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Figure 1

Five Practices to Bulldoze  
Your Way Through B2B Bids

In the B2B business space, bids are a 
way of life. Unfortunately, due to the 
growth of professional procurement, 
sales teams are spending less time on 
developing relationships and closing 
sales and more time cannibalizing 
price strategies by identifying mini-
mum bid prices in order to win deals. 
In this article, the author gives pricers 
strategies for maintaining pricing in-
tegrity in the B2B bidding process. Avy 
Punwasee is a Principal at Revenue 
Management Labs, where they help 
companies develop and execute practi-
cal solutions to maximize long-term 
revenue and profitability. Connect 
with Avy at apunwasee@revenueml.
com or learn more about Revenue 
Management Labs.

For B2B, bids are a way of life. 
A large portion of sales in most 
companies is tied to bids, and 
success in closing dic-

tates whether companies will 
operate at capacity and meet 
margin targets. Unfortunately, 
customers are becoming more 
adept at wringing cost conces-
sions from suppliers through 
their bidding system. The ad-
vent of professional procure-
ment, reverse auctions and 
online bidding systems are 
pushing sales teams to one 
response – “we have to be the 
cheapest price to win.” Sound 
familiar? Sales people are 
gradually turning into prison-
ers with calculators. Instead of 
primarily using their time to 
make contacts, build relation-

ships and profitably close the sale, they 
have turned into bean counters attempt-
ing to close by uncovering the mini-
mum bid price possible. In Shawshank 
Redemption, it took Andy Dufresne 17 
years to tunnel his way out of prison. 
Unlike Andy, businesses do not have the 
luxury of time to figure out how to bid 
intelligently. The opportunity costs asso-
ciated with lost business and correspond-
ing profits could mean the difference be-
tween prospering and liquidating.

Start using the following practices to 
bulldoze your B2B bids:

1. Start with your 
Customers’ Needs
It sounds cliché but organizations 
frequently go into bids without truly 
understanding the reason for why the 
bid was issued. The simple answer is 
that the customer is looking to acquire a 
satisfactory product or service at the best 
possible price. Simple yes, but also com-
plex. A grasp of the customer’s motiva-
tion for the bid is key to your approach 
and the realization of the expected out-
come (see Figure 1).

2. Know what value you are 
bringing to the table
When beginning the bid process, com-
panies often have an idea on historical 
opportunities and margin targets but 
struggle to define and quantify what 
true value they offer. If you do not have 
a disciplined process to set your value or 
price, it is most likely your organization 
has this issue. Value can be evaluated 
from two perspectives:

a. Perceived Value
Figure 2 (on the next page) is a visual 
representation on how your custom-
ers position your price and value versus 
competition. It helps a team assess what 
decision a customer will make given the 
competitive alternatives available. The 
first step in compiling this map is to as-
sess customer price sensitivity to deter-
mine the rate at which they will trade 
off between value and price (Fair Value 
Line). The steeper this line is, the more 
price sensitive your customer is. You 
must then identify the key differentiat-
ing purchase attributes (i.e. warranty, 
taste) and score versus the competition to 
determine relative perceived value. The 
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For B2B, bids are a way of life.  A large portion of sales in most companies is tied to bids and, success in closing 
dictates whether companies will operate at capacity and meet margin targets. Unfortunately, customers are 
becoming more adept at wringing cost concessions from suppliers through their bidding system.  The advent of 
professional procurement, reverse auctions and online bidding systems are pushing sale teams to one response - 
“we have to be the cheapest price to win.”  Sound familiar?    
 
Sales people are gradually turning into prisoners with calculators.  Instead of their time being used primarily to 
make contacts, build relationships and profitably close the sale, they have turned into bean counters attempting 
to close by uncovering the minimum bid price possible.   In Shawshank Redemption, it took Andy Dufresne 17 
years to tunnel his way out of prison.  Unlike Andy, businesses do not have the luxury of time to figure out how to 
bid intelligently. The opportunity costs associated with lost business and corresponding profits could mean the 
difference between prospering and liquidating. 
 
Start using the following practices to bulldoze your B2B bids: 
 

1. Start with your Customers’ Needs 
   
It sounds cliché but organizations frequently go into bids without truly understanding the reason for why the bid 
was issued.   The simple answer is that the customer is looking to acquire a satisfactory product/service at the 
best possible price.  Simple yes but complex. A grasp of the customer’s motivation for the bid is key to your 
approach and realisation of the expected outcome: 
 

Customer Bid Motivation (Sample) Actions 
Current supplier was not delivering on quality or 
service 

• Lead with a focus on your total offering and 
how you exceed the competition 

Current supplier is unable to satisfy total production 
volume requirements, bidding for excess needs 

• Understand that you will not displace the 
current supplier (at least immediately) 

• Focus on commanding a price premium versus 
their current production source due to the 
emergency need and shorter run times  

Current supplier attempted to increase price and 
prompted the customer to re-solicit the market 

• Undertake in-depth market research to 
understand where competitor is proposing to 
price. Customer will already have a new price 
point in mind so your firm will have the 
opportunity to take advantage of the 
increased profit 

Customer has been with the same supplier for 20 years 
but is contractually mandated to do a new bid every 5 
years to ensure acquisition costs remain competitive 

• Probability of winning the business is low, so it 
does not make sense to submit aggressive 
pricing 
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Figure 2: Perceived Value Maplast step involves acquiring or imputing 
competitive prices and plotting each cus-
tomer alternative.

If an offer appears to the right of the Fair 
Value Line, it is deemed value advan-
taged. The offer that is the furthest right 
of the line will be preferred by the cus-
tomer (most value for the lowest price). 
Offers to the left of the line are value 
disadvantaged and, in the short term, 
usually require price adjustments to be 
competitive. Utilizing this tool, even at a 
simplistic level, will help you understand 
where you are positioned in price versus 
competition and why it is merited.

b. Financial Value
When a customer decides on a purely 
financial basis (i.e. brand value not con-
sidered), utilizing financial value mea-
surement is more appropriate. In this 
instance (see Figure 3), the organiza-
tion must seek to quantify all the ben-
efits and costs accruing to a customer by 
purchasing your product or service over 
the competition. It is critical that you are 
exhaustive in this process. Often, we find 
that client organizations overlook ele-
ments such as switching costs, warranty, 
payment terms, sales support, etc. Thus, 
they are not only forgoing their value in 
the asking price but neglecting to explain 
these benefits as further justification of 
the offer’s value.

Financial Value measurement needs to 

be done from the customers’ perspec-
tive, so keep in mind quantitative 
trade-offs associated with size (how 
big is the benefit), certainty (how 
likely am I to realize) and speed 
(how long will I have to wait to 
realize). By already accounting for 
customer considerations and ob-
jections, you will be better able to 
substantiate the value you bring to 
the table.

3. Those who cannot 
remember the past are 
condemned to repeat it
The foundation of enhancing your 
bid sophistication is based on a 
large sample of win/loss data. Sim-
ply put, this is the result of collect-
ing variables on past bids such as:

• Won or loss 
• Price bid 
• Competition prices 
• Deal size 
• Customer segment 
• Offer components

Most important of the variables is the 
justification on why a bid was accepted 
or rejected. Most organizations fail here 
by either not following up or relying on 
their sales teams to gather the requisite 
data. Not surprisingly, Sales will frequent-
ly cite price as the driver. It is an easy 
answer when you are not close enough to 
the customer and often does not get any 

resistance apart from asking how low the 
competition was priced.

A better practice is to have another group, 
internal or external, gather the input on 
why a deal was won or lost. For example, 
before undertaking this step, a building 
material supplier believed 95% of their 
losses were based on uncompetitive pric-
ing. After reviewing 100 bids with direct 
customer contact, it was found that pric-
ing only affected 23% of the losses. 

Most of the gap was being driven by po-
tential customers not fully understand-
ing the companies’ value offering and 
competitive gaps on shipping policies. 

This insight led to a drastic shift in their 
bidding process and investment alloca-
tion resulting in an increased close per-
centage of 39%.

4. Connect with your 
customer and showcase 
your value
Once you have quantified your value, it 
is essential that you consolidate it into an 
easily digestible story that the team can 
deliver to the customer. The best pitch 
decks are short, can be presented in un-
der 30 minutes and leave customers with 
the 3 or 4 key competitive differentiators 
that make your offering an ideal choice.

 
 

 
2 

 

2. Know what value you are bringing to the table 
 

When beginning the bid process, companies often have an idea on historical opportunities and margin targets but 
struggle to define and quantify what true value they offer.  If you do not have a disciplined process to set your 
value/price, it is most likely your organization has this issue.  Value can be evaluated from two perspectives: 

 
a. Perceived Value 
 

 
 
Figure 1 is a visual representation on how your customers 
position your price and value versus competition.  It helps a 
team assess what decision a customer will make given the 
competitive alternatives available. The first step in compiling 
this map is to assess customer price sensitivity to determine the 
rate at which they will trade off between value and price (Fair 
Value Line).  The steeper this line is, the more price sensitive 
your customer is.  You must then identify the key differentiating 
purchase attributes (i.e. warranty, taste) and score versus the 
competition to determine relative perceived value.  The last 
step involves acquiring or imputing competitive prices and 
plotting each customer alternative. 
 
If an offer appears to the right of the Fair Value Line it is deemed 
value advantaged.  The offer that is the furthest right of the line 

will be preferred by the customer (most value for the lowest price).  Offers to the left of the line are value 
disadvantaged and, in the short term, usually require price adjustments to be competitive.   

 
Utilizing this tool, even at a simplistic level, will help you understand where you are positioned in price versus 
competition and why it is merited. 

 
b. Financial Value 

 
 
 
When a customer decides on a purely financial 
basis (i.e. brand value not considered), utilizing 
financial value measurement is more 
appropriate.  In this instance, the organization 
must seek to quantify all the benefits and costs 
accruing to a customer by purchasing your 
product/service over the competition.   
 
It is critical that you are exhaustive in this 
process.  Often, we find that client 
organizations overlook elements such as 

Figure 1 
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With the advent of online bids and pro-
fessional procurement entities trying to 
commoditize offers, it is becoming more 
difficult to secure presentation time with 
customers. Regardless, it is something you 
must do or else you are only relying on 
your price to differentiate your offer. Nu-
merous clients that we dealt with have in-
stituted a policy of declining to bid if they 
cannot meet with the potential customer 
to discuss why they are the right solution.

5. Utilize an Automated 
Bidding Tool
This is where the pain associated with 
collecting win/loss bid data starts to pay 
dividends. Using this data, you can cal-
culate the probability of winning a bid 
given a certain price. Depending on the 
richness of your data you can drill deeper 
to calculate bid success probabilities for 
some of the following variables:

• Customer segment 
• Region 
• Competition 
• Product mix

Just like with Game of Thrones and 
episode count, the more variables you 

include, the better it gets. To illustrate, 
Figure 4 is a high-level bid probability 
estimate. You will notice the only vari-
able that is considered is your bid price. 
In its ideal form, the sales team should 
be able to use a bid pricing tool inde-
pendently. They fill out all the customer 
details, the offer portfolio and proposed 
price. The tool should then output a 
score that lets the salesperson know if 
they are approved to bid or require cor-
porate approval to move forward. By 
putting the tool right in the sales teams 
hands they become adept at modifying 
deal attributes (ideally with the custom-
er) to achieve higher scores to bid with-
out any outside influence. The tool also 
ensures 100% data capture.

From a corporate standpoint, the tool 
can centrally be leveraged to:

• Increase or decrease the amounts of 
bids being won 
• Set dynamic parameters on margin 
requirements 
• Ensure all bids are being processed 
and evaluated in a consistent manner

Just as Andy in Shawshank Redemption 
traded his dull rock hammer for a sail 
boat in Zihuantanejo, trade your sales 
team calculators for bid tools. It might 
not be as satisfying as sitting on a Mexi-
can beach, but at least with the extra 
margin you can buy freedom.

 
 

 
4 

 

5.  Utilize an Automated Bidding Tool 
  
This is where the pain associated with collecting win/loss bid data starts to pay dividends.  Using this data, you 
can calculate the probability of winning a bid given a certain price.  Depending on the richness of your data you 
can drill deeper to calculate bid success probabilities for some of the following variables: 
 

• Customer segment 
• Region  
• Competition 
• Product mix 

 
Just like with Game of Thrones and episode count, the more variables you include, the better it gets.  To illustrate, 
the following is a high-level bid probability estimate.  You will notice the only variable that is considered is your 
bid price.   
 

Factors Expected Profit 

Bid Price $40 $60 $70 $100 

Variable Cost/Unit $30 $30 $30 $30 

Contribution ($/%) $10 $30 $40 $70 

Probability of Winning Bid 90% 50% 20% <10% 

Expected 
Profit/Contribution/Unit $9 $15 $8 $7 

 
 
In its ideal form, the sales team should be able to use a bid pricing tool independently.  They fill out all the customer 
details, the offer portfolio and proposed price.  The tool should then output a score that lets the salesperson know 
if they are approved to bid or require corporate approval to move forward.  By putting the tool right in the sales 
teams hands they become adept at modifying deal attributes (ideally with the customer) to achieve higher scores 
to bid without any outside influence.  The tool also ensures 100% data capture. 
 

Figure 4
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From a corporate standpoint, the tool can centrally be leveraged to: 
 

• Increase or decrease the amounts of bids being won 
• Set dynamic parameters on margin requirements 
• Ensure all bids are being processed and evaluated in a consistent manner 

 
Just as Andy in Shawshank Redemption traded his dull rock hammer for a sail boat in Zihuantanejo, let us trade 
your sales team calculators for bid tools.   It might not be as satisfying as sitting on a Mexican beach, but at least 
with the extra margin you can buy freedom. 
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Deal ID: 00000343 Deal Type:
Start Date 4/1/2017 Win/Loss: Pending
Approval Pending - Sales Director Approval Urgency: 2 Days
Sales ID 0015 - Manny Ramirez

Customer ID Deal Levers
Customer Name Pedro Martinez Score Max

City Boston Desired Segment 8 10
State Massachusetts Account Size 12 15

Zip Code 2215 Premium Blends 10 10
Office Type Payment Terms 5 15

Industry Margin Improvement 15 40
Office Size Employees Competitive Pressure 6 10

Service Freq Times per Week
Location Approval Level

0-50: Sales VP
50-65: Sales Director

2017 Sales YTD GP % 65.2% GP 4,597$      66-75: Sales Manager
2017 Forecast GP % 52.1% GP 28,220$   75+: None Req'd

Approval Level: Sales Director

Manufacturing

RFP

Customer Details Deal Score

1235486

Office Tower

100
2
Metro DEAL SCORE

56$7,050
$54,150
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