Commercial Governance: Pricing Decision
Rights

Idea In Short

A sales representative offers 22 percent off list price to close a quarter-end deal. Nobody
objects because nobody is formally accountable for objecting. This is the default state of
pricing in most business-to-business [B2B] organizations: authority is implicit, exceptions
accumulate into precedent and margin erodes one polite concession at a time. The fix is not
tighter discounting rules alone; it is a governance structure that names who decides, at what
threshold, on what evidence and within what time. A functioning commercial governance
model assigns decision rights across list price, discount tiers and one-off exceptions, routes
each through a deal desk or pricing council sized to the stakes involved and captures the
rationale so today's exception does not become tomorrow's unexamined norm. Executives
who treat this as an organizational design question, not a spreadsheet of discount caps,

recover margin and sales velocity at the same time.

Pricing decisions in most B2B organizations follow no single path. A regional sales director
might approve a 15 percent discount from memory, a account executive might quietly
extend better payment terms to close a renewal and a chief revenue officer might override
both without anyone recording the reasoning. None of this is malicious. It is simply what
happens when an organization never formally decided who owns which pricing decision, at
what threshold and against what evidence. Commercial governance is the discipline of
closing that gap:

assigning explicit decision rights for list price, discount bands and exceptions and
building the escalation and review mechanisms that keep those rights enforceable
under real negotiating pressure

The decision rights vacuum
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Most companies can produce a pricing policy document. Far fewer can show who is actually
accountable when that policy gets tested by a demanding customer near quarter close.

Research into software company discounting practices found that fewer than a quarter of

finance executives tracked the total volume of negotiated discounts and almost none

monitored how those discounts were distributed across customer segments or over time.1

That absence of measurement is itself a governance failure, because a decision right

without accountability for its downstream effect is not really a decision right at all.

The vacuum tends to fill itself informally. Whoever is most senior in the room, or most
persistent in an email thread, ends up setting precedent. A director who approves an
aggressive discount for a strategic logo creates an unwritten benchmark that the next
account executive cites in the following negotiation. Six months later, the exception has
become the expectation and nobody signed off on that shift because nobody was ever
assigned to watch for it. Fixing this starts with a decision rights matrix that names, for every
category of pricing action, exactly one accountable role and one or two consulted or
informed roles, so authority stops migrating by default to whoever pushes hardest.

Why delegation itself carries a cost

Delegating pricing authority to salespeople is not automatically wrong; it can shorten
negotiation cycles and put pricing power closer to the customer relationship where
information about willingness to pay actually lives. Academic research on price delegation
shows that managers extend more authority to sales agents when those agents hold more
specific deal knowledge, when negotiations involve more exceptions and when monitoring
costs are low enough to catch misuse.2 The same research is equally clear that delegated
pricing authority without monitoring invites a predictable failure mode:

agents grant discounts not because the deal economics justify them, but because
negotiating is uncomfortable and conceding is the path of least resistance

This is the core tension commercial governance has to resolve. Too little delegation and the
organization becomes a bottleneck, with every deal waiting on an executive who cannot
possibly evaluate hundreds of negotiations with the context each one deserves. Too much
delegation without oversight and discount creep sets in quietly, deal by deal, until a full
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pricing reset becomes the only remedy. The answer is neither centralization nor free rein; it
is bounded delegation, where authority scales with deal size and risk and every grant of
authority carries a corresponding reporting obligation.

The deal desk as adjudicator

A deal desk is the structural answer to the monitoring problem. It is a cross-functional
function, typically drawing on sales operations, finance and often legal, that reviews deals
falling outside standard terms and either approves, modifies, or rejects them against defined
policy before a customer sees a final number.3 Framed correctly, a deal desk is not a
bureaucratic checkpoint; it is the mechanism that lets an organization delegate pricing
authority broadly while still catching the exceptions that carry disproportionate risk.

A workable deal desk structure typically separates requests into tiers by discount depth and
margin impact. Discounts within a modest band, perhaps up to 10 or 15 percent depending
on the product's margin structure, clear through a front-line manager with same-day
turnaround. Deeper discounts route to the deal desk itself, which applies a consistent review
against price floors, competitive context and account history, usually within a defined
service-level window measured in hours rather than days. The largest or most unusual
requests, those touching non-standard contract terms, multi-year price locks, or discounts
beyond a set ceiling, escalate to a pricing committee or executive sponsor who can weigh
strategic account value against margin dilution. What matters is that every tier has an owner,
a time bound and a documented rationale requirement, so speed and control are not treated
as opposing goals.

Guardrails, floors and the rebate blind spot

Discount governance is not only about one-time price concessions; ongoing mechanisms
like rebates and volume incentives are often where the real erosion happens because they
are negotiated less frequently and reviewed even less. A global study of more than 600 B2B
companies found that fewer than 30 percent tie the majority of their rebates to concrete
performance targets and 76 percent report that rebate payouts have grown in recent years
even as their connection to actual customer performance weakens.4 Rebates that drift away
from performance triggers function as a slow, compounding discount that governance

frameworks focused only on point-in-time deal approval will miss entirely.

Effective guardrails therefore need to cover more than the initial quote. Price floors and
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ceilings should exist by product line, customer segment, channel and geography and they
should be revisited on a cadence rather than left static for years while market conditions
shift underneath them. Discount ladders and fences, structures that differentiate acceptable
discount ranges by customer tier, contract length, or deal size, prevent the single blanket
discount percentage that treats a ten-person startup and a multinational account as
interchangeable negotiating counterparts. None of this eliminates judgment from pricing; it
constrains where judgment is exercised and requires that departures from the guardrail be
justified in writing rather than assumed.

Governing the exception without freezing the business

The instinct to tighten governance often produces rules so rigid that legitimate strategic
exceptions become impossible to grant quickly, which pushes sales teams back toward
informal workarounds. A better model treats the exception process itself as governed rather
than forbidden: every request for a policy exception should require a written rationale, an
assessment of the risk it introduces and an expiry date after which the exception reverts to
standard terms unless renewed. Framing every departure from policy as inherently
temporary prevents the accumulation of permanent precedent that undermines the pricing
structure over time.

This also changes how organizations should think about pricing committee composition.
Ownership works best when it sits with a finance or commercial operations leader who does
not carry a direct sales quota, because the structural conflict of interest in having revenue-
accountable executives approve their own team's discount requests is difficult to fully
mitigate through goodwill alone. A pricing committee meeting monthly or quarterly to review
exception patterns, not just individual deals, can catch the trend that no single approver

sees:
a particular product line consistently discounted below floor, a region whose
average deal size keeps shrinking relative to list price, or a customer segment

where rebate payouts have quietly decoupled from the growth they were meant to

reward

Measuring whether governance is actually working
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Governance structures that are never measured tend to decay into theater, present on
paper but ignored under deadline pressure. The clearest signal that a governance model is
functioning is whether pricing data becomes usable for decisions rather than just
recordkeeping: net price realization by segment, discount distribution over time, exception
volume by approver and the gap between list price and average realized price.
Organizations that treat pricing decision rights, incentive structures and escalation authority
as a connected system, rather than a static discount policy sitting in a shared drive, are
better positioned to convert pricing analytics into fewer contested negotiations and faster
deal cycles.5

The most useful metric is often the simplest one to overlook: how often does an exception
get requested for the same reason twice. A repeated exception is not really an exception; it
is an unaddressed gap in the underlying policy and the governance model should treat it as
a signal to revise the standard terms rather than keep approving the same workaround
indefinitely. Configure, price, quote systems and modern pricing engines can automate
much of the routing and flagging work, but the underlying design decision, who holds the
right to say yes and under what conditions that right gets reviewed, remains a leadership
call that no software configuration can substitute for. Getting that call right is what separates
a pricing policy that survives a hard quarter from one that quietly dissolves under the first
real pressure test.

1A case for discount discipline

2Delegation of authority and performance pay
3Deal desk

4B2B negotiations: unlocking key optimization opportunities

5B2B pricing: navigating the next phase of the Al revolution

Summary

Commercial governance is not a control function bolted onto sales; it is the operating
system that determines whether pricing strategy survives contact with a negotiation.
Decision rights, escalation thresholds and deal desks work together only when each is
calibrated to actual risk rather than hierarchy or habit. Companies that formalize who
decides on price, who can grant a discount and who adjudicates an exception consistently
protect margin without slowing down the deals that deserve speed. The reverse is equally
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true: informal authority, undocumented precedent and discount creep compound quietly
until a pricing reset becomes unavoidable. Building the governance model described here,
decision rights matrix, tiered escalation, a resourced deal desk and a feedback loop that
closes the gap between policy and practice, is a one-time design effort with a recurring

payoff. The goal is not fewer exceptions; it is exceptions that are visible, justified and time-
bound.
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