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Pricing - An Evolving Discipline

Trends in B2B Pricing
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Big Pricing Ideas

The Start of a Pricing Evolution
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Fall 1992: One of the most download HBR articles PRGOS
Capital Disadvantage:
America’s Failing Capital
Investment System
@ Harvard Business Review
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Big Idea #1.: Price is the Most Powerful Profit Lever SO
1% Improvement ...Creates operating
in... Profits Improvement of
Fixed Cost
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Big Idea #2: Measure the Right Price pRosS

Tech-Craft Gave a Pocket Discount of 39.1% After Waterfall Elements

(100% = Dealer List Price)

81 o0 -
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Dealer Order 39 -
Discount Size National 2.7 20 -
Discount Promotion Exemption : Pocket
Discount Discount Cash - .
Discount ol Discount

Coop - - 39.1%
Advertising 3.5 Promotional -
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Big Idea #3: Variation without Rationality s
Circa 2000-2010
Rental Equipment: Deploy Best Practices to Address Variability
Item #123
$5,000
$4,500 . ] ]
52,000 Typical reaction:
$3,500 . = Apply analytics to the problem
o $3,000 oo :_....m‘t" 3 $ = Reduce aluthority I(lave!s
< $2500 o ..‘..\.‘ o ,::: e . Control.wnh orlg.anlzatlonal structure
$2,000 . Ad .'_-';:'-_ °: (centralized pricing)
$1,500 e o 0:}).-0"!': . = Apply 6 Sigma
$1,000 . .
$500
$0
$100 $1,000 $10,000 $100,000 $1,000,000
Customer Annual Revenue
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Typical Response to Big ldea #3

Circa 2016
Multiple
______ Touch
& / X . .
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Pricing Evolution in 2024

OPTIMIZED
Al Sales Quoting &
Contracting x‘

PROS Global Price
Management

Reactive Pricing @
1 2
Current State — Future State
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Typical Pricing Maturity Evolution

Outperform
Potential

value Getting control
A 8

Beginning investments

Availability of advanced
pricing capabilities

Gain visibility into the * Relatively easy access to
transaction price history and

. . opportunity |
Begin to build infrastructure ¢ Understand profit effects of full cost to service X
*  Design and begin “waterfall” ¢ True segment comparison

implementation of . ¢  Pricing guidance

L Understand price “scatter” . Full waterfall
organization, processes and across customers for similar ull waterfa

i recommendation
metrics products ecomme fjatlo S
*  Begin to understand data . CUSt.om?r lifecycle
needs to get greater visibility ‘. - profitability
«  Targeted investments and Capture “quick hits *  List price optimization

studies to capture *  Fix low margin/priced products

opportunities : Re.d:’ce "a”;bi"ty \:/hetre it Institutionalization of pricing
exists (e.g., discounts, terms) change

* Close obvious leakages

Time
>
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Big Idea #4: Apply Science to Optimize Pricing = nnes
Value
Al-driven price
guidance
Price Guidance with
Micro-segmentation
Yield Mgmt B2C Price
Models Elasticity
Models B2B Price Price Guidance
Elasticity Models
Models
1990 2000 2010 2024
Focus on short-term margins, sometimes at the expense of future sales Focus on sales growth, loyalty, and retention for long-term profitability
Pricing as an independent silo Pricing as an integrated part of sales & marketing
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Why was Big Idea #4 - “Super Big"? DRSS

Overall goal:
Move the curve and increase
revenue and profits

Percent of revenue

Account net

ket in % <0 0-5 5-10 10-15 15-20 20-25 >25
pocket margin % % )
Y
60-70%
2024 PROS. Inc. All rights reserved. Confidential and Proprietz OfOpportunity
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Pricing Tools are Key

Percent of revenue

. » Overall goal: Move the curve and
Provide on-going access to increase profits
account and transaction
profitability and salesperson
performance

N
Account net
pocket margin <0 0-5 5-10 10-15 15-20 20-25 >25
Percent
g 1. Cut off the losers or make 2. Raise average though & [MEEEED ShETe CrEHeeie
Actions them profitable improved customer insight EPLEINCE
P P g 4. Reduce Churn
Floor prices, approval Al High value account
flow Target and expert prices identification
Audit trail Attrition detection
Accountability
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The New Buyer

Implications for pricing

11/15/2024

Existing Companies Make Frictionless Buying Difficult

Large

Medium

Opportunity Size

Small

L
Low Medium High

Incentive Level

Over-reliance on “high touch”
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Complicated and Long
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Companies and Buyers Lens Differs

Of companies believe they deliver “super experiences”

8%

Of customers agree
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Traditional Pursuit of Market-relevant Pricing Takes Too Long - raed
Finance
Company financial
performance
All Good..... But
Marketing Product X
Competitive positioning SR
$4,500 S —
Customer trends $4.000 C‘“;Lﬁ,,iml Takes too Iong
@ 3
Value / Technology © $3,500 Error prone
a $3,000 . . 5
Sales 5 $2500 o Often widely inconsistent
— X . .
Local customer knowledge 8 :i’ggg . ” Relies heaV|Iy on human
. L . J ° ° .
Ez[;?r::lz;:e, negotiation skills o $1.000 . . Judgement
$500 Not transparent and often
0
Pricing $100  $1,000 $10,000 $100,0081,000,000 “untrusted” by the customer
- ’
IPEEASP S Customer Annual Revenue Can’t update fast enough
Visibility (tools/metrics)
Process Integrity
Synthesized knowledge
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Buyer Change #1.: Sales Experience is the New Key to pRosS
Revenue Growth
Sales
19% Vel Experience
Price
m Produ_ct&
Service
ECEB i
18
Buyer Change #2: Convenience is a Competitive Differentiator DRSS
‘} How likely would you be to move your business if you
\. could order via a mobile app?
A\ Speed
N
. I Extremely Likely [ Very Likely
Easy Payment Optien W
44% | w LN
Convenience of F‘Jagi‘fffg/'
Repe?t.Ord'efs / 69% 52% 15%
54%
7 38%
Millennials Generation X Baby Boomers
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Buyer Change #3: Sellers Who Do Not Provide Real-time, DRSS
Personalized Pricing, They Face Challenges

How likely would you be to switch to another vendor that
incorporated real-time, personalized pricing based on your
buying history? N=1053

2/3 would potentially switch for
real-time pricing

100% ~

80% -

60% -

44%
40% -
22% 20%
20% -
= -
3%
0% A — . - i i i
Extremely Unlikely Somewhat Unlikely Neither Likely Nor Unlikely Somewhat Likely Extremely Likely
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Buyer Change #4: Buyers Trust Algorithms -t TCON )
of buyers describe data science of buyers describe data science of buyers describe data science of buyers describe data science
driven pricing as driven pricing as driven pricing as driven pricing as
FAIR BENEFICIAL TRUSTWORTHY PREFERRED
» Sophisticated vendors sometimes use data science to price quotes to ensure that they have optimized your offer by
accounting for current market conditions, inventory levels, your purchase history, and cost changes. Please rate your feelings
toward a vendor’s use of this approach to price your desired products and services. (N=1053)
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The Risk to Your Business of Traditional Processes

Money left on the table, reduction in win-rate and downward price pressures.

SLOW
Can’t quote quickly, friction
in the approval process

INCONSISTENT
Varied pricing across
customers creating low
price expectations STATIC
Prices can’'t move
with the market
SILOED
Disconnection across
sales channels IM PERSON__AL
Prices not specific to
customers and segments

22

Win at Pricing

New Pricing Capabilities Required to Win

11
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Faster Quote Turnaround Times Drive Higher Win-Rates DROS

2500 60%

50%

reduction
9 % 40% 1 H
IN win-rate
2% o for quotes
1000
over 24hours
) I I I
10%
0 N
<4 hours 4-8 hours 8-16 hours  16-24 hours ~ >24 hours
mmm Total Quotes =——Win Rate
High Tech Manufacturing Example
RO e Al e o INSIDESALES.COM
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New Requirements to Win at Pricing -t TCON )

Build trust in

Focus on

0

Embrace Build the right

pricing
organization

speed the Al variable pricing
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Action #1: Focus on Speed DDGS

Would pay 1% more for instant Would pay 3% more for Would pay 5% more for instant
pricing information instant pricing information pricing information
© 2024 PROS, Inc. All rights reserved. Confidential and Proprietary. 26
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Action #2: Segment your pricing process - nn
Enabling Better Allocation of Deal Review Resources
Large I\
[0}
N
%]
>
.‘é‘ PARTNER/SALES
S Medium SELF-SERVE
IS}
Q.
o
e}
Small
Cd
Low Medium High
Incentive Level
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Action #3: Build trust in the Al

Al-driven Price Guidance over time
appears to be random

0.8
0.6
0.4

0.2

-0.2

However, Al captures willingness to pay, and
probabilities for getting ancillary business

Customer 8475
Willingness to pay margin: 10%

1 Probability of future ancillary: 7%

0.8
Customer 2576

0.6 3 Willingness to pay margin: 0%
0.4 Probability of future ancillary: 93%
0.2

0

Time -0.2 Time

——PG MARGIN PCT

© 2024 PROS, Inc. All rights reserved. Confidential and Proprietary.

28
N
28
. . . DD/ Z
Action #4: Embrace Variable Pricing -t TCON )
Maintaining Competitive Pricing is #1 Concern for Buyers Shifting to Digital
i ici SEARS 5:31 p.m. 6:25p.m.
Dvnamlc Prlclng Besthr:y raises Amazt;'r: drops
Retailers are adjusting prices on price to $899.99 price to $744.46
everyday items several times a
day. Here is a look at prices ;::t"s':;y refims
s oS5
Web retailers: 8:33 p.m.
Amazon raises
price to $856.08
12
p.m.
¥
v
GE Profile Advantium 120
microwave oven
Note: Alltimes
are in Pacific
22";?1 ::(:::o‘:;n Corvantes/The Wl Street Journal Cupm.
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Action #5: Build the Right Pricing Organization DRSS
Traditional Digital Commerce

Protects pricing/margin Enables nimble market pricing
Creates controls to manage, Helps transition to no-touch pricing
monitor and execute pricing Implements repeatable, largely self-
Creates pricing models to match running dynamic pricing model
price to value Continuous ideation and testing of
80% price execution, 20% strategy pricing strategy

© 2024 PROS, Inc. All rights reserved. Confidential and Proprietary. 30
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Winning B2B Selling Model - Ideal State for Pricing’s Role pDRGS

. . « M N =
Price Consistency % ad —_J%
[ 1
IN-PERSON PHONE WEB/MOBILE DISTRIBUTION
Price Experience @

SIMPLE/QUICK CONFIGURABLE RELEVANT

Digital Infrastructure
Required

USER EXPERIENCE SOPHISTICATION
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The Brave New World DDGS

*Pricing is central to an organization’s ability to thrive
*Buyers demand more - faster, easier, more personalized
*But - They are willing to pay for it

*Things are going to move faster, but the technology and practices
are evolving

*As Al is part of your future, just like everyone else

32

Contact: jbardell@pros.com

AI WILL NOT REPLACE YOU.
A PERSON USING AI WILL

16
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