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Successfully implementing value-based 
approaches to pricing can result in 
massive improvements in profits.

The Real Price Objective
No matter what you hear about the 
right way or the wrong way to price, 
the most important thing to remember 
when developing a pricing strategy is 
your reasoning and objectives for chang-
ing your pricing approach. At the end 
of the day, the only thing that matters 
is whether an organization can achieve 
sustainable improvements in profits due 
to improving pricing capabilities, as the 
author explains. Mark Burton is Co-
Founder and Vice President of Holden 
Advisors, Co-author Pricing with Con-
fidence: 10 Ways to Stop Leaving Mon-
ey on the Table, frequent PPS Speaker, 
and Presenter of the “Pricing Certainty 
in Uncertain Times” online work-
shop, currently available at www.Pric-
ingSociety.com. He can be reached at 
mburton@holdenadvisors.com. This ar-
ticle appears as published on the Holden 
Advisors’ blog: http://www.holdenadvi-
sors.com/holden-interactive/blog/.

Like any ideology, blanket state-
ments about the “right way” or 
the “wrong way” to price are pro-
vocative but rarely useful when 

practitioners attempt to apply them.  I 
worry that for many, the concept of 
“value-based pricing” is becoming more 
of ideology than a productive means for 
improving business performance.  The 
reality of implementing changes in pric-
ing approaches is far messier than simply 
saying that companies should go out and 
understand value to customers and then 
price accordingly.

The truth is that the overwhelming ma-
jority of companies are currently using 
some form of cost or market-based pric-
ing today.  It is also true that by objective 
financial standards, there are many very 
successful companies where value-based 
pricing has had little to no impact.  

At the end of the day, the only thing 

that matters is whether an organization 
can achieve sustainable improvements 
in profits due to improving pricing ca-
pabilities.  In short, the objective is to 
make more money, not implement value-
based pricing per se.

Having said that, the majority of firms 
selling into B2B markets should have a 
plan to move most of their offerings to 
a value-based approach.  In many situa-
tions a value-based approach is the one 
that will maximize both revenues and 
profits.  In this light, the drawbacks to 
pure cost-based and reactive, market-
based pricing are significant.  On the 
other hand, each day you go to war with 
the army that you have, not the one that 
you wish you could have.  That means 
in the short to medium-term most firms 
need to make improvements to their cur-
rent pricing approaches and prepare the 
rest of the organization for the ultimate 
move to value-based pricing.

This move is a non-trivial journey. At the 
strategic level, it requires new skills in 
being able to quantify customer value, 
using value insights to create an array of 
high to low-value offerings, and creat-
ing new pricing strategies and models.  
At the tactical level, it requires training 
the sales organization on how to work 
with customers 
to analyze value 
and to stand their 
ground by forc-
ing price-value 
trade-offs during 
negotiations.  It 
requires creation 
of tools to enable 
the new sales pro-
cess and it requires pricing professionals 
and processes to set prices a new way and 
to maintain price integrity in the midst 
of tough negotiations.  First and fore-
most, it requires an executive leadership 
team that will support these changes and 
help the organization hang tough when 
the new approach is tested by customers.

In the meantime, the firm still has to 
price offerings and deals and make 
money.  So for many, no matter what 
theory says, that means getting better 
at cost-based and market-based pricing 
approaches.  Simply improving the ac-
curacy of the costing data used to make 
pricing decisions will help.  Including 
an assessment of opportunity costs into 
your pricing decision-making will help.  
Understanding, even on a qualitative 
basis, where your offerings provide more 
or less value than the competition helps 
as you can adjust your cost multipliers or 
target prices accordingly.

Finally, the first test for many organi-
zations is trying to kick the discount-
ing habit.  If you can’t do this, all of the 
work to transform your pricing approach 
is a waste of time.  For most companies 
this first step may have nothing to do 
with value-based pricing.  It usually be-
gins with a process of putting together 
some simple scatter plots or doing some 
waterfall analysis and then addressing 
the biggest drivers of price and margin 
leakage.  It is purely tactical in nature – 
and when well-executed, very profitable.

Successfully implementing value-based 
approaches to pricing can result in mas-
sive improvements in profits.  Interim 

steps are also quite profitable.  No mat-
ter what your pricing approach is or what 
you want it to be, it’s a commitment to 
the pricing journey that’s important.  
With that commitment, firms will see 
continuous improvements in financial 
performance as they improve their pric-
ing maturity.




