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Why Lowering the Price May Be A Bad Decision?

AS THE UNITED STATES AND GLOBAL ECONOMIES CONTINUE TO STRUGGLE, MANUFACTURES ARE
UNDER INCREASING PRESSURE TO GENERATE SALES. THIS ADDED PRESSURE ALL TOO OFTEN RESULTS IN
A RUSH TO LOWER PRICES IN THE UNREALISTIC EXPECTATION THAT THE LOWER PRICES WILL SPUR LARGE
INCREASES IN DEMAND OR AT THE VERY LEAST PREVENT LARGE LOSSES IN DEMAND.
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Why does lowering the price often backfire?
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Difficult economic conditions can provide manufacturers a powerful window of opportunity to
thoughtfully rethink not only your overall pricing strategy but all of the incentive and rewards
built into your discount structure and marketing programs offered to channel partners.

4.PARTNERS DO NOT ALWAYS PASS ON THE

LOWER PRICE. Channel partners demanding
competitive price reductions are under no
obligation to pass the price reductions to the end
user, and often simply keep the extra margin.

If the channel partner’s customers don’t benefit
from price reductions, there will likely be no

resulting change in market demand.

.LARGEST CHANNEL PARTNER USES UNIQUE PRICE
CONCESSIONS TO STEAL SHARE. Manufacturers
often feel the greatest price pressure from the
largest channel partners. This often results
in negotiation of special big partner price
concessions not available to other channel
partners. The large channel partner then will
use the price concession to steal business the
manufacturer already had won from competing
distributors. This alienates the remaining channel
partners and causes an overall loss in channel

commitment to your brand.

Difficult economic conditions can provide
manufacturers a powerful window of opportunity
to thoughtfully rethink not only your overall pric-
ing strategy but all of the incentive and rewards
built into your discount structure and marketing

programs offered to channel partners.

To arrange a complimentary half-day session to
discuss your channel pricing programs, call Mike Kelly
at 312-558-4832 or email mkelly@franklynn.com

SUMMER 2009 | SEVEN





