The Hidden Dangers of
Discounting Your Price

By MarR Hunter “The Sales Hunter”
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There are dangers in

| wrote my booRk High-Profit Selling: Win the Sale

Without Compromising on Price because in all my years as a
sales consultant, | have never seen something more damaging
to a sales force than discounting.

Unfortunately, most average salespeople and sales

managers are unaware of the hidden dangers of

discounting. They assume that discounting is a prevalent part of
selling, and they have no inclination to challenge that assump-
tion.

The good news for

You must not be average, because you are digging into this
eBooRk to discover the problems with discounting. Whether
you are a sales manager or salesperson, | am confident you
will improve your sRills and your bottom line with the infor-
mation in this booR.

Replace old assumptions about discounting with a better as-
sumption — what you offer is worth full price and you have the

confidence to present it to the customer.
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The S||ppery Slope Of Lgﬁzzzsglfé;i;)aystosaythis,butyouare
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D I s co u n t I n You may not thinR you are, because you “feel” like you are selling so
much more. But quantity will never make up for the profits you did lose

by selling at a discount.

The slippery slope of discounting is that if it be-
comes easy to do once, it will indeed become the
standard by which you sell.

It may even begin to eat into your belief that the full price is the accu-
rate price.

Over time, you convince yourself that the discounted price is the accu-
rate price. YiRes! Before long, the majority (if not all!) of your sales are

happening at a discount.

Stop this slaughter on your profit. These tips will
help:

Implement a policy in your company that no one can offer a dis-

There is just no way to mince words on this one necessity of selling: - 8
count without approval from their manager.

You MUST believe in the price you are offermg *  When hiring new salespeople, convey during the initiation period
for your product Oor service. and training process that your company frowns upon a culture of
discounting. Full value at full price is the expectation.

If you as a salesperson -- or worse, if you as a sales manager -- do
not believe in the price of what you sell, then that is a bigger problem *  Offer salespeople the resources and training so they can contin-

than whether you have a tendency to offer a discount. ue refining their selling sRills and be better equipped to sell at full
price.

For sake of argument, let’s say that you do believe in your price, but

offering a discount has become common place among your sales Sure, discounting may seem easy at the time and you may feel a boost

force. It has been woven into the fabric of how you do business, to of adrenaline getting that sale at the discounted price. BUT if you run

the point that you and your fellow salespeople couldn’t imagine not ~ the numbers in the short term and the long term, you'll find the

using that approach on a regular basis. momentary elation of a quick sale at a discounted price isn’t worth it!
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Are You Sending
Discounting Signals?

When | began searching for a new software package for my
company, | researched, read reviews, and talked with other people.
As a result, | decided on a particular type of computer program.

Funny thing happened along the way.
In talRing with several other companies that had worked with the

company, | Rept hearing the statement, “You can dicker with these
guys.” Wow, what a statement to hear!

Here was the system | Rnew was
going to be best for my company.
Hands down it had what we were
looRing for and now comes the
clincher -- these guys will dis-
count!

From that point on, every
element of my focus was on
makRing sure | was going to get
the best price. Suddenly, benefits
and expected outcomes shifted
to full speed ahead on getting a
lower price.

Yes, you can say for a moment
that would be the type of
company you would want to sell
for because they're willing to
discount to close the deal. Prob-
lem is the argument doesn't hold,
because you (the salesperson)
now have two issues.

First, you have to demonstrate

to the prospect the system is the
solution they're looRing for. Sec-
ond, you have to negotiate a price
Rnowing the customer is going to
beat you up.

“In my booR, that is a
pretty lousy sales
process. The problem is
they’ve told the market
they discount!
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Now looR at this from my
perspective as a buyer. | want to
buy and I'm ready to buy, but I'm
afraid I'm not going to get as good
of a deal as possible, so what do

| do? | wait them out and play
games with them.

Result is I'll still buy, but only after
waiting a period of time. When |
do, I'll pay less than | was plan-
ning to.

Look at this from the
salesperson’s perspective. They
have sales that drag out much
longer than need be and their
company makRes a lot less profit
than they could be makRing.

” Are you or your
company signaling the
marketplace you will
discount? If so, you are
creating headaches for
yourself you can’t
begin to imagine! ”
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8 Questions to Ask
if You Are Thinking
About Discounting

LY
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S

A Rey problem with discounting is that the salespeople who do
it do not give enough thought before hand to what is at stake. In
the moment, securing the sale — even at a discount - feels like a
victory.

Itisn’t!
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Below are questions you need to ask yourself if
you are thinking about discounting:

1. Am | taRing a discount to match a competitor’s price? What
leads me to believe the competitor with a lower price will not simply
lower their price even more?

2. If this is a new customer, how do | expect to ever get the price up
to the full amount if I've now sold it to them at a discount?

3. Ifthis is an existing customer and | offer a discount, will they
think I've been overcharging them up to now? If so, will that dam-
age our level of trust?

4. s the customer who is asRing for a lower price simply one who
will buy from anyone as long as they're the cheapest?

5. Is the customer I'm going to give a discount to one who has
been difficult to sell to up to now? If so, then what makes me be-
lieve they're not always going to be a high-maintenance
customer?

6. How will other customers respond when they find out this
customer received a lower price? Will | wind up having to give a
discount to a number of customers?

7. Why is the customer asRing for a lower price? What did | not do
properly in the sales process to get them to understand the bene-
fits and outcomes of what I'm selling?

8. How do | Rnow the customer won’t buy from me even if | refuse
to give them a discount?

The questions above do one thing — get you to slow
down and think carefully before even entertaining
the idea of reducing your price.
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What Does

Discounting Really

Cost?

Salespeople often argue that
offering a small discount doesn’t
hurt and is the right thing to do for
the customer.

Some salespeople will say they
need a little discount to make the
customer feel special or to help
spur their decision to buy.

" It doesn’t matter what
the reason or how pas-
sionate the salesperson
might feel about it, a dis-
count is still a discount
and it costs money! “

Offering a 5% discount to help
close a deal may not seem like
much, but let’s break down the
math to see just how much a 5%
discount will impact the
bottom-line.

For our example, we'll use a sell-
ing price of $100.00 and the profit
your company makes from each
sale as $15.00 (which is 15%). Yes,
your actual profit is going to vary.

Many companies are less and
some might be more, but for
demonstration purposes, let's go

with the $15.

Full Price

Selling Price: $100.00
Profit: $ 15.00

5% Discount

Selling Price: $100.00
5% Discount: $ 5.00

Profit: $ 10.00

The profit made is actually re-
duced by 33% because of the
discount.

Too many salespeople make the
fatal mistake of looRing at the
size of the discount as a compatr-
ison to the full price, but that is a
huge mistake.

A discount offered to a

customer is not a discount on the
full price. It's a discount on the
profit, unless there is something
else of value equal to the discount
that is being removed from the
offer. Problem is that scenario is
rarely the case.

Salespeople looR to give
discounts because they don’t feel
it's a huge concern, let alone a
huge cost to their

company.
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When the issue of a price discount comes up, every salesperson ” Salespeople, when ﬁrst challenged with
and sales manager should frame the discount not against the framing all discounts against proﬁt versus price

selling price, but against the profit. T i i

will initially argue profit is too high anyway. ”
Let’'s go bacR to the example used earlier.

Again, this is a bogus argument because profit made is a direct mea-

A salesperson looRing for a 5% discount may not view it as an surement of the success of an organization. The lower the profit, the
issue to their company and thus feel it's no big deal. Now, let’s less successful the company is, which really comes bacR to the sales
frame the discount as being a 33% discount on profit and it team being unable to express the value proposition.

suddenly becomes “game over.”

o “It’s hard to find a salesperson who is willing to
If a salesperson has to ask management for permission to offer a . ,
discount, the salesperson is going to think twice about asking to admit they're not good at what they do, but that
cut profit by 33%. They Rnow asRing for a 33% reduction in profit is exactly what they’re saying when they use the

is going to come across as stupid and w’|II ultimately imply to the argument they need a discount. *
sales manager that the salesperson can’t sell.

For this reason, it’s vitally important that sales-
people be required to express any discount as
being a discount on profit.

If you're a sales manager who doesn’t want to reveal financials to
the sales team, then just use a percent as the standard profit
number. Use the 15% in the example above. This allows
salespeople to understand quicRly and avoids having to divulge
financials.

Discounting costs far more than the typical salesperson will ever
admit, and that is because they've been geared to think based on
the full list or retail price.
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Discounted
Customers

Discounting Your
Price Brings You

Discounting not only destroys the
price/value relationship, but also
attracts lousy customers. And
who among us really needs lousy
customers?

Customers who are price driven
are the same ones who are going
to push you on everything else.

The problem is too many times
the salesperson doesn't realize
it until it’s too late. The general
feeling is that discounting the
price to get a sale is better than
no sale at all.

Sounds simple, right? And it
sounds likRe the only loss is in
profit. The reality, though, is the
loss is much bigger than just

profit.

" Once a customer
kRnows they can push
you to get a lower price,
then they begin to think
they can push you for
other things, and this is
where the situation can
really start to spin out of
control. ”

The pushing winds up being a
drain in so many ways.

Typically, the pushing winds

up being in additional services
that takRe not only time, but also
resources. The result is the sale
that was already discounted be-
comes even more discounted due
to the additional work involved.

Some of you reading this are
thinRing the additional requests
from the customer are merely
ways to demonstrate great cus-
tomer service, and that maRes
sense, but it comes at a cost. The
additional cost winds up having
little chance of paying off, be-
cause the customer never does
come to accept the full price --
even on future sales.

If your goal is to attract cheap
customers, then by all means,

discount your price.

” If you want to protect
your bottom-line and,
more importantly, Reep
your costs under
control, then discount-
ing is the last strategy
you want to employ. ”

THE SALES
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The sales community tends to believe one of the easiest ways to

H aVI n g P rO b | e m S close a sale is by offering a discount. Standard thinRing says if you

have a customer who is on the fence of maRing a decision, then

c I O s i n 7 offer a lower price and you'll convince them to buy.
8

There is a huge problem - actually many problems - with this
thinRing (and I'm not just talRing about the matter of giving away

Discounting Will Make o
Eve ryth|ng Worsel! PROBLEM #1:

Discounting your price to close a sale changes the entire selling

process. Whether you realize it or not, when discounting becomes
one of your selling tools, it quickly begins to overshadow other
more meaningful selling tools.

Subconsciously, we move from focusing on helping the customer

with the benefit they desire to justifying in our own mind that the
only way we will make the sale is with a discount.

PROBLEM #2:

Second problem - and this one is even bigger — is that using a
discount to close the sale puts an aura of doubt in the mind of the
customer. The doubt is exposed in two ways. One is the customer
in their mind begins to question the entire value proposition. Two,
they see the sudden urge by the salesperson to offer a discount as

the salesperson not even fully believing in what they're selling.

PROBLEM #3:

Once the customer experiences your first offer of a discount, they
begin to believe there is potential for an even bigger discount to be
had. Once a customer believes there is more money at stake, then
all bets are off. Why should any customer agree to buy if they feel
they could get a lower price?
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Do you see how devastating these problems are?

" Having the ability to close a sale using discounts
should simply not be part of the selling process. “

The objective of the sales process is to communicate the
price/value relationship and the unique selling proposition the sales-
person is providing the customer.

Think about that for a moment.

" If you're going to spend all of your time demon-
strating value and then at the last minute offer a
discount, what does that say about everything else
you’ve told the customer?”

What you've told the customer is you lie. No, you're not doing it inten-
tionally, but that is what the customer perceives. Discounting your
price at the end to close a sale calls into question everything you've
said to the customer to this point.

Every question you ask and every statement you make must be geared
toward helping convey the value of the benefits the customer will
receive. The better your dialogue with the customer, the more informa-
tion with which you will have to close the sale without having to resort

to price.
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A . | W Want to avoid discounting? One of the best ways as you are going
I l I l p e a y to into the closing phase is to Rnow at least 3 Rey needs the customer

has. One of those must be linked to time.

[ ] [
AVO I D D I s co u n t I ng. Pary Knowing these things equips you to focus the customer on the needs

they have and the importance of solving them quicRly.

” Price is totally irrelevant when the customer’s
needs are fully exposed and they understand the

plish or avoid. ”

bring it up.

customer.

full magnitude of what they want to either accom-

When we have the customer focused 100% against their needs, we
don’t have to bring up price, and the customer also is far less likely to

Where the salesperson tends to make mistakRes with regard to price is
the salesperson forgets about the needs of the customer and reverts to
discussing price. It's at this point the sales process stalls out.

We will close far more sales when we eliminate price and the idea of
discounting from our sales process and instead focus 100% on the

To Reep the entire process simple, make it a point from the first time

you meet with the customer to record every need the customer brings
up. Record every benefit and outcome they desire, regardless of how
trivial you might feel they are. The bigger your list, the more you will
have to pick from when it comes to presenting your solution.

There is not one need, benefit or expected outcome raised by a

customer that does not warrant you asking a question.

" Stop thinking the conversation is about price. It’s
about the customer and the solution you know

you can provide to them. ”
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Author of High-Profit Selling: Win the Sale Without Compromis-
ing on Price, MarR Hunter spent more than 18 years in the sales
and marReting divisions of three Fortune 100 companies. He has
held sales management roles in teams ranging in size from 20
to 900 members. This level of experience is at the core of every
program he delivers to thousands of people each year in the
areas of pricing, negotiation, leadership and communication.

He travels more than 200 days a year and is best Rnown for his
ability to motivate and move an organization to embrace pricing
strategies that protect profit.

You can catch up with MarR here...

The Sales Hunter Blog (www.TheSalesHunter.com)

LinkRedin (www.LinRedin.com/in/MarkRHunter)

Twitter (www.twitter.com/TheSalesHunter)

Google Plus (https://plus.google.com/+MarkRHunterTheSalesHunter/posts)

Also, invest in your career and buy his booR: High-Profit
Selling: Win the Sale Without Compromising on Price.
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