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Where Does Pricing Belong?Executive teams worldwide are becom-
ing increasingly aware of pricing power-
ful effects on an organization’s bottom 
line and profitability. However, many 
of these organizations, especially those 
lacking internal pricing professionals, 
are at a loss when establishing a pricing 
department or delegating pricing re-
sponsibilities. In this article, the author 
shares observations of different pricing 
organizational attempts, outlined in 
four generic scenarios, along with the 
conclusions pricers may extract from 
these models. Author Patrick J. Taylor 
is a business and process improvement 
expert with 22 years of experience. He 
is Managing Director of Strategy Pro-
cess and Analysis LLC, an independent 
consulting firm and can be reached at 
pjtaylor@spna-llc.com.

A couple weeks ago a colleague 
of mine asked me what orga-
nization should be responsible 
for pricing; e.g. sales, market-

ing, finance?   This is not a new ques-
tion. And it is one that I have heard 
debated over the years within the com-
munity of pricing practitioners. Recently, 
it came up as a sidebar with a Linked-
In poll asking who we thought was re-
sponsible for margins within a company. 
Since it seems to be becoming a more ur-
gent issue as executive teams are becom-
ing more aware of the impact pricing 
can have on their bottom line, this ar-
ticle will share my observations of differ-

ent pricing organizational attempts, four 
generic scenarios, along with the conclu-
sions we may extract.

Scenario 1: Pricing is dictated as a list 
rate generated by product development 
or marketing and sales negotiates the 
net price using discounts, incentives, or 
rate override.  Many of these companies 
have a pricing committee who reviews 
new product pricing and may also review 
pricing of big sales opportunities.

This scenario is typically observed in 
companies with a product development 
focus. Examples of this model are equip-
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ment companies, software companies, 
and personal care product companies 
where the company views its ability to 
deliver new and exciting solutions to the 
market quickly as a core competency. 

Scenario 2:  Similar to Scenario 1 in 
that rates are set by one team and sales 
then works the net price through either 
discounting or negotiated prices. How-
ever, in this case prices may be set by a 
pricing team.  Incentive programs may 
also be created by this team. In this sce-
nario though, this team may report to 
marketing, sales, finance or even opera-
tions.  But, the final price is still negoti-
ated or adjusted by the sales team or a 
representative in the field. 

This type of an arrangement may also 
be observed in product centric organiza-
tions. However, it is also found in adver-
tising and media companies.  

Scenario 3: Pricing is developed on 
a bid by bid basis by sales and cost 
threshold coverage is dictated by either 
a financial or an operational organiza-
tion. A pricing committee may also show 
up in this type of an organizational ap-
proach too. There may be a pricing team, 
but many times the role of pricing is 
more tactical, focusing on bid support 
or understanding costs. And the pric-
ing team may report to sales, finance or 
operations.

This approach is common when big proj-
ects or highly configured solutions are 
delivered; e.g. telecom switching, oil field 
services, major construction projects, en-
gineered pipeline maintenance and ser-
vices.

Scenario 4: Pricing is dictated by a fi-
nancial organization.  There may be 
individuals with pricing in their title, but 
their role is to create rates. Sales is sup-
posed to only sell at these rates, but deals 
are still made or price concessions are 
given via free product and other market-
ing efforts. 

These are found more commonly in 
companies where executive management 
came up through the finance organiza-

tion, where the company’s focus is on 
financial tracking and cost control. Ad-
ditionally, you may observe this scenario 
in companies where there is a consumer 
orientation or where there is a legacy of 
government regulation, e.g. phone ser-
vices.

Note, only a few simple scenarios are 
used here to give the gist of what pricing 
scenarios are occurring. There are in re-
ality many variations and no doubt these 
would be interesting to ponder. How-
ever, these would only be a distraction to 
the key ideas being shared.

Here are the common problems with 
these scenarios:

Scenario 1: Pricing is dictated as a list 
rate generated by product development 
or marketing and sales negotiates the 
net price using discounts, incentives, or 
rate override.  

Under the first scenario we observe one 
group attempting to articulate the value 
of their product or service. Ideally, some-
one built a business case to justify the 
investment and part of that justification 
was based on the value the market would 
see and pay for the solution being cre-
ated. Unfortunately, this is not always 

the case. To complicate things, if there is 
a known average discount observed for a 
product, this may simply be lumped on 
top of the market based price to assure 
no margin is given up. 

Over time, flat price increases are added 
to that list price and eventually the real 
meaning behind the price is lost. This 
only feeds into natural dynamics where-
by the sales organization distrusts 
the pricing provided by the product 
team. And since they have to get the sale 

and the value of the product or service is 
not articulated by the list price, it goes 
that management will approve discount-
ing. Many times management does not 
know what the real market price is, so 
discount ranges are based on history and 
margin coverage.

As noted before, some of these Scenario 
One companies have introduced pricing 
committees to assure better initial price 
setting, guidance for sales discounts, or 
to review very large customer deals. The 
idea goes that we will get representation 
from across the organization of those 
who understand pricing and get them to 
guide a better decision about price.

The downfall of pricing committees, 
however, is that they become political. 
When we consider that politics are ul-
timately all about individuals making 
compromises in order to reach an agree-
ment in which the majority can stand 
to live, then we must recognize that an 
internal business compromise does not 
typically result in an understanding of 
what the market or customers will pay 
for a solution.  In fact, if the company is 
new product focused and there is a well 
disciplined process for investing in new 
product development, then a commit-
tee is reevaluating or second-guessing the 
market research.

When a long time passes between fund-
ing of a solution and its “go-to-market,” 
the solution’s market pricing should be 
reevaluated. But a committee is not the 
most efficient solution.

The better scenario would be that all 
the factors for a technical new product 
launch be evaluated as complete and 
ready by a gating team. The review then 
is that pricing is ready and has been 
implemented within the requisite sys-
tems to support selling and billing cus-

When a long time passes between funding of a 
solution and its “go-to-market,” the solution’s market 
pricing should be reevaluated.
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As a friend once told me, “Having sales 
watch over pricing is like having the fox 
watch the hen house when the farmer is 
out.”

tomers for the new product. The pric-
ing discussion then is one of operational 
readiness, a yes/no question, not one of 
does the price make sense in the mar-
ket.  This means there may still be a time 
gap in the evaluation of market/value 
based pricing when the business case for 
investment was created and when the 
product is launched, which is not being 
resolved. The solution is that the group 
introducing the product must have the 
discipline to revisit the pricing assess-
ment and be willing to accept that a 
lower price may be required.

Further, a consistent pro-
cess for assessing the mar-
ket’s pricing would help in 
this case. It would provide 
regular visibility into the 
market’s value and could 
signal a need to cancel a 
new product’s develop-
ment if the market price 
drops before the solution is 
completed. And it would 
save time at the end of the 
development when the 
product is being commer-
cialized as the right price 
would already be under-
stood; less or no further re-
search would be required.

Scenario 2:  Similar to 
Scenario 1 in that rates are 
set by one team and sales 
then works the net price 
through either discount-
ing or negotiated prices. 

The second scenario may be viewed as 
an evolution in some cases from the 
first. The product group may have found 
themselves spending far too much time 
creating price points and responding to 
bids to actually do new product develop-
ment. Because there is a set of individu-
als who are focused solely on pricing, 
there is a potential that market and value 
based pricing may be attained. 

The key concern though is that these 
groups tend to be assigned to the periph-
ery of a larger more influential group; 
e.g. marketing, sales or finance. 

If the group reports to finance, there is 
going to be a finance orientation in the 
analysis and a low tolerance for forecast 
models which do not tie to corporate fi-
nancial metrics. 

If the group reports to Marketing, there 
will be a marketing focus. But, there also 
may not be as much influence with the 
sales team to dictate pricing and dis-
counts. 

If the group reports to sales, the group 
may become the compliance and report-

ing organization to respond to finance 
requests. And as a friend once told me, 
“Having sales watch over pricing is like 
having the fox watch the hen house 
when the farmer is out.”  The sales team 
can charge what it wants at risk of there 
being no immediate conscience to its de-
cisions.  

Operational groups sometimes inherit 
pricing teams too. This happens when 
the focus is pricing or contract admin-
istration. The focus will be on tight 
contracts and strong rules to be fol-
lowed. These teams will be only as ef-
fective at influencing the sales, product 

development, and marketing teams on 
pricing as their leader is respected by his 
or her peers and/or the pricing person 
becomes a trusted resource for pricing to 
the business.  

Because pricing is a sub-unit within a 
larger organization, there also tends to 
be only a visibility of that group into 
the pricing factors that group owns. For 
example, a pricing team in sales will be 
looking at the transaction’s price. Pricing 
is not understood holistically as a process 
to be managed. As a result sales is at risk 

of losing sales due to too 
high of pricing or at risk of 
leaving money on the ta-
ble due to too deep of dis-
counting.  

Additionally, pricing in 
sales organizations tend 
to be highly decentral-
ized. This means they are 
focused on supporting only 
the local team. This leads 
to inconsistent pricing 
across markets and even 
with different divisions of 
very large customers. And 
having different prices with 
large customers can lead to 
cherry picking, unhappy 
customers, and sometimes 
litigation.

Scenario 3: Pricing is de-
veloped on a bid by bid 
basis by sales and cost 
threshold coverage is dic-

tated by either a financial or an opera-
tional organization. 

In the third scenario, the cost of the 
product or service is typically very 
large. The delivery of the solution may 
be time consuming. And the solution 
itself may be complex. These companies 
are dominated by brilliant engineers and 
technically savvy individuals. There is 
usually a focus on operational efficien-
cy, project management, and managing 
costs.  These companies became success-
ful because they had the solution to the 
problem that no one else could do, or no 
one could do as efficiently.
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To use the old quote, “Nothing fails like 
success.”  Once in business, many of 
these companies do not truly understand 
the customers and markets that made 
them great. The original owners may 
have had the insight or they may have 
simply gotten lucky. The operational de-
livery engines they mastered though are 
not as understanding of customer needs 
and what the customers value. They 
solve problems. They just aren’t oriented 
towards evaluating what that is really 
worth. 

Many times I will hear one of their cli-
ents say, “Oh yeah, we would have paid 
more for it from them.” The problem is 
these companies see their costs as having 
a relationship with the value extracted. 
Further, hiring marketing or economists 
seems like adding costs. And the finance 
teams in these organizations know better 
than to encourage that.    

Despite these companies being very 
process oriented, they have often not 
thought about pricing as a process to be 
managed. They get there is a sales pro-
cess, a billing process, a budgeting pro-
cess, and operational processes. They 
simply have not thought about pricing 
as an economics process whereby sup-
ply and demand can be evaluated using 
data. They have not comprehended that 
pricing can and should be treated as a 
sustainable and repeatable process.  

Scenario 4: Pricing is dictated by a fi-
nancial organization.  

In the fourth scenario, when the finance 
team is responsible for pricing, there 
will be a focus on delivering profit. The 
problem, no disrespect intended, is that 
financial folks are best at cost control, 
building financial models, and running 
an efficient operation. I have known 
many great finance professionals who 
have ventured successfully into becom-
ing pricing professionals. But, if you ask 
them, this change in profession is accom-
panied by a change in perspective. 

First and foremost is that you are look-
ing at price as a driver of revenue – profit 

is what’s left when you meet the needs at 
the highest price the customer will pay 
relative to the cost of what it takes to 
deliver. There is an acceptance that the 
price is dictated by an assessment that 
prospective clients make about our of-
fer’s value to them relative to the compe-
tition.  

In organizations where the finance 
team has not embraced pricing’s mar-
keting side, the finance team spends 
time focusing on the cost factors 
and margins and fail to capitalize on 
the market and economic drivers of 
price. In other words, by focusing on 
cost, the company can lose revenue 
through lost deals and money being left 
on the table by achieving a margin less 
than the customer would have paid.

Further, many finance organizations also 
do not think of pricing as something to 
which a process can be applied. They 
think of it as a set of events which drive 
the P&L’s revenue numbers. 

In sum, we observe the following in all 
of these scenarios:

1. Pricing is not an end to end process 
managed with a singular focus.

2. No one person or team is fully ac-
countable.

3. Pricing decisions can and do become 
politicized.

4. Net customer pricing becomes incon-
sistent and there is no intelligible logic 
as to why one customer received one 
price while another received a differ-
ent one, which opens the door to liti-
gation and lost customers.

5. Focus is on cost coverage and mar-
gins.

The root cause of all of these is that 
pricing is not being treated as a single 
process which can and should be man-
aged with a focus towards what the cus-
tomer will pay versus what the competi-
tor will charge.  

I have yet to observe the ideal corporate 
structure. But, in the ideal world I would 
look to see an officer of the company 
who is accountable for understanding 
and capturing what the market values for 
the company’s offer grounded in com-
petitive intelligence and solid business 
sense.  This group would support prod-
uct development in its business case cre-
ation. It would drive sales confidence by 
understanding realistic price ranges for 
negotiations. And it would be an ally of 
the financial team in the quest to drive 
profit.  

The ideal pricing team would manage 
price forecasting and price segmentation 
and analyze pricing, markets, custom-
ers, and financial indicators like there is 
no tomorrow.  This team will implement 
and manage the tactical and the strategic 
elements of pricing. And they will have 
the system support to do all of this – the 
company will invest in the right tools.  

A Pricing mandate in itself is worthy of 
an executive who is accountable for it, 
prior to an escalation to the Chief Ex-
ecutive Officer, and a team with this 
mandate needs to have the authority to 
pursue pricing without other mandates 
distracting them. This is a very different 
mandate from a Sales, Marketing, Op-
erations, or Finance organizations’ man-
dates. It is a support for the successful 
delivery of all these other mandates, but 
it is a separate focus which requires a dis-
ciplined mandate of its own.

Does there really need to be a Chief Pric-
ing Officer or a formal pricing team that 
owns the whole pricing process from end 
to end? Perhaps. I believe it would make 
for greater likelihood of getting pricing 
right. But, the right answer is that what-
ever your organizational structure, make 
sure your business actually has one indi-
vidual who is accountable for the whole 
pricing process without that individual 
being the CEO. And make sure this 
pricing process owner has the full sup-
port of the senior executive to make the 
unpopular decisions the markets’ pricing 
will dictate.  




