
Strategic Market
Pricing



For years, maybe forever…

• Pricing, in our industry, for any given item is all 
over the map from one customer to another

• Most prices are illogical and low



Why Should we Care?

1. We are spending way too much time and 
angst on pricing issues for lower tier customers.
2. An increasing requirement to compete for the 
On Line order

And still be profitable.



Theoretical Pricing
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Why?

• Small Buyers
– Low profile
– Unknown to your suppliers
– No full-time buyer
– Not much info
– Basically overlooked



Why?

• Large Buyers
– Competitor Reps salivate
– On suppliers radar
– Skilled negotiators
– Skilled on-line shoppers
– Access to competitive info



Expected Pricing
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Reality
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Why?

#1 Reason: Confidence
Or lack thereof

2. Dart board effect (with blindfold)
No understanding of pricing or VALUE

3. No faith in price book
#1 reason Reps use Cost +
#1 reason Reps use Last Bracket -



Why?

4. Hands off approach by management
5. Too many brothers-in-law
6. Good Samaritan

“I want to save the world from high prices”



Reality
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Goals

• Create a culture of fair pricing
– Which leads to fair margins

• Continuous sustainable profit 
improvement…not perfection

• Improve confidence



The Strategy

1. Move the outliers up to fair prices
2. Pre determine fair prices for items not yet 

purchased
3. Maximize margin impact
4. Minimize risk
5. Streamline the pricing process



Get Started: Scrub your Data

Market Groups: meaningful distinctions
• Hospital vs GPO vs Long Term Facility vs Clinic
• University vs K-12 vs GPO
• GPO, Public Bids, Multi Facility = probably A accounts?
• Double check customer data accuracy





Scrub your Data

Sales Class (not Calc Class)
• Realistic potential Sales $...Buying Power
• Not GP $    Not Order Size
• Double check your data base

– Watch for Corp Accts & Payment Groups



Step2:  Move up the Outliers

• (Cprods)
• Lets start Low Risk and achieve High Reward
• How about D class Contractors?
• Dimensions averages prices for all items for all 

Customers within a Class within a Market and 
shows you the outliers
– Change low prices to average prices
– Recipe is in your SUGM app









Move up the Outliers



Move up the outliers
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Move up the outliers
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Do it again
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Step3: Establish Market Prices

• For non Cprods
• Lets stay Low Risk 
• D class Contractors again

Use Average Price paid (D class Contractors)
Dimensions recipe is in your SUGM app



Establish Market Prices

Look for Item Sensitivity by Market Group



Establish Market Prices

• Limit the number of Items
– Make it simple
– Make it meaningful: core items

• Let the rest fall into price policies
– By Supplier
– By Sub-Cat



Replace some of the emotional factors 
with logical factors

• What the market will bear
• Align margins with Customer Buying Power 

within Market Groups with an eye to Item 
Sensitivity

• Sales Class: buying power
• Market Groups: different core items 



Build & leverage the key emotional 
factor

• Confidence



Setup Market Policies



Expected Pricing
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Item Sensitivity

• High Value + High Spend = High Sensitivity
• High Sensitivity = Highly Shopped = Lower 

Margin
• Conversely…
• Each Market will have a different list of 

Sensitive Items



Item Sensitivity

• Other factors:
– Visability
– Availability
– Supplier distribution policies
– Items for resale by Contractors



Step4: Streamline Pricing Procedures

• Goals:
– Irritate customers less
– Leverage the talents of your reps (spend more 

time selling)
– Simplify the task

• The more time you spend agonizing…the lower the 
quote (doubt creap)



Step4:  Streamline Pricing Process

• What if you were granted a “do over”?



Streamline Pricing Procedures

• Market Price Policies produce fair prices 
instantly (thought has already been applied)

• For the Rep
• For Customer Service
• For CSS



Streamline Pricing Procedures

• Management’s role:
– Educate yourself
– Automate low risk pricing

• Rep’s role:
– Diminishes with low risk pricing
– Expands and improves with training



Streamline Pricing Procedures

Brackets by order quantity
Increase order size (maybe yes / maybe no)
Keep the competition out: Cosco

Pick a bracket
Tie it to Buying Power
Varies by Sub-Cat / Supplier
Last Bracket becomes List Price



Streamline Pricing Procedures

Discount from List vs Cost +
Contracts
All the above are viable if (and only if) published 
prices are reasonable and derived from statistical 
analysis



Step5: Fix your Price Book

• See previous slide



Improve Confidence
• Fix your Price Book
• Price training (Reps & Customer Service)
• Vendor support

– Training
– Cost deviation (sensitive items in Market Groups)
– Field support

• Sales Skills
• Negotioating Skills



Improve Confidence

• Service Excellence as a culture
• Recognize Sales Achievement (Campaigns)
• Success breeds Confidence
• Market Catalog

– Choose Items with high sales / high margin
– Sprinkle in some unique impulse buys
– Recipe is in your SUGM app



Market Catalog: Featured SubCats



Market Catalog: Featured Items



Review

• Step1: Scrub your data
• Step2: Move up the outliers
• Step3: Establish Market Prices
• Step4: Streamline pricing procedures
• Step5: Present Market Catalogs
• Step6: Fix price book
• Repeat



We win when we…

• Create and implement systems, processes and 
procedures to enable and encourage average 
people to achieve and sustain above average 
results.



For years…maybe forever

• May 6th, 1954
• Roger Bannister
• Broke the human speed barrier by running a 4 

minute mile
• Previous record (held for 9 years) was 1.4 

seconds slower
• 46 days later Roger’s record was broken



Good Read

• Strategic Pricing for Distributors
• Brent R Grover
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