfaction leads to growth, the growth 

is temporary. In this article, the author 

explores a much more lasting and prof-

itable customer relationship: customer-

company identification. Tim J. Smith is 

the managing principal at Wiglaf Pric-

ing, adjunct professor at DePaul Uni-

versity, a frequent PPS speaker, instruc-

tor and presenter, and the Academic 

Advisor for the Certified Pricing Pro-

fessional designation.  His most recent 

book is Pricing Strategy:  Setting Price 

Levels, Managing Price Discounts, & 

Establishing Price Structures (South-

Western Cengage Learning, 2012). He 

can be reached at tsmith@wiglafpric-

ing.com.
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The Cult of CSAT – How the 
Pursuit of Customer Satisfac-
tion is Insufficient and What 
May Replace it

Customer satisfaction (CSAT) has be-
come one of the most discussed lead-
ing indicators of business growth. From 
satisfied customers comes customer loy-
alty leading to higher sales with existing 
customers, more sales to referral custom-
ers, and potentially greater pricing power 
from reduced price sensitivity. 

But is this real? 

According to recent research by 
Haumann et al., it’s real, but temporary.1 
Fortunately, other forms of customer 
engagement, such as customer-company 
identification, can have a longer last-
ing effect even in the face of competitive 
poaching. 

Customer Satisfaction 
vs. Customer-Company 
Identification
Customer-company identification is 
different than customer satisfaction. 
Customer satisfaction measures how a 
post-purchase customer feels an offer-
ing performed relative to their pre-pur-
chase expectations.2 Customer-company 
identification measures the perception 
of oneness with or belongingness to an 
organization, where the individual de-
fines him/herself in terms of the organi-
zation.3

Customer-company identification is 
harder to achieve than customer sat-
isfaction, and clearly there are fewer 
brands with which most people have 
any identification. Customer-company 
identification derives from self-defini-
tional needs of customers that can be 
fulfilled identifying with a brand. These 
self-definitional needs include self-con-
tinuity (maintaining a consistent sense 
of self), self-distinctiveness (distinguish-
ing oneself in social settings) and self-en-
hancement (maintaining and affirming a 
positive self-view).4

Measuring customer satisfaction can 
come from a single question Likert-
scale survey such as “I am satisfied with 
[BRAND OF MEASUREMENT]” 
or “I would recommend [BRAND OF 
MEASUREMENT] to a friend.”

Measuring customer-company identifi-
cation comes from a six-question Likert-
scale survey. Since the topic of custom-
er-company identification appears to be 

absent from the web, we offer Mael & 
Ashford’s original survey questions. They 
are:

1. When someone criticizes [BRAND 
OF MEASUREMENT], it feels like 
a personal insult.

2. I am very interested in what others 
think about [BRAND OF MEA-
SUREMENT].

3. When I talk about [BRAND OF 
MEASUREMENT], I usually say 
“we” rather than “they.”

4. [BRAND OF MEASUREMENT]’s 
successes are my success.

5. When someone praises [BRAND 
OF MEASUREMENT], it feels like 
a personal compliment.

6. If a story in the media criticized 
[BRAND OF MEASUREMENT], 
I would feel embarrassed.

Temporary Impact
It’s no surprise these things are congru-
ent: customer satisfaction and custom-
er-company identification both have a 
positive impact on customer loyalty and 
willingness to pay.5

It should also come as no surprise, the 
longevity of their impact is limited. Of 
these two metrics, customer-company 
identification impacts loyalty and will-
ingness to pay longer than customer sat-
isfaction. 

In the face of competition, firms will 
have their customers poached, even sat-
isfied and customer-company identified 
customers. Competitive advertising has 
been shown to shorten the longevity of 
the impact of customer satisfaction and 
customer-company identification on loy-
alty and willingness to pay. 
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To thwart these actions, firms 
can take counter or defensive 
actions themselves. Research 
indicated that the key to 
limiting competitive poach-
ing lies in the relative level of 
advertising and engagement. 
If the firm maintains their 
relative advertising spend, the 
impact of competitive adver-
tising on loyalty and willing-
ness to pay is curtailed. If 
the firm reduces their relative 
advertising spend, the impact 
of competitive advertising on 
loyalty and willingness to pay 
is acute. 

Beyond the CSAT
Hence, we get to the chal-
lenge to the cult of CSAT. 
Without even touching the 
debate between CSAT and 
Net Promoter Scores, we have 
a serious strategic challenge to 
the pursuit of customer satis-
faction. 

Given that (1) 65% to 85% of satisfied 
customers still defect., (2) satisfied cus-
tomers that don’t defect are likely to 
defect as time goes by, and (3) competi-
tors can poach your customers simply by 
advertising more, is investing in satisfied 
customers really investing or is it just 
spending on a short-lived wasting asset? 

I know that is a heretical question. And, 
that wasn’t the point the researchers 
were making. Rather, this question raises 
the issue that customer satisfaction isn’t 
enough to drive loyalty and improve 
pricing power. 

It’s an indicator, but a woefully inad-
equate one.

Rather, customer satisfaction is more of 

a single step in the long process towards 
sustainable customer relationships than 
an accomplishment in and of itself. Sup-
ported through other forms of engage-
ment, customer satisfaction and its im-
pact on loyalty and willingness to pay 
can be driven towards the goal of mutu-
ally beneficial relationships. But a single 
incident leading to a single state of cus-
tomer satisfaction is likely to have no 
more than a short-term positive impact, 
if that. 

The concept of customer-company iden-
tification is an imperfect move towards a 
better gauge of loyalty and pricing power 
according to this research. Customer-
company identification is a longer lasting 
indicator of both loyalty and willingness 
to pay than customer satisfaction. 

Given its definition, customer-compa-
ny identification sets a goal for firms to 

engage their market in man-
ners, which may go beyond 
simple exchange and offering 
delivery. It calls for firms to 
engage the human (and com-
pany if you are in business 
markets) behind the purchase 
decision. To borrow from my 
favorite boot company, it calls 
for firms to #StandForSome-
thing, something their cus-
tomers can align themselves 
with.
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Discount travel company 
Priceline is now valued 
at over $61 billion based 
on a business model of 
using uncertainty to sell 
to the budget-minded.

While price-raising opportunities gen-

erally do exist for many companies 

when revamping their pricing strate-

gies, the real creativity—and often, the 

bigger opportunity—involves grow-

ing a business by activating dormant 

customers, as the author explains. Rafi 

Mohammed is the founder of Culture 

of Profit LLC, a Cambridge, Mas-

sachusetts-based company that helps 

businesses develop and improve their 

pricing strategy, and author of  The 

1% Windfall: How Successful Com-

panies Use Profit to Profit and Grow. 

This article originally appeared on the 

Harvard Business Review web site at 

HBR.org.

Price Sensitive Customers  
Will Tolerate Uncertainty

When I help a company 
with their pricing strat-
egy, the typical first day 
of an engagement entails 

the client company’s vice president say-
ing with a grin: “So, how are you going 
to help us raise prices?”

While price-raising opportunities gen-
erally do exist, this is a provincial view 
of the upside of revamping a company’s 
pricing strategy. The real creativity—
and often, the bigger opportunity—in-
volves growing a business by activating 
dormant customers. Contrary to popu-
lar thinking, this often requires offering 
selective discounts—in other words, low-
ering prices, not raising them.

Wouldn’t it be nice if you could identify 

price-sensitive customers and discreetly 
offer them discounts without having to 
lower prices to those who are willing to 
pay full freight? This is the exact goal of 
individual negotiation. 

Car salesmen who inquire where you live 
and what other cars you are consider-
ing aren’t making idle chit-chat; they are 
sizing you up and seeking clues on the 
most you are willing to pay. This enables 
them to charge a range of prices for the 
same product—higher to those wearing 
designer clothes compared to those who 
dress down. (This is why my typical car-
buying attire is jeans and a ratty T-shirt.)

Of course, negotiating price with each 
individual customer is labor intensive, so 
most products and services can’t viably 
be sold this way. (Can you imagine an 
individual price negotiation with every 
customer for each product in their cart at 
Wal-Mart?) The good news is there are a 
variety of retail tactics which can be used 
to offer carefully targeted discounts.

A key pricing strategy involves using 
hurdles to identify price sensitive cus-
tomers. While everyone likes lower 
prices, hurdles separate those who truly 
won’t buy without a price break from 
the posers who don’t really care about 
price. For example, customers who take 
time to search for, clip, and redeem cou-
pons are jumping over multiple hurdles 
to prove they are discount-worthy. Ditto 
for consumers who fill out rebate forms; 
their actions prove their price sensitivity.

One way to create a hurdle is to intro-
duce uncertainty into your product. 
Consider the Rolling Stones’ 2013 U.S. 
tour. The Stones were able to attract 
plenty of expense-account types and die-
hard fans who were willing to pay high 
ticket prices (as much as $2,000)—just 
not enough to fill arenas. The challenge 
the Stones faced is how to lower prices 
without losing these high-margin sales. 

The solution: they sold $85 tickets with 
an unusual condition. Specifically, you 
wouldn’t find out exactly where the seat 
was until you entered the arena. The ra-
tionale, which made sense, is that fans 
with a high willingness to pay wouldn’t 
play this seating-roulette game, and 
would instead pay full price for certainty.

Uncertainty pricing is a powerful driver 
of new sales. Dubious? Discount travel 
company Priceline is now valued at over 
$61 billion based on a business model of 
using uncertainty to sell to the budget-
minded. 

To book a highly discounted hotel room 
on Priceline.com, you have to select the 
general area in a city you want to stay in, 
as well as hotel quality level (1–5 stars), 
and then submit a non-refundable bid. 
Only after inputting this information 
do you find out if your bid is accepted as 
well as which hotel you won. The pro-
cess adds several elements of uncertainty: 
What hotel will I get? How much should 
I bid? The reward to consumers for 

jumping over these hurdles is big savings. 
Priceline’s pitch to hotels is just as com-
pelling. It offers a distribution channel 
to discreetly sell excess capacity without 
having to advertise rock bottom prices. 

Regular customers continue paying full 
price and the hotel’s brand is not tar-

CONTINUED ON NEXT PAGE �
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An interesting wrinkle has cropped up for Priceline 
and its rival Hotwire. Popular web sites such as 
BetterBidding and BiddingforTravel are now providing 
information to assist bidders in understanding how 
much to bid, as well as which hotel they’ll likely get.

nished. No one is the wiser, except those 
who win Priceline bids. (Disclosure: I 
love Priceline and use it often. I travel to 
New York for business and even though 
I pass my travel costs on to clients, it 
bothers me to pay $450 – plus close to 
15% in nightly taxes – for a small room 
in a non-luxury hotel.)

But now an interesting wrinkle has 
cropped up for Priceline and its rival 
Hotwire. Popular web sites such as Bet-
terBidding and BiddingforTravel are now 
providing information to assist bidders 
in understanding how much to bid, as 
well as which hotel they’ll likely get. This 
resolves much of the uncertainty associ-
ated with purchasing through Priceline. 
Are these sites going to harm Priceline’s 
business model? Not really. Using them 
takes time and savvy, which is simply an-
other hurdle. 

I recently tried to explain to a friend how 
to benefit from insights on these Price-
line-information web sites and he quick-
ly became frustrated, claiming he didn’t 
need the headache. What he was really 
saying is that he doesn’t value the cost 
savings enough to jump over the dis-
count hurdle. Counterintuitively, these 
rival websites may actually boost Price-

line’s sales. I, for instance, wouldn’t use 
Priceline if BetterBidding did not pro-
vide guidance on which hotel I’d likely 
win.

Most companies overlook the upside 
from high growth discounting. Creating 
hurdles can draw in new customers with-

out cannibalizing full price sales.

The question managers should ask them-
selves: What type of uncertainty can you 
introduce to your company’s products to 
grow sales?

http://www.pricingsociety.com
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Seven Cornerstones of  
Successful Pricing Implementation

To successfully create, execute and 

maintain profit-boosting pricing ini-

tiatives, smart managers need to factor 

in the seven cornerstones of successful 

pricing implementation, as the authors 

explain. Dr. Daniel Bornemann is a 

Partner at Simon-Kucher & Partners 

who specializes in pricing and sales. 

Mark-Daniel Rentschler is a Senior 

Director and Alexander Stahmer is a 

Manager at Simon-Kucher. They can 

all be reached via www.simon-kucher.

com. This topic was first presented at 

the 2013 PPS conference in Berlin by 

Mark-Daniel Rentschler, Senior Di-

rector of Simon-Kucher & Partners: 

goo.gl/LUu3FF.

The price has more influence 
on a company’s profits than 
any other factor. That’s why 
it’s so important for compa-

nies to take a critical look at their pricing 
strategies. Even more important though 
is how these strategies are pursued, i.e. 
the implementation. Otherwise they’re 
not worth more than the paper they’re 
written on. To successfully implement 
profit-boosting pricing initiatives, smart 
managers need to factor in these seven 
cornerstones:

1. The pricing roadmap: develop  
a roadmap to become a pricing  
champion
Devise an approach to boost returns: 
successful pricing initiatives run ac-

cording to plan from day one. This re-
quires first identifying and prioritizing 
the main action areas. Next, you need to 
analyze your previously achieved trans-
action prices and then compare them 
with industry benchmarks. Based on 
the results, you can create a customized 
roadmap with the most important pric-
ing levers. 

2. Evolution, not revolution: take one 
step after the other
If you are still setting prices based on in-
tuition or on a cost-plus approach, then 
you shouldn’t jump into, say, a complex 
pay-per-use model. Many people simply 
underestimate the implications of this 
kind of model. A pay-per-use model, for 
example, involves taking on certain risks, 
being well acquainted with the legal situ-
ation, and managing a higher financial 
commitment. Still, if you manage to lay 
the groundwork for pricing, there’s no 
reason why you shouldn’t utilize innova-
tive price models that will help you dif-
ferentiate from the competition.

3. Make pricing a boardroom topic
It is the responsibility of C-levels to ac-
tively steer the pricing process. In past 
decades, managers focused strongly on 
the cost side. Processes were optimized, 
purchasing professionalized and the effi-
ciency in production was boosted. Since 
then, many company leaders have recog-
nized that the cost side offers little op-
portunity to improve revenue further. 
The price as the number one profit lever 
plays an increasingly important role here. 
With the right guidelines and simple 
measures, managers can instigate signifi-
cant changes in the short term. 

4. Pricing organization: assign clear 
responsibilities
It’s time to define who is responsible for 
what. For pricing initiatives to succeed, 
it’s crucial that everyone involved is clear 
about what their responsibilities are. This 
includes separating the task of price cal-

culations from price implementation. If 
no one feels responsible for pricing, then 
the sales force will take care of it them-
selves. In doing so, the achievement of 
price targets cannot be measured. By cre-
ating a pricing manager function, pric-
ing is given a clear organizational set-up. 
When selecting a pricing manager, it is 
important to consider expertise, seniority 
and communication skills.

5. Mentality: reward margin  
thinking 
Reward margin-boosting behavior: a 
major hurdle of every pricing initiative 
involves changing the mindset and be-
havior of employees. To accomplish this 
change, it’s important to get employees 
involved early on and to reward positive 
behavior accordingly. Well-established 
incentive systems provide a means of 
changing how employees think about the 
importance of prices. If a salesperson sees 
during a negotiation, for example, that 
a price cut would negatively affect his or 
her bonus, this increases price awareness.

6. Simplicity: Learn to walk before 
starting to run
Get things established before taking the 
plunge. A sure-fire way towards a failed 
pricing initiative is to force your team 
to cope with a highly complex price 
model. A price model needs to be trans-
parent and easy to understand for ev-
eryone. This doesn’t mean falling back 
onto naive methods such as cost-plus. 
Intelligent price models, based on strate-
gic company goals, are a good alternative 
and easier to follow.

7. Now repeat!
And repeat again and again. Don’t ever 
stop preaching until everyone under-
stands that the new pricing approach is 
about boosting profits, and not revenue. 
Success stories are helpful here. These 
positive examples should be talked about 
in regular training seminars. That way, 
everyone can learn from the best.

http://www.pricingsociety.com
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