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Three Keys to Overcome Fear and 
Realize Greater Pricing ROI

Despite the proven positive impact that 

pricing has repeatedly demonstrated 

to have on profits and revenues, many 

companies are still hesitant to employ 

pricing strategies and improvement 

for fear of customer loss. In this article, 

the author presents three things pric-

ers should focus on in order to build 

the confidence needed to minimize 

the risk of customer loss while improv-

ing pricing strategy and profitability. 
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According to a Harvard 
study, 20% of a company’s 
customers are responsible 
for 225% of profits. So for 
the 80% of customers who 
are unprofitable, start by 
improving their price and 
keep an eye on the tipping 
point.As a pricing professional, I al-

ways love to quote the study 
that a 1% improvement in 
price leads to 11% in operat-

ing profit, whereas a 1% increase in vol-
ume sold improves only by 3.3%1. If the 
business case for managing and improv-
ing price is so apparent, why don’t more 
companies do it?

There are multiple factors why a price 
improvement doesn’t reach its poten-
tial – but the top reason is often fear 
of customer loss. The concern is genu-
ine; if you purposefully increase the 
price, the customer might get upset, stop 
using your service, or worse, switch to a 

competitor. The result can be painful: re-
duction in revenue, market share, profit-
ability and a host of problems from Wall 
Street.

But there is a bright side: price improve-
ment holds tremendous potential for 
profit improvement if the fear of failure 
with customers can be overcome.

There are three things you need to fo-
cus on when building the confidence 
you need to minimize the risk of cus-
tomer loss and ultimately improve 
price and profitability.

Know the value of your 
product and services
Experience has shown that most com-
panies are unable to understand their 
true differential value. Companies 
fixate on common value (value that is 
common between you and your com-
petition) and start to think that their 
product is a commodity. 

Businesses need to understand the 
true differential value of their prod-
uct: for some it is superior technology, 
and for others it is superior service. 
Once companies understand their 
differential value, the next step is to 
identify customers who benefit from 
them. These are the customers where 
risk of customer loss will be the lowest.

Calculate your  
tipping point
Do the breakeven analysis and customer 
level profitability analysis. The breakeven 
analysis will tell you how much volume 
you can trade-off for gains in pricing. 
The customer profitability analysis will 
tell you which customers you should 
start with. 

According to a Harvard study, 20% of 
a company’s customers are responsible 
for 225% of profits2. So for the 80% of 

customers who are unprofitable, start by 
improving their price and keep an eye on 
the tipping point.

Have an execution plan
Knowing the right customers to improve 
price is the easy part; it can be done with 
value research and data analytics. The 
real issue is the execution. Is there a sales 
person in your organization that would 
love to talk to customers about price? 
Especially when you want to improve it? 
I have never met one and I believe it is 
not the easiest of conversations to have 
either. So, to build confidence, give sales 
teams the right tools for the effort.  
Fear is often created from the unknown: 
will the customer get angry? Will they 
leave? Planning is the antidote to fear.  

Better public and value communication 
to customers, negotiating skills, and val-
ue give-gets are keys to building a solid 
plan, reducing fear, and realizing pric-
ing’s potential.
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