
Pricing in A Declining Raw Material 
Environment

!"#$%&'($)*##$+*#,-$./0$1,2$-34(*5*2$(3*$6&7+*2$"'$(,849:;$
<34($'3,&#8$9,&$8,$="5*6$(-,$,2$7,2*$9*42'$,)$+#47"6=$,"#$
),2$(3*$7&#(">#*$>2"?*$"6?2*4'*'$9,&$345*$>4''*8$,6$(,$9,&2$
?&'(,7*2'@$$A3*$46'-*2$"'$6,($*4'9B$+&($9,&$'3,&#8$6,($-4"($
(,$8*?"8*$-34($(,$8,;$$C?($6,-$D$-4"("6=$-"##$7,'($#"E*#9$3&2(B$
6,($3*#>$9,&2$+&'"6*'';$$<*$345*$"8*6("F"*8$/$'(24"=3(),2-428$
'(*>'$(34($?46$3*#>$9,&$',2($,&($-34($(,$8,$468$-3*6$(,$4?(;

G;$ H*($(3*$3428$)4?('$4+,&($9,&2$'"(&4(",6$today.

I;$ J*?"8*$468$8,?&7*6($9,&2$'3,2(K(*27$>2"?"6=$=,4#';$
L;$ J*5*#,>$8*(4"#*8$>2"?"6=$(4?("?'$),2$*5*29$4??,&6($
/;$ M42*)&##9$7464=*$?,77&6"?4(",6'$(,$4##$4&8"*6?*'$

(34($-"##$+*?,7*$4-42*$,)$9,&2$>2"?*$4?(",6';
1. Get the Facts

A3*$)4?('$9,&$6**8$42*$'(24"=3(),2-428B$+&($),2$(,,$7469$
+&'"6*''*'$42*$7,2*$,)(*6$=&*''*'$6,($3428$)4?(';$$N6$488"(",6B$
(3*$)4?('$42*$242*#9$)&##9$8,?&7*6(*8$468$8"'?&''*8$+9$>*,>#*$
4?2,''$(3*$,2=46"O4(",6$',$(34($(3*9$?46$+*$?34##*6=*8B$
&>84(*8B$468$&'*8$,6$4$2*4#$("7*$+4'"';$
A3*$>#4?*$(,$'(42($"'$=4(3*2"6=$)4?('$4+,&($9,&2$?&'(,7*2'B$
'*?,68$4+,&($9,&2$?,7>*("(,2'B$(3"28$4+,&($9,&2$24-$
74(*2"4#'B$468$F"64##9$4+,&($9,&2$,-6$+&'"6*'';$$P&'"6*''*'$
&'&4##9$>2",2"("O*$468$?,##*?($(3*"2$"6),274(",6$"6$(3*$2*5*2'*$
,)$(3"'$,28*2$468$2&6$,&($,)$("7*$468$*6*2=9$6**8*8$(,$=4"6$
4$',#"8$&68*2'(468"6=$,)$(3*"2$?&'(,7*2';$$C#(3,&=3$*5*29$
+&'"6*''$'3,&#8$345*$4$8"))*2*6($7*6&$,)$)4?('B$(3*9$'3,&#8$
?,5*2$(3*$'47*$?,77,6$'*6'*$(,>"?';$
Customer information

$Q68*2'(468"6=$(3*$"7>4?($(34($9,&$345*$,6$9,&2$?&'(,7*2'R$
+&'"6*''*'$'3,&#8$+*$4$F"2'($,28*2$"''&*;$$S,2$*T47>#*U$
<34($>*2?*6($,)$9,&2$?&'(,7*2R'$?,'($8,$9,&2$>2,8&?('$
2*>2*'*6(@$V,-$34'$(34($?346=*8$"6$(3*$>4'($I$9*42'@$C2*$
9,&2$?&'(,7*2R'$>2"?*$7,5*'$(,$(3*"2$?&'(,7*2'$43*48$,2$
+*3"68$2*#4("5*$(,$9,&2$>2"?*'$7,5*'$(,$(34($?&'(,7*2@$$N($"'$
4#',$"7>,2(46($(,$&68*2'(468$-3*2*$*4?3$?&'(,7*2$'(468'$
2*#4("5*$(,$(3*"2$>2,F"(B$'342*B$468$=2,-(3$=,4#';$$$A3*'*$84(4$
3*#>$',2($,&($(3*$>2*''&2*'$?&'(,7*2'$42*$)4?"6=$(,$?&($(3*"2$
>2"?*';$$<3*2*$42*$(3,'*$>2*''&2*'$?,7"6=$)2,7@$$V,-$'(2,6=$
42*$(3*9@$$V,-$8,$9,&2$?&'(,7*2'$'(4?E$&>$2*#4("5*$(,$(3*"2$
?&'(,7*2'$468$(,$(3*"2$?,7>*("(,2'@$$N6$488"(",6B$"($"'$4#',$
"7>,2(46($(,$&68*2'(468$-34($"6),274(",6$9,&2$?&'(,7*2'$
E6,-$4+,&($9,&2$24-$74(*2"4#'$468$-34($"'$34>>*6"6=$(,$
(3*"2$,(3*2$24-$74(*2"4#';$$W,'($"7>,2(46(#9B$8*5*#,>"6=$4$
)4?(&4#$&68*2'(468"6=$,)$9,&2$?&'(,7*2'R$'-"(?3"6=$?,'('B$
1(3*$*T>*6'*B$("7*B$?4>"(4#B$468$2"'E$"65,#5*8$"6$?346="6=$
(,$,6*$,)$9,&2$?,7>*("(,2'B$,2$(,$46$4#(*264("5*$74(*2"4#:;$$
S"64##9B$(29$(,$=4"6$46$&68*2'(468"6=$,)$3,-$9,&2$?&'(,7*2'$
749$345*$?346=*8$(3*"2$+&9"6=$>2,?*''$,2$*5*6$(3*"2$"6(*264#$
7*(2"?'$"6$2*'>,6'*$(,$(3*"2$?&22*6($&6?*2(4"6$468$&6'(4+#*$
*65"2,67*6(;

Competitor Information

S"68"6=$468$8,?&7*6("6=$"6),274(",6$4+,&($9,&2$
?,7>*("(,2'$"'$4$',&68$+&'"6*''$>24?("?*$4($469$("7*;$N6$(3*$
?&22*6($*65"2,67*6(B$3,-*5*2B$"($"'$*5*6$7,2*$"7>,2(46($
(,$(24?E$9,&2$?,7>*("(,2'$(,$&68*2'(468$(3*"2$?,'('B$(3*"2$
=,4#'B$468$(3*"2$'(24(*="*'$',$(34($9,&$?46$46("?">4(*$(3*"2$
7,5*';$$S,2$*T47>#*B$42*$9,&2$?,7>*("(,2'R$24-$74(*2"4#$
?,'('$?346="6=$"6$(3*$'47*$-49$468$4($(3*$'47*$("7*$(34($
9,&2$24-$74(*2"4#$?,'('$42*$?346="6=@$$J,$9,&$,2$(3*9$345*$
4$?,'($48546(4=*$"6$>2,?&2"6=$24-$74(*2"4#@$$N($"'$?2"("?4##9$
"7>,2(46($(,$&68*2'(468$"6$8*(4"#$-3*6$468$3,-$9,&2$
?,7>*("(,2'$345*$?346=*8$(3*"2$>2"?*'$,5*2$(3*$>4'($(-,$9*42'$
468$'>*?"F"?4##9$-34($(3*9$345*$'4"8$K$6,($,6#9$+2,48#9$(,$(3*$
742E*(B$+&($4#',$(,$*4?3$,6*$,)$9,&2$4??,&6(';$$Q68*2'(468"6=$
(3*"2$>2"?*$?,77&6"?4(",6$'(24(*=9$'3,&#8$9"*#8$"6'"=3($"6(,$
-3*(3*2$,2$6,($(3*9$42*$6,-$=,"6=$(,$&'*$>2"?*$2*8&?(",6'$
(,$(29$(,$=4"6$'342*;$$C68B$,)$?,&2'*B$"($"'$"7>,2(46($(,$
&68*2'(468$3,-$(3*"2$'-**($'>,('$#"6*$&>$-"(3$9,&2$'-**($
'>,(';$$M,7>*("(,2'$-"##$+*$8*)*68"6=$(3*"2'$7,2*$4==2*''"5*#9$
(346$(3*9$-"##$+*$4((4?E"6=$9,&2';$$S"64##9B$&68*2'(468"6=$4$
?,7>*("(,2R'$,-6*2'3">B$F"646?"4#$'(2&?(&2*B$468$"6?*6("5*$
>#46'$?46$>2,5"8*$&6"X&*$"6'"=3($4'$(,$-3*6$468$3,-$(3*9$
749$+*$?346="6=$(3*"2$>2"?*';
Material cost information

A3*2*$"'$6,$X&*'(",6$(34($*5*29$+&'"6*''$?#,'*#9$(24?E'$"('$
,-6$24-$74(*2"4#$?,'(';$$V,-*5*2B$"($$"'$'&2>2"'"6=$3,-$
)*-$+&'"6*''*'$(24?E$(3*$?&22*6($468$*T>*?(*8$'&>>#9Y$
8*7468$+4#46?*$),2$?2"("?4#$24-$74(*2"4#'$,2$8*(*27"6*$-34($
>2*''&2*'$(3*"2$'&>>#"*2'$42*$)4?"6=$(,$?346=*$>2"?*'$D$*"(3*2$
&>$,2$8,-6;$$Z&>>#"*2R'$>2,F"($#*5*#'B$=2,-(3$*T>*?(4(",6'B$468$
*5*6$>&+#"?$466,&6?*7*6('$?46$2*5*4#$(3*$>2*''&2*'$(3*9$42*$
&68*2$468$3*#>$>2*8"?($(3*"2$4?(",6';$$N6$(3"'$*65"2,67*6(B$
4$'&2>2"'"6=$6&7+*2$,)$74(*2"4#$>2"?*'$42*$6,($8*?#"6"6=$
+*?4&'*$'&>>#"*2'$42*$2*7,5"6=$'"=6"F"?46($?4>4?"(9$)2,7$
(3*$742E*(;$$N6$(3*'*$'"(&4(",6'B$9,&$749$F"68$(34($9,&2$24-$
74(*2"4#$>2"?*'$42*$6,($=,"6=$8,-6$8*'>"(*$(3*$)4?($(34($
',7*$,)$(3*"2$?,7>,6*6($?,'('$42*$=,"6=$8,-6$5*29$24>"8#9;$$
!+5",&'#9$(3*$F"64#$)4?(,2$"7>4?("6=$9,&2$,-6$24-$74(*2"4#'$
'&>>#9$'"(&4(",6$"'$-34($9,&2$'-"(?3"6=$?,'('$42*$"6$2*#4(",6$(,$
4#(*264("5*$'&>>#"*2'$468$,(3*2$74(*2"4#';
Company information

A3*$F"64#$>"*?*$,)$"6),274(",6$6**8*8$(,$8*(*27"6*$9,&2$
>2"?"6=$'(24(*=9$,6$4$=,K),2-428$+4'"'$"'$)4?(K+4'*8$"6'"=3($
4+,&($9,&2$,-6$?&22*6($'"(&4(",6;$$C$>,-*2)&#$-49$(,$
&68*2'(468$-3*2*$9,&$42*$>,'"(",6*8$"'$(,$?2*4(*$4$?&25*$
'3,-"6=$(3*$#*5*#$468$("7"6=$,)$?346=*'$"6$9,&2$?,'($,)$
74(*2"4#'$,5*2$(3*$>4'($I$9*42'$?,7>42*8$(,$(3*$?346=*'$
"6$9,&2$>2,8&?($>2"?*'$,5*2$(3*$>4'($I$9*42';$$A3"'$464#9'"'$
4##,-'$9,&$(,$&68*2'(468$468$X&46(")9$-3*(3*2$9,&$42*$43*48$
,2$+*3"68$"6$(,(4#$8,##42';$<"(3$(3*'*$84(4$9,&$?46$>2*'*6($
4$>*2'&4'"5*$?4'*$(,$?&'(,7*2'$4+,&($9,&2$6**8$(,$8*)*2$
2*8&?(",6'$"6$>2"?*$&6("#$9,&$345*$2*?,&>*8$9,&2$#,'($742="6'$
468$4($(3*$'47*$("7*$74E*$(3*$>,"6($(34($9,&$345*$>2,(*?(*8$
9,&2$?&'(,7*2'$)2,7$(3*$)&##$"7>4?($(34($9,&$345*$'**6$"6$24-$
74(*2"4#$?,'($"6?2*4'*';$$C#',B$&68*2'(468"6=$'>*?"F"?4##9$-34($
34'$+**6$'4"8$(,$*4?3$"68"5"8&4#$4??,&6($4($(3*$("7*$(34($9,&$
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345*$748*$>2"?*$?346=*'$?466,($+*$="5*6$(,,$7&?3$>2",2"(9;$$
Z&2>2"'"6=#9B$7469$+&'"6*''*'$8,6R($8,?&7*6($-34($(3*"2$
'4#*'$),2?*$(*##'$"68"5"8&4#$4??,&6('$',$(34($(3*9$E6,-$*T4?(#9$
-34($(3*"2$4??,&6('R$*T>*?(4(",6'$42*$,6$4$=,K),2-428$+4'"';$$
A3*$(24>$7469$?,7>46"*'$F"68$(3*7'*#5*'$"6$"'$(34($(3*9$345*$
(,#8$?&'(,7*2'$(34($(3*9$345*$24"'*8$>2"?*$'(2"?(#9$+*?4&'*$,)$
46$"6?2*4'*$"6$4$'>*?"F"?$24-$74(*2"4#B$#"E*$,"#;$$A3"'$?2*4(*'$
4$',#"8$*T>*?(4(",6$"6$?&'(,7*2'R$7"68'$(34($-3*6$(3*$>2"?*$
,)$,"#$=,*'$8,-6B$(3*"2$>2"?*'$-"##$?,7*$8,-6;$$M,7>46"*'$
(34($345*$"7>#*7*6(*8$)&*#$,2$24-$74(*2"4#'$'&2?342=*'$
42*$*'>*?"4##9$'&+%*?($(,$(3"'$#,''$,)$>,-*2$2*#4("5*$(,$(3*"2$
?&'(,7*2';
2. Decide Your Pricing Goals

P*),2*$'>*?"F"?$>2"?"6=$8*?"'",6'$42*$748*$"('$5*29$"7>,2(46($
(,$4=2**$-"(3$9,&2$*6("2*$7464=*7*6($(*47$,6$9,&2$>2"?"6=$
=,4#';$$A3"'$"6?#&8*'U$V,-$7&?3$"7>4?($9,&$-46($,2$*T>*?($
(,$345*$,6$9,&2$?&'(,7*2'R$=2,-(3$468$>2,F"(4+"#"(9[$<34($
>*2?*>(",6$9,&$42*$(29"6=$(,$?2*4(*$"6$*4?3$,)$9,&2$*T(*264#$
4&8"*6?*'[$'342*3,#8*2'B$?&'(,7*2'B$+46E'B$?,7>*("(,2'B$468$
'&>>#"*2'[$<34($?346=*'$9,&$*T>*?($(,$74E*$"6$9,&2$742E*($
'342*$468$7"T$2*#4("5*$(,$?,7>*("(",6[$$C68$F"64##9B$9,&2$=,4#'$
),2$9,&2$(,>$#"6*$468$742="6$8,##42';
3. Develop Detailed Tactics

!6*$,)$(3*$(,&=3*'($?34##*6=*'$"'$(,$45,"8$74E"6=$4?2,''$
(3*$+,428$7,5*'$K$82,>>"6=$>2"?*'$(3*$'47*$47,&6($(,$4##$
?&'(,7*2'$4($(3*$'47*$("7*;$$C?2,''$(3*$+,428$>2"?*$4?(",6'$
42*$6*42#9$4#-49'$-2,6=$),2$*5*29$?&'(,7*2[$(,,$7&?3B$
(,,$',,6B$(,,$#"((#*B$(,,$#4(*B$,2$',7*$?,7+"64(",6;$$A3"'$"'$4$
?34##*6=*$+*?4&'*$,2=46"O4(",6'$(*68$(,$45,"8$1,2$'49$(3*9$
8,6R($345*$("7*:$(,$8,$(3*$3428$-,2E$6*?*''429$(,$464#9O*$
*4?3$"68"5"8&4#$>"*?*$,)$+&'"6*''$468$74E*$4$8*F"6"("5*$
8*?"'",6$,6$-3*6$468$3,-$(,$?346=*$>2"?*$468$3,-$(,$
8*'?2"+*$(34($?346=*$(,$?&'(,7*2';$$M342($C$"'$46$*T47>#*$,)$
3,-$,6*$?,7>469$8"))*2*6("4(*8$"68"5"8&4#$?&'(,7*2'$468$
"68"5"8&4#$>"*?*'$,)$+&'"6*''$(,$8*(*27"6*$-3*2*B$-3*6B$468$
3,-$(,$?346=*$>2"?*';$$\5*29$+&'"6*''$6**8'$(,$8*5*#,>$"('$
,-6$?3,"?*$,)$)4?(,2'$,6$(3*$I$4T"*'B$+&($(3*$,6*'$'3,-6B$
?&'(,7*2$#,6=K(*27$4((24?("5*6*''B$?&'(,7*2$#,6=K(*27$
'-"(?3"6=$?,'($345*$>2,5*6$&'*)&#$),2$4$6&7+*2$,)$+&'"6*''*'$
(34($-*$345*$'**6;
MVC]A$C

<"(3$(3*$=,4#'$"6$3468$9,&$?46$(3*6$-,2E$-"(3$9,&2$
,2=46"O4(",6$(,$8*(*27"6*B$,6$46$4??,&6($+9$4??,&6($+4'"'B$
-34($47,&6($,)$>2"?*$2*8&?(",6$9,&$(3"6E$+*'($7**('$9,&2$
=,4#'$468$-3*6$9,&$'3,&#8$?346=*$9,&2$>2"?*$2*#4("5*$(,$
?,7>*("(,2$4?(",6'B$?&'(,7*2$8*7468'B$'&>>#"*2$4?(",6'B$
,2$*5*6$9,&2$?&22*6($"65*6(,29$?,'($'"(&4(",6;$$S"64##9B$=,4#'$
3*#>$9,&$8*(*27"6*$-34($7*''4=*'$(,$8*#"5*2$(,$*4?3$(42=*($
4&8"*6?*$468$3,-$(,$7464=*$(3*$7*''4=*'$',$(3*9$42*$
>2,>*2#9$468$*))*?("5*#9$&68*2'(,,8;
4. Carefully Communicate Price

M3,,'"6=$(3*$2"=3($-,28'$468$74E"6=$'&2*$(3*$2"=3($>*,>#*$"6$
9,&2$,2=46"O4(",6$?,77&6"?4(*$D$+,(3$5*2+4##9$468$,6$>4>*2$
K$>2"?*$?346=*'$4($(3*$2"=3($>,"6($"6$("7*$(,$(3*$2"=3($>*,>#*$
-"(3$(3*$?&'(,7*2'R$,2=46"O4(",6'$42*$?2"("?4#$8*?"'",6';$$
C#(3,&=3$(3*2*$42*$'?,2*'$,)$8"))*2*6($-49'$(,$8*'?2"+*$9,&2$
>2"?"6=$8*?"'",6'$468$4?(",6'B$4$E*9$(34($-*$345*$),&68$"'$(,$
74E*$'&2*$(34($-3*6$9,&$2*8&?*$>2"?*B$9,&$F"68$468$4'E$),2$
4$X&"8$>2,$X&,$"6$2*(&26$),2$9,&2$#,-*2$>2"?*;$$A3"'$?,&#8$+*$
469(3"6=$)2,7$46$,>>,2(&6"(9$(,$4?X&"2*$488"(",64#$>"*?*'$,)$
+&'"6*''$)2,7$(3*$?&'(,7*2$(,$4$'>*?"F"?$2*8&?(",6$"6$'*25"?*$
#*5*#$,2$>42($,)$(3*$,))*2"6=$9,&$>2,5"8*;

J*'>"(*$(3*$?34##*6=*'$-*$)4?*$8&2"6=$(3*'*$&6?*2(4"6$("7*'B$
>2,F"($,>>,2(&6"("*'$?46$+*$?2*4(*8$+9$?42*)&##9$7464="6=$
9,&2$>2"?*$"6$4$8*?#"6"6=$24-$74(*2"4#$*65"2,67*6(;$$<*$
345*$'**6$4$6&7+*2$,)$?,7>46"*'$(34($345*$"7>2,5*8$
(3*"2$742="6'$468$',#"8"F"*8$(3*"2$742E*($>,'"(",6$+9$
&'"6=$8*(4"#*8B$)4?(K+4'*8$464#9'*'$(,$8*5*#,>$4??,&6(K+9K
4??,&6($>2"?*$7,5*'$-"(3$(3*$2"=3($"6),274(",6$*))*?("5*#9$
?,77&6"?4(*8$(,$(3*$2"=3($4&8"*6?*';
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MFL’s Consulting practice focuses on helping 
our clients build margins and volume by captur-
ing their fair share of the value they deliver to 
their customers.  We have found that pricing, 
while often managed in isolation, can be a pow-
erful and integrating lever to drive a necessary 
shift in mindset and capability.
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