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Pricing: Are you discounting or negotiating?

This is a conversation about our pricing. Specifically, discounting versus
negotiating the professional fees in the
proposals we send to prospects or
clients. You can already guess that discounting and negotiating are not the
same things – though I am telling you
that one-way negotiating (and we do a
lot of that) is discounting.
Discounting is definitely a problem … negotiating, less so because
there should be a win-win outcome …
but make sure you read to the very end
because the best solution isn't what
you might think!

DISCOUNTING
You discount when your prospect or
client asks for a lower price and you
make the concession to get the engagement. They don’t give anything additional in return, and you don’t get anything additional in return. This is oneway negotiating. It is also fee pressure,
and anecdotal evidence from colleagues responding to BVFLS practitioner surveys says this was a problem
in 2013, in 2014, and in 2016.
So the problem is not new, and it
is not going away. Why? Because you
don’t negotiate … which may be a
result of your fear of the outcome (the
prospect or client won’t budge and you
will lose the engagement) or your inexperience with the practice of negotiation.

NEGOTIATING
Your prospect or client responds to the
proposal by saying they need a lower
price. It’s the only change they suggest
in the entire proposal. You can counter
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by offering to accept a lower fee in
exchange for (1) being paid up front,
(2) getting more time to complete the
engagement, (3) providing a lower
level of service, or (4) some other trade
that makes it a win-win deal.
The key is that both sides give
something to get something. That’s
what makes it a negotiation!
Notice that I did not say you
could counter with another fee, i.e.,
you quoted $10,000 … they counter
with $8,000 … and you counter that
with $9,000. I am not a fan of this practice, and here is why.
First, because you always need
to come in with your best price for the
service you agree to provide. If you
shake hands on $9,000, you are providing the same scope of work you
thought was worth $10,000. If it was
only worth $9,000, that is what you
should have started at.
And second, what message does
accepting the lower fee send to your
prospect or client? It tells them that
your original offer of service wasn’t
worth the price you first quoted. They
will remember that the next time they
do business with you … if they do
business with you again.

A “funny” story
I related this story on LinkedIn a few
weeks ago. I provided a prospect with
a fee quote of $x to perform a business
valuation. The prospect responded
that they had a quote from another
appraiser to do the work for $y. (That
appraiser’s $y fee was less than my $x
fee.) I told the prospect that I understood, and that I sincerely wished
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them well working with the other
appraiser for $y. A few days later, the
prospect called me back … admitted
that there was no other competing fee
quote (which was kind of weird actually hearing) … and that if I was still
interested they would engage me for
my $x fee.
I tell this story because it is part
of the discounting/negotiating problem that we or any other service
provider is up against; we really don’t
know if there is a competing quote or if
it is just a gambit to get us to unilaterally drop our fee.

SO WHAT SHOULD
A PRACTITIONER DO?
If you like the idea of a negotiated
price versus a discounted price, you
need to learn how to negotiate and
overcome the fear or inexperience.
(Have you taken a course or read a
book on negotiation? If not, why not?
Just because our professional standards are silent about pricing our work
doesn’t mean we don’t need to learn
how to do it!)
But much of the time, when we
say we should negotiate we mean we
want to learn how to defend our pricing to avoid discounting in the first
place! More to the point, we need to
justify the delta between our $x price
and (1) a client’s request to lower it or
(2) a competitor’s lower $y price.
So rather than simply negotiating the fee, a better solution would be
to demonstrate the value you bring to
the engagement and reach an agreement that allows you to stake your
Continued on next page
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Jim Hitchner’s

Valuation Products
and Services

Bringing you the TOOLS you need
to help you SUCCEED!

DLOM GUIDE AND TOOLKIT

Cutting-edge DLOM methodology explained and
modeled for practical application.

• Downloadable Excel files with groundbreaking DLOM calculator
• Electronic (PDF) manual with easy-to-understand instructions
• An 800+ page guide in both print and electronic (PDF) formats
www.valuationproducts.com/DLOM-Toolkit/

BUSINESS VALUATION Q&A GUIDE

Have a question for three of the top BV industry
leaders? Chances are, it’s answered here!

• Jim Hitchner, Shannon Pratt, and Jay Fishman present their consensus
view on over 150 popular BV topics
• Reviewed by 15 well-known, experienced BV practitioners
• Available in both print and PDF formats
www.valuationproducts.com/HPFQA/

4th EDITION OF “THE BOOK”

Looking for a primary BV source written in plain
English? Financial Valuation Applications and
Models, 4th edition, is it!

• Source for AICPA’s/NACVA’s national certification courses
• Indispensable reference on various valuation topics, filled with details,
practice tips, and examples
• Written by 30 nationally recognized names in the valuation industry
www.amazon.com or www.wiley.com

MONTHLY WEBINARS

Is there a valuation topic you’d like to study?
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claim to the portion of the value you
create or the problem you solve for that
prospect or client.
The relevant question is: Can
you make that demonstration? That
seems like the place to start. Because if
you can’t, if you’re throwing out a price
and hoping it will stick to the wall, that
is a problem. And really, when you’re
hiring a professional service provider,
don’t you want (and expect) that person to demonstrate their value?
This column is a place to
get actionable advice for
growing your practice and
improving your processes.
Do you have an issue you
would like to discuss?
Email me at
rod@rodburkert.com.

What’s better for
my practice ... a
newsletter or a
blog?

Rod has BOTH
and explains the
advantages and
disadvantages of
each. Just click
HERE!

• Archived monthly webinars presented by industry leaders on
timely topics
• Includes interactive PDF files, PowerPoint slides, and handouts
www.valuationproducts.com/webinars-past/

THE JOURNAL

Want to stay current on the hottest BV topics?

• Financial Valuation and Litigation Expert journal is the platform for
50+ experienced practitioners
• Keeps you up-to-date on the latest BV issues with practical, concise
articles
www.valuationproducts.com/fvle/
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