BRIEF

the
Pressure to
Discount

In today’s fiercely competitive market,
businesses often feel compelled to engage in
price wars. However, succumbing to the
pressure to discount can undermine long-term
profitability and devalue your brand. Instead, a
focus on value over price can create sustainable
growth and stronger customer relationships.
Below, we offer strategies to navigate away from
discounting, supported by recent insights and
studies on pricing and value.
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Understanding the

Discounting, while immediately appealing for achieving short-term sales targets, can have a
detrimental effect on profit margins. Research by TGG Accounting illustrates that even a
modest 5% discount can slash profitability by up to 50% if other operational costs remain
unchanged. This dramatic reduction underscores the critical need for strategic pricing.

Moreover, McKinsey & Company highlights that a mere 1% increase in price, if volume remains

steady, can boost operating profits by 8%, showcasing the significant leverage pricing has over
profits. Conversely, a 1% decrease in price would necessitate a highly unlikely 18.7% increase in
volume to maintain profit levels, further illustrating the risky gamble of discounting.

SHIFTING THE FOCUS TO VALUE

ENGAGE IN
VALUE-BASED
CONVERSATIONS

Begin sales discussions by
exploring Customers’
needs and challenges. Shift
the focus from price to the
value and benefits your
solution offers.
Emphasizing how your
product or service can
solve their specific
problems or improve their
situation lays a foundation
for a value-based
relationship.
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Use real-world examples
and case studies to
demonstrate the tangible
benefits your customers
have realized. Tools such
as Value Calculators and
ROI Tools can be
instrumental in illustrating
the long-term financial
advantages of your
offerings over lifecycle
costs.

EDUCATE YOUR ({8})
SALES TEAM

Training your sales force to
steer conversations from
price to value is crucial.
Equip them with the
knowledge and tools to
confidently articulate the
unique benefits and ROI of
your solutions.


https://www.mckinsey.com/capabilities/growth-marketing-and-sales/our-insights/the-power-of-pricing
https://www.mckinsey.com/capabilities/growth-marketing-and-sales/our-insights/the-power-of-pricing
https://tgg-accounting.com/how-discounting-affect-profitability/
https://tgg-accounting.com/how-discounting-affect-profitability/

STRATEGIES TO AVOID DISCOUNTING

ALIGN INCENTIVES WITH STRATEGIC GOALS EMPHASIZE

Review your compensation and incentive structures DIFFERENTIATION
to ensure they encourage value-driven sales

approaches rather than volume or discount-driven Clarify what sets your offering

apart from competitors. Focus

strategies. )
on the total cost of ownership
and the unique value your
INVEST IN TOOLS THAT SHOWCASE ROI product or service delivers,
Adopting ROI Tools helps in demonstrating the which justifies its price and
quantifiable benefits of your solutions, supporting a differentiates it in the
stronger business case for your pricing strategy. marketplace.

Conclusion

Discounting can be a tempting shortcut to meet short-term sales targets, but its
long-term consequences on profitability and brand value are often detrimental. By
focusing on value, educating your team, and employing strategic pricing, your
business can navigate away from the discounting trap. Adopting a value-based
selling approach not only protects your margins but also fosters stronger, more
loyal customer relationships, paving the way for sustainable growth.

Embracing these strategies will help your business resist the pressure to
discount, ensuring you maintain both profitability and brand integrity in the
competitive marketplace.

Next Step

To discuss your

unique situation and )
take this conversation Meeting
further, please Value
schedule time with us.
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https://calendly.com/d/32t-688-ptn/meeting_with_valuepros
https://valuepros.io/
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