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In this article, the author presents ten 

growth initiatives that can help compa-

nies, particularly new market entrants, 

avoid price wars and grow profitably in 

the challenging market environments of 

the Middle East. Although this article 

is market specific, it presents numer-

ous strategies that pricers in any global 

market can apply to their specific pric-

ing situations and challenges. Author 

Lovrenc Kessler is Managing Director of 

Simon-Kucher & Partners’ Middle East 

office in Dubai. He can be reached at 

lovrenc.kessler@simon-kucher.com.

Ten Growth Initiatives for B2B-Focused 
Companies in the Middle East

With Gulf Coopera-
tive Council’s (GCC) 
GDP growth accelerat-
ing again, companies 

are proudly announcing revenue growth 
quarter after quarter. Yet economic 
growth also attracts more competition, 
and the arrival of new market players 
inevitably puts prices and profits under 
pressure. B2B industries are particularly 
susceptible to these risks. 

These ten growth initiatives can help 
companies, particularly new market en-
trants, avoid price wars and grow profit-
ably in the challenging market environ-
ments of the Middle East.

1. Prioritize your goals and define 
your pricing strategy

Successful companies have a clear goal 
hierarchy in place: They know exactly 
what they are after in terms of revenues, 
profits, market share, and so on. 

Equally important is a consistent pric-
ing strategy that defines the price-value 
positioning in the market. “Should we 
address the low end? Should we be pre-
mium? How will we react if competitors 
cut their prices?” Market leaders have 
answered these questions in a clearly 
phrased pricing strategy.

2. Select your target customers: 
Which customers do you – and don’t 
you – want?

Key account managers are primarily re-
warded according to their annual sales 
volume. While this ensures that they 
fight for every deal, they tend to forget 
the profitability side. Best-in-class com-
panies consistently monitor the margin 
contribution of their accounts (which 
can be tricky in B2B industries with 
complex products). If customers generate 
a negative margin contribution, contracts 
are adjusted promptly.

3. Choose the optimal revenue model 
for your products/services

A successful revenue model is based not 
on internal (variable) costs, but on the 
value it delivers to the customer. B2B 
sales contracts involve a wide range of 
pricing dimensions that need to be tai-
lored to the needs of specific customer 
segments. Should you charge per item? 
Per customer? Per product category? Per 
delivery? Per weight unit? Per unit of us-
age (e.g. per km)? 

In one case, a logistics company signed 
a five-year contract with a TV manufac-
turer to become its exclusive TV deliv-
ery partner. It negotiated a fixed price 
per TV delivered. But over the years, 
TV sizes increased from an average of 

37 inches to 45 inches, so the company 
could no longer deliver as many TVs per 
truck. This resulted in negative margins 
and almost made the logistics company 
bankrupt.

4. Be consistent with your list prices 
(price levels, gaps, upsell path)

Companies in B2B industries often sell 
hundreds of product categories and sev-
eral thousands of SKUs. The key chal-
lenge is to have consistent prices across 
all these products. A simple example 
from the automotive industry: A supplier 
sells alloy rims for multiple car segments 
in multiple sizes (diameter, width), re-
sulting in hundreds of variations. 

A systematic assessment revealed that 
medium-sized rims (16x7) were priced 15 
percent lower than small rims (16x6.5), 
although production costs were equal. 
By adjusting prices (medium-sized rims 
priced above small rims), the supplier 
was able to increase its revenues by al-
most 30 percent.

5. Introduce new pricing dimensions, 
e.g., monetize value-added services 
and systematically introduce sur-
charges

Have you recently checked the variety 
of VAS that you offer your clients, and, 
more importantly, how often do you 
charge for them? B2B customers quite 
often ask for additional services and have 
special requests regarding delivery, tech-
nical support, and so on, yet only a few 
companies dare to charge for them. Take 
road toll charges, for example: In the 
UAE, home/office deliveries are typically 
free of charge. Until recently, toll charg-
es were capped at AED 24 (USD 6.50) 
per day. Since this cap was lifted, only a 
few companies have started to add toll 
charges to their invoices to protect their 
margins.
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6. Establish a consistent discount 
structure in line with your pricing 
strategy

When dealing with key accounts, it is 
vital for every company to give the sales 
force a systematic discount structure to 
protect margins and avoid revenue dilu-
tion. How much should the maximum 
discount be? What should it be based 
on: order size, sales volume, length of 
customer relationship? A simple “growth 
matrix” can help to plot various sce-
narios (e.g. large volumes, rapid growth 
of the client) to determine the right dis-
counts. Successful companies have very 
stringent discount schemes that give the 
largest rewards to the customers that 
contribute the highest revenues and prof-
its. 

7. Implement a simple, transparent 
sales commission/incentive scheme 
that supports your goal hierarchy

Far too often, sales commission schemes 
reward those who generate the largest 
sales volumes. However, this might not 
be in line with the company’s goal hi-
erarchy. If the goal is to increase profit-
ability, the incentive scheme should also 
factor in the profitability of each deal, 
i.e. a sales manager who generates a high 
margin should also receive a large bonus. 
Best-in-class companies provide their 
sales force with easy-to-use decision sup-
port tools. Account managers can check 
during customer negotiations how the 
price will impact their commission. 

8. Provide systematic guidance to your 
sales force in deal negotiations

Closing a deal in the B2B world can be 
tough. Many companies compete for a 
single customer, and the customer likes 

to exert pressure with phrases such as “If 
you don’t lower your price, I’ll buy from 
somebody else.” Yet in most cases, the 
situation is not hopeless. 

Price is an important factor, but not the 
only one. Instead of willingly conceding 
price discounts, successful companies 
have coached their sales force on how to 
act in difficult price negotiations. They 
suggest drafting a consistent “order of 
concessions”. Starting with the list price, 
account managers may offer incremen-
tal value (a) first. The next step is a one-
time discount (b) and, only if required, 
the customer may be granted a recurring 
discount (c). If that is 
still not enough, the 
sales manager should 
stop at the internally 
set “walk-away price” 
(i.e. no deal beyond 
that price point). 
When was the last 
time you congratu-
lated a salesperson for 
walking away from a 
(prospective) custom-
er? If you can’t remember, you should 
reconsider your sales strategy.

9. Monetize alterations to the stan-
dard payment terms

In banking, interest rates are a reflection 
of risk: the higher the risks, the higher 
the rates. The same goes for payment 
terms. Earlier payments reduce the risk 
for the beneficiary; that’s why companies 
are willing to grant their customers a dis-
count in exchange for early payments. 

But how about late or partial payments? 
Very few companies have institutional-
ized their payment terms in their T&Cs 
to the extent that automatic fees are 

imposed in response to payment viola-
tions. In B2B industries where free cash 
flow can become an issue, charges for 
late payments should be automatically 
imposed. Yet this can be done in a “posi-
tive” way. Best-in-class companies offer 
their customers late payment options as a 
value proposition for a price premium.

10. Institutionalize annual price level 
adjustments

In many B2B industries, raw materials 
and supplier costs account for the largest 
portion of variable costs. These costs typ-
ically augment year by year, but produc-

ers struggle to pass 
these cost increases 
on to their custom-
ers. Even inflation 
is hardly factored 
into the final price. 

To avoid margin 
dilution, best-in-
class companies 
have introduced 
annual price in-

creases (known as APIs) in their terms 
and conditions. Towards Q3 of each 
year, they communicate the APIs for the 
next year to their customers, who imme-
diately incorporate them in their budget 
planning.

Achieving profitable revenue growth is 
a constant battle, and each industry and 
company faces its own particular chal-
lenges. Yet top management should con-
stantly keep an eye on pricing, as this is 
the key indicator of long-term growth. 
Today’s poor pricing is tomorrow’s for-
gone profit – and the day after tomor-
row’s lost investment capital.

Today’s poor pricing 
is tomorrow’s forgone 
profit – and the day 
after tomorrow’s lost 
investment capital.


