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Pricing Excellence in the Packaging 
Industry – Challenges and Opportunities

1. The packaging industry – 
more than just commodities

To sum it up, the packaging 
industry is one of the most 
underrated industries when it 
comes to pricing opportuni-

ties. Despite its reputation as an industry 
mainly driven by pure commodities, it 
comprises various niches to be exploited 
as well as a number of levers for price 
differentiation, either customer-related 
or based on value added services such as 
superior order processing and logistics. It 
is therefore a steady source of innovation 
and has a significant contribution to the 
profits of the industry.

So what does it take to exploit the po-
tentials mentioned? The challenge is, of 
course, to identify differentiation po-
tential and escape the commodity trap 
many companies fall into. The authors 
have gained an extraordinary amount of 

experience through their project work for 
various companies within the industry 
and have developed a four step approach 
to systematically identify underlying 
pricing levers.

2. The pricing process 
– a four step approach to 
increase profitability
The pricing process, as shown in figure 
1, consists of four key steps. However, 
only a few companies clearly differentiate 
those steps, and fewer still systematically 
seek for improvement potential within 
each step.

The first step, pricing strategy, contains 
the basis of a company’s pricing ap-
proach. All longer term pricing related 
issues should be addressed within the 
pricing strategy. These include market 
share and margin targets, key markets 
and market segments, price positioning 
and the international price differentia-
tion, among others.

Based on this strategy the price deter-
mination framework is defined. It con-
tains a clear set of rules and guidelines 
for price setting. Within this set of 
rules product-, customer- and order-re-
lated price drivers have to be analyzed 
and transferred into value based pricing 
mark-ups.

However, even the best price logic will 
not be beneficial unless it is consistently 
implemented in the market. A number 

of methods can help to foster price im-
plementation, including transferring best 
(sales) practices from outstanding sales 
representatives to the rest of the sales 
force, developing price systems and cre-
ating value communication guidelines. 
A profit-oriented sales incentive system 
should also be a vital part of price imple-
mentation.

Information is a key element in pricing. 
It is essential for sales representatives to 
relay customer and competitor price in-
formation to sales management so that 
they can adjust the sales and pricing 
strategy accordingly. It is also critical to 
install price related KPIs and reporting 
to monitor and control overall price de-
velopment and exceptions.

3. Typical pricing challenges 
and opportunities within the 
packaging industry
What are some successful levers that 
can be used to increase the profits of our 
packaging industry? Like any other in-
dustry, packaging has its own unique 
pricing challenges that derive from the 
situation described above.

Starting again with pricing strategy, it 
should be clearly defined and, most im-
portantly, documented and communi-
cated. In many companies no common 
understanding exists between differ-
ent functions such as sales and product 
management on how products and ser-
vices should be positioned in the market. 
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The first step, pricing strategy, contains the basis of a company’s pricing approach. All longer 
term pricing related issues should be addressed within the pricing strategy. These include market 

share and margin targets, key markets and market segments, price positioning and the international 

price differentiation, among others.

Based on this strategy the price determination framework is defined. It contains a clear set of rules and 

guidelines for price setting. Within this set of rules product-, customer- and order-related price drivers 

have to be analysed and transferred into value based pricing mark-ups.

However, even the best price logic will not be beneficial unless it is consistently implemented in 
the market. A number of methods can help to foster price implementation, including transferring best 
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Furthermore target markets should be 
clearly defined and the price-value po-
sitioning should fit to the demands in 
target segments. A typical example in 
packaging would be an application based 
price differentiation. Target margins for 
pharmaceutical packaging should exceed 
those of most other industries by far as 
they require a long qualification process 
and have higher quality 
standards. Those expecta-
tions should clearly be out-
lined and communicated 
internally with the price 
strategy.

In price determination, the 
core of pricing systems, 
a number of more opera-
tional levers can be stated. 
For example most compa-
nies still struggle to sys-
tematically pass on cost 
increase such as raw mate-
rial and transportation cost 
increases – regardless of 
whether an automatic link-
age option, i.e. attached to 
an index is chosen or an 
option based on a manual 
pass through by sales reps. 
A necessary precondition 
however is that relevant 
cost drivers are moni-
tored and clear escalation 
schemes are in place.

Many companies lack a 
clear understanding of 
the value they deliver from a customer 
perspective and therefore fail to clearly 
identify and outline their USPs. If a 
company, for example, offers a packaging 
material that runs better on packaging 
machines and therefore results in a lim-
ited down time, it should expect a higher 
price than its competitors. Furthermore, 
if a customer requires its suppliers to 
be certified then this lock in can pro-
vide pricing opportunities such as in the 
pharmaceutical or food packaging indus-
tries, for example.

Oftentimes, there is no clear link be-
tween customer performance and the 
price levels installed. Are A-customers 

clearly defined and appropriate price and 
service levels allocated? The same has to 
be stated for order specifics. Are order 
volumes directly linked to prices? Too 
often value added services are given away 
for free or not even mentioned to the 
customer. For example, a technician is 
sent out to test a packaging material on 
a machine. While this can be a reason-

able approach for key accounts, it should 
be charged for at smaller customers. It is 
striking how often sales representatives 
challenge that this would not be possible 
in their industry whilst their competitors 
are successfully charging for it.

Price implementation can be sum-
marised as follows: Make things hap-
pen! It is again striking that most com-
panies do not establish clear standards 
on price implementation. Price windows 
for sales reps are not clearly defined and 
escalation processes are not in place. 
These price windows can, for example, 
be systematically steered based on ca-
pacity load. If the forecast shows a high 

capacity load, price windows should 
be cut systematically; conversely, they 
should be broadened if the opposite is 
the case. Furthermore, no link between 
price performance and variable incen-
tives exists in many companies. The 
packaging industry was purely focused 
on market share and volume for far too 
long.

Last but not least, price 
controlling should give 
easy access to key infor-
mation on price quality 
and the successful imple-
mentation of the pricing 
strategy. However, few 
companies have installed a 
system of key performance 
indicators that systemati-
cally challenges price per-
formance. As a benchmark 
is not defined, it is hard 
to monitor performance 
and transfer best practices: 
for example, an intelligent 
capacity forecasting does 
not exist and is therefore 
not linked to pricing deci-
sions as pointed out above. 
In many companies con-
tribution margins are not 
accepted in sales, as dif-
ferent machines or facto-
ries will result in different 
margin expectations. They 
are therefore not used to 
optimize overall profitabil-
ity by better sales steering 

or, even worse, single sales reps intervene 
with production to get into the right 
slots.

4. Summary and outlook
The framework of this article only allows 
for a brief introduction into the opportu-
nities pricing offers in packaging. How-
ever, it became clear that various options 
exist to improve price quality and there-
fore profitability in the packaging indus-
try. If all steps of the pricing process are 
being challenged systematically to iden-
tify the levers for your respective com-
pany, it is very likely that profit improve-
ment will be realized in the range of 1-2 
percentage points.

Target margins for pharmaceutical 
packaging should exceed those of most 
other industries by far as they require 
a long qualification process and have 
higher quality standards. 




