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Al paths to profit
begin with

pricel. . . A THE PLAN

A What do we already know?
A What can be improved?
A 5 research questions and the findings
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WHAT DO WE
ALREADY KNOW?
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pricing in business markets is an under-researched topic?

companies see themselves under enormous and increasing price pressure®
pay huge attention to the prices they pay through tough procurement
practices but were too sloppy for the prices they charged their customers®
less than 5% of Fortune 500 companies have a full-time function

dedicated to pricing®

not many cost-cutting opportunities and highly saturated markets i how
blue is your ocean?°

being innovative is not all T the important role of marketing’

gh UNIVERSITY

SEITE| 4 WHAT DO WE ALREADY KNOW? " UPPER AUSTRIA



PRICING MYTHS

Should costs be the basis for price setting?

Do small price changes have only a little impact on profits?
Are customers usually highly price sensitive?

Are products usually difficult to differentiate?®
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WHAT CAN BE IMPROVED?

UNIVERSITY

OF APPLIED SCIENCES
UPPERAUSTRIA



1) understand and manage the value exchange with customers STRONG IN

5 e : VALUE-
) manage competitive interactions BASED

3) resources management3 PRICING?

CUSTOMERS -

3
el

SYSTEMS
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SEGMENTING SEPARATING TREATING
B2B (@] 3¢ THEM IN
MARKETS STRATEGICALLY INTEGRATED
IMPORTANT WAY
CUSTOMERS

HIGH PROFITABILITY? ALIGNED
WITH VALUE-
BASED
PRICING
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RESEARCH QUESTIONS,
DESIGN ‘& FINDINGS
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5 RESEARCH QUESTIONS
CONVERGENT PARALLEL DESIGN

RO1
RQ2 QUANTITATIVE DATA  QUANTITATIVE
ANALYSIS
RQ4 -
MERGE INTERPRET
RESULTS =
RQO5
Q QUALITATIVE DATA R~
COLLECTIONAND = QRESULTS
ANALYSIS
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QUANTITATIVE PARTY QUALITATIVE PART

- 3 language versions of survey - 3 language versions
- 15 questions - 5 questions topics of the interview
- KAMSs, sales managers, executives, other - KAMSs, sales managers, pricing managers
- evenly distributed to 300 B2B - 10 interview partners
manufacturing companies (in AT & SK) - machinery, steel, automotive, chemicals

- 56 fully relevant entries

- 55 % of participants from companies with
more than 250 employees

- most common respondents manufacturing

g ——

industries types: electrical equipment (21 i E”

%), machinery (18 %), metal (7 %), rubber = ? LoEEE B )

and plastics (7 %) S zi} e -
- 41% of respondents with high pricing e Do gL

decision making power
—M| unversiTy
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RQ 1

What is the profitability situation in manufacturing
companies in Austria and Slovakia?

Are organizations capable to have a profitable pricing?

=M | unversiTy

PLIED SCIENCES
sssssssssssss UPPERAUSTRIA

SEITE| 12

RESEARCH QUESTION 1 & FINDINGS



Better ROS

1) Always look for new ways in pricing and do
than ’ 3% not look at profitability only in short-term
competition

Same ROS as 2) Benchmark pricing
competiton

3) Focus on pricing capabillities:

= | ower ROS as
competiton . . .
knowing competitors tactics

improve the speed of reaction to market price changes
try to find out customers” willingness to pay

price services effectively

guantify economic value of your product

65%

21%

A
A
A
A
A

Improved _

ROS execute TCO analysis
develop special training programmes about pricing profitably for your
sales managers and key account managers

Worse ROS

4) Implement software providing accurate
Information in complex business conditions

79%
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Are KAs more profitable than the other normal
customers of the company?

How much more profitable are they?
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’ 11% 11 % KA more profitable

34% 43 % KA less profitable in long-term

12 % do not measure profitability

—M| unversiTy
OF APPLIED SCIENCES

UPPER AUSTRIA

SEITE| 15 RESEARCH QUESTION 2 & FINDINGS



D: 2-5%: 8.33%

D: 2-5%: 10.71%

Average
ROS per

A 16%=: 33.33%
A 16%=: 35.71%

C: 6-10%: 33.33% C: 6-10%: 28.57%

regular
customers

B:11-15%: 25.00%
B:11-15%: 25.00%

E: 1%2: 3.57%

A 16%=: 12.50%
D: 2-5%: 20.83%
D: 2-53%: 21.43%
Az 16%=: 32.14%

Average
ROS per

B:11-15%: 25.00%

key
customers

C: 6-10%: 21.43%

C: 6-109%: 41.67% B:11-15%: 21.43%
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KAs are not always profitable, even though there are many employees
especially dedicated to them in the company i importance of the right
segmentation on B2B markets

Measuring the individual profitability of KAs pays-off

Value based pricing can help making KA profitability measurements easier and
more transparent, what can lead to the ability to manage and finally also
increase the KA profitability
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What kind of pricing strategies do companies use for
their KAs and for normal customers?

Is there always the same pricing approach used for KAs
or do pricing strategies among particular KAs within one
iIndustry vary?
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COUNTRY TYPE of pricing Regular KA - actual KA - opinion
strategy customer

Cost-based 46,2% 19,2% 19,2%
Competition-based 23,1% 26,9% 19,2%
VB-based 30,8% 53,8% 61,5%
Cost-based 34,5% 27,6% 20,7%
Competition-based 41,4% 44,8% 13,8%

VB-based 24,1% 27,6% 65,6%
86 % respondents in AT and 69 % respondents in SK said that the pricing
strategy is in line with overall company strategy

31 % respondents in AT and 53 % respondents in SK said that there is the

same strategy between various key account within the company

Value based pricing is well-known for its positive impact on profitability in
both countries i What are the barriers?

. . .
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RQ 4

Is there an impact of a selected pricing strategy for KA
on the profit situation?

,:h UNIVERSITY
OF APPLIED SCIENI

P ICES
nnnnnnnnnnnn UPPER AUSTRIA

SEITE| 20 RESEARCH QUESTION 4 & FINDINGS




PRICING Average Average

STRATEGY ROS - company ROS - KA

TYPE

A: 16%%: 20.00% E: 1%2: 11.76%

Cost-based
’ C: 6-10%: 41.18%
D: 2-5%: 60.00% C: 6-10%: 20.00%
D: 2-5%: 41.18% \’

Competltlon' E: 1%2: 16.67% A: 16%<: 16.67%

based
D: 2-5%: 16.67% B:11-15%: 16.67%

C: 6-10%: 33.33%

C: 6-10%: 66.67%

E: 1%2: 8.33%

Az 16%<: 25.00%
C: 6-10%: 33.33%
D: 2-5%: 41.67%

B:11-15%: 41.67%

B:11-15%: 5.88%

Az 16%5: 16.67%

. B:11-15%: 16.67%

B:11-15%: 8.33%

C: 6-10%: 41.67%
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RQ 5

How do companies create value for and of the
customer?
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LetEs share our thoughts and experiences
together

(1) meaningoffi v a fonaec u st oan@ftr wa fouceo mpany o

(2) benefits of VB-pricing

(3) obstacles of VB-pricing

(4) connection of VB-pricing with KAM and the role of key account manager in the VB-
pricing process

(5) the tools to assess the value
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