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This may be the year of (the 
beginning of) economic re-
covery. So naturally, as C-level 
executives move from reces-

sionary to recovery management, they 
will have a laser focus on how to mini-
mize margin leaks and maximize prof-
its. To achieve this business performance 
nirvana, they can no longer ignore the 
power of pricing; a strategic pricing plan 
is directly tied to profitability.

A vast majority of companies today rely 
simply on the ability of employees to 
manage a spreadsheet with published 
prices. But as companies shift their focus 
from surviving the downturn to thriv-
ing, they need to create a strategic pricing 
organization whose role goes well beyond 
the compilation of pricing spreadsheets. 
The reason is that strategic pricing touch-
es all aspects of an organization – impact-
ing operations, finance, marketing, sales, 
etc. Pricing is so intricately tied to all 
levels of the organization that the pricing 
team has to work well across business silos 
and must have real expertise and knowl-
edge of market conditions, the competi-

tive landscape and pricing software.

But if pricing is so specialized, why are so 
many companies relegating the pricing role 
piecemeal to multiple people within the 
organization or are limiting its potential? 
This action is rooted in the perception that 
pricing is driven solely by market condi-
tions, making us believe there is little room 
for organizations to proactively control it.

Despite this perception, a slow change 
is coming about. C-level executives are 
starting to move past the idea that pric-
ing is based on being captive to market 
competitors. It is this thinking that has 
already given rise to the role of pricing 
managers, who champion the use of stra-
tegic pricing to identify and eliminate 
detrimental pricing practices. There is 
evidence of this movement in the results 
of a survey from AMR Research (now 
Gartner) titled, “Building a Bulletproof 
Business Case for Pricing Improvement 
Initiatives.” Analysts Noha Tahomy and 
Heather Keltz interviewed 155 B2B com-
panies, including manufacturers and dis-
tributors, about specific organizational 
changes that must occur to achieve real 
benefits of pricing. Some 23% of respon-
dents said that an independent pricing 
organization (outside of sales, marketing 
and finance) was already or should be es-
tablished and 23% said the creation of a 
VP or chief pricing position was or should 
be established to facilitate pricing manage-
ment initiatives. Gartner’s Michael Dunne 
also talks about the expected growth of 
the B2B market for price optimization and 
management software. Despite the reces-
sion, he saw market growth of about 20% 
in the last year. I believe that as companies 
work hard to improve margins, the adop-
tion of strategic pricing will continue to 
grow, especially if there are visionaries who 
understand the value of pricing and its 
link to financial performance.

Pricing managers, in essence, are con-
sultants who have a bird’s-eye view on 
market conditions and all areas of the 
business to help employees and part-
ners identify new and hidden margin 

opportunities. They do this with the 
help of pricing software, which analyzes 
data and arms them with information 
for strategic decisions. For example, pric-
ing software can uncover current deals 
that are hurting margins or unveil new 
ways to improve customer relationships 
through rebates, discounts and packages.

However, pricing managers are just one 
part of the equation. While they under-
stand pricing software and serve as the 
evangelist for strategic pricing, there is 
still a need to mandate the adoption of 
pricing information across the organi-
zation. It is this very need that will give 
rise to the role of the chief pricing officer 
or CPO. As pricing managers educate 
employees about the importance of pric-
ing and empower them with information 
to make the right pricing decisions, the 
CPO will have to champion the change 
management process, driving employees 
to use the pricing information to make 
decisions that impact the bottom line. In 
this way, the CPO will become the vi-
sionary and moral authority for ensuring 
the adoption of good pricing practices.

As more companies designate CPOs and 
pricing managers in the coming years, 
we also will see it give rise to the creation 
of entire pricing organizations, given the 
level of strategic acumen needed within 
pricing. The idea of creating a depart-
ment dedicated to pricing may seem 
counterintuitive, given that companies 
are cutting costs across the board. Yet, if 
companies can nail the vision and pro-
cess for their pricing strategy, the finan-
cial gains will far outweigh the cost of 
building a team that can focus the orga-
nization on driving profitability.

With an eye toward profitability, com-
panies will continue to align business 
needs with strategic IT purchases in the 
coming year. With this view, we’ll see 
continued adoption of pricing software 
– and with it the rise of the CPO and a 
supporting team since pricing is so inex-
tricably linked to margin optimization 
and financial performance.

Why Companies Need a Chief Pricing Officer
In the new economy, the further expan-
sion of strategic pricing roles will help 
companies achieve strong financial per-
formance. For example, although many 
companies are naming pricing manag-
ers, who understand pricing software 
and serve as the evangelist for strategic 
pricing, there is often still a need to 
mandate the adoption of pricing infor-
mation across the organization. It is this 
very need that is giving rise to the role of 
the chief pricing officer or CPO, as the 
author explains. This article originally 
appeared in the October 2010 Edition 
of Industry Week Magazine. Author 
Wilbur Reid, CPP, is the director of 
strategic pricing at a Fortune 500 dis-
tributor and inventor of a patent-pend-
ing pricing process. He can be reached 
at WReid@sprich.com. 




