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Figure 1: Fluctuation of Cargo Fees per Day (Excluding Ancillary Fees*)

There’s No Single Market 
Price in Logistics — Every 
Deal Is Different

All discussions of price in the 
logistics industry soon turn to 
the subject of market prices. 
Many top executives still as-

sume that logistics suppliers have no 

freedom to set prices; they think the 
market price for a certain kind of deal 
is controlled by factors that cannot be 
influenced, just like tax brackets or the 
weather.

It’s a common fallacy — and a costly 
one, as numerous analyses show. Apart 
from a very few exceptions, logistics 
prices rise and fall daily, from transac-
tion to transaction.

Figure 1 illustrates that large price differ-
ences are the rule, not the exception, in 
the logistics sector. In this typical exam-
ple, the freight forwarder charges its cus-
tomers various prices for the same flight 
from Hong Kong to Frankfurt. The 
average price gap (standard deviation) is 
18 percent in this case, making it clear 
that there’s no such thing as a “standard” 
market price in logistics.

In complex B2B transactions, every deal 
is unique. Each business has its own spe-
cifics, and therefore its own prices. Just 
as airline ticket prices vary according 
to the passengers’ needs and flexibility, 
cargo prices per kilo fluctuate according 
to demand, the length of the business re-

lationship, how soon the customer needs 
the delivery, the kind of cargo, and other 
factors.

The Difficulty Of Pricing in 
Complex Sales Situations
An airline can vary its prices according 
to passengers’ willingness to pay, which 
fluctuates depending on how flexible 
they are, how far in advance they book, 
and so on. That’s much harder for other 
logistics providers. In extreme cases, sales 
teams simply do not know that prices 
are adjustable, and that the potential for 
price adjustments can be harnessed sys-
tematically. As a result, many sellers are 
unaware of the typical day-to-day price 
fluctuations.

While purchasers are busy concentrat-
ing on choosing the right carrier and 
the right terms, sellers often do not 
have the time and tools they need to as-
sess complex situations accurately and 
consistently. When potential customers 
request a quotation, the sales team rarely 
assesses how much they would be will-
ing to pay for the service provided — so 
money is left on the table. That’s because 
sellers are usually left alone with this 
Herculean task and have to rely on their 
instinct and experience for the many 
pricing decisions they make every day.

The result? Price-relevant information 
about the customer is not handled sys-
tematically. Some sellers consider it when 
calculating a quotation; others consider 
only some of it; others none at all. As 
shown in the example in Figure 2, the 
prices quoted by sales reps for an iden-
tical request varied by over 100%, i.e. 
the most expensive quote was more than 
double the cheapest. 

This enormous variance is a clear sign of 
inadequate pricing; only one quote can 
be profit-optimal. Some quotes in this 
example are too high (risking a customer 
rejection), and others are too low (leav-
ing money on the table). In both cases, 
the logistics provider misses out on im-
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fluctuated by ~ 35% compared to 

the daily average fee 



 PRICING ADVISORThe

www.pr ic ingsociety.comA Professional  Pr ic ing Society Publ icat ion

3535 Roswell Road, Suite 59 
Marietta, GA 30062 
770-509-9933

8 December 2011

portant income for investments, 
shareholders and personnel. 
Tackling these problems in-
volves offering sellers more sup-
port with setting the right price, 
and easing the burden on them 
in general.

Multidimensional 
Discount Systems 
for Complex Sales 
Situations 
One possible solution that has 
been successfully employed by 
logistics providers is a multidi-
mensional price and discount 
system. When such a system 
is in place, the purchase price 
or margin is calculated using a 
number of price drivers, which 
can include the quantity re-
quired, time of booking, type 
of customer contact (e.g. purchasing), 
customer industry, and other factors. 
This information can be called up from 
the system or entered manually into the 
price calculation sheet. In each case, the 
system recommends a price to the sales 
representative that systematically factors 
in the specifics of the situation. 

New customers may consequently receive 
more favorable terms than long-standing 
accounts, for example, or prices for car-
riers of expensive goods (such as cosmet-
ics or jewelry) can be set higher than for 
transporters of heavy or cheaper com-
modities (wine, Christmas trees, and so 
on). Ideally, the price drivers should not 
only reflect the needs and willingness to 
pay of each customer, but also enable the 

maximum feasible price to be calculated 
in each case. The result is that prices are 
no longer left to sales reps’ instinct and 
experience, but calculated to achieve the 
highest possible profits.

Pragmatic Implementation 
Can Raise Enforced Prices 
by 2% on Average 
Logistics providers that introduce mul-
tidimensional price systems typically 
achieve prices that are two percent high-
er per transaction on average. In terms of 
the absolute gross margin, that translates 
into a climb of about ten percent. This 
cannot be achieved, however, unless the 
right price drivers are identified and the 
responsible employees have confidence 
in the new system. All future users need 

to grasp the system’s advantages (a bet-
ter chance of closing a deal, improved 
price realization, simplified pricing) and 
make use of them. It is therefore crucial 
to involve sales teams in the conceptual 
development and to take a pragmatic ap-
proach to the implementation. Simple 
yet effective solutions are always better 
than complex IT systems.

A number of pioneers have already suc-
cessfully started using multidimensional 
price systems. Given the growing volatil-
ity of the logistics sector, other compa-
nies are well advised to follow their lead 
if they want to set their pricing on a sure 
footing and not merely leave it to chance.
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Sales experiment at a freight forwarder:
What is the highest price that is realistic to seal the deal?

Source: Simon-Kucher & Partners project
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Figure 2: Sales Experiment at a Freight Forwarder:  
What Is the Highest Price That Is Realistic to Seal the Deal?




