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Upcoming Events
13th Annual European Pricing Workshops & Conference – Fairmont Rey Juan 
Carlos I Hotel – Barcelona, Spain / 6-8 December 2017 
 
 • 4 Full-Day Workshops on Wednesday 6 December 
 • 4 More Full-Day Workshops on Thursday 7 December 
 • Conference Keynotes and 3 Breakout Tracks on Friday 8 December

For the most up-to-date information about PPS events and programs, please 
visit our website at pricingsociety.com frequently.
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Ten Soft Pricing Skills to Pay 
Attention to and Develop

Stephan M. Liozu is Chief Value Of-
ficer of the Thales Group and Chief 
Marketing Officer of Thales Inc. 
in the USA. He is also an Adjunct 
Professor & Research Fellow at the 
Case Western Research University. 
Stephan holds a Ph.D. from Case 
Western Reserve University (2013), 
an MS in Innovation Management 
from Toulouse School of Manage-
ment (2005), and an MBA in Mar-
keting from Cleveland State Univer-
sity (1991). He authored four books, 
Value Mindset (2017), Dollarizing 
Differentiation Value (2016), The 
Pricing Journey (2015) and Pricing 
and Human Capital (2015). He also 
co-edited three books, Innovation in 
Pricing – Contemporary Theories 
and Best Practices (2012), The ROI 
of Pricing (2014), and Pricing and 
the Salesforce (2015).

Take any pricing books and you 
will quickly be able to identify 
the Core Pricing Skills that 
are pre-requisites to holding a 

pricing job. In fact, Core Pricing Skills is 
the most popular workshop that is be-
ing selected at every Professional Pricing 
Society conference as part of their CPP® 
certification. While I agree that there 
are skills that are must-haves to manage 
pricing, I also believe that soft pricing 
skills are equally important to success-
fully designing and executing pricing 
programs. Pricing leaders must there-
fore develop both hard and soft pric-
ing skills and make sure that their 
pricing team demonstrates a balance 
of skills when interacting with inter-
nal business people.

I propose that there are 10 critical soft 
pricing skills that pricing and human 
resources (HR) leaders must pay atten-

tion to and intentionally develop. Here 
they are: 

1. Change Leadership
Pricing professionals need to seriously 
consider learning more about the sci-
ence of change management and change 
leadership. Most of them are proficient 
in project management as it is a more 
formally developed and widely accepted 
science. Change management is about 
the management of people during pric-
ing projects. As pricing methods and 
technologies become more complex and 
dynamic, the need for formal educa-
tion in change management is increased. 
Change leadership refers to the energy 
fueling the change management pro-
cess. Pricing professionals need to act as 
change agents with a great dose of en-
ergy, charisma, and drive. They need to 
be inspirational to a certain extent to 

http://www.pricingsociety.com
https://pricingsociety.com/conferences/
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Figure 1: Do you Speak the Language of your Top Leaders?get people on board with a new 
vision. While some consider 
change management to be a 
hard skill, I consider both di-
mensions of change a necessary 
skill set pricing folks need to ac-
quire and develop. Formal certi-
fications and training programs 
are available. Ask your HR team 
for options. 

2. Learning the  
Language of Business
Pricing is a critical function and 
an integral part of the marketing 
discipline. As such, pricing pro-
fessionals must develop a strong 
business acumen to be able to 
interact and work with sales, 
marketing, innovation, supply 
chain, and finance professionals. 
They must speak the language of 
business but also the language of 
their top leaders (see Figure 1). 
Participating in business meet-
ings and business processes (fore-
casting, budgeting, and marketing plan-
ning) will certainly help.  Reading about 
the sales and marketing discipline can 
also increase the level of awareness about 
what is important for these disciplines 
but also what vocabulary they use. Are 
you reading enough business books? Do 
you spend time on social media learning 
about other functions? Are you participat-
ing in internal training given to the sales 
force or technology groups? 

Do not wait for someone to invite you. 
Contact your training and talent devel-
opment group and ask for a list of train-
ing sessions that are planned over the 
next 90 days. Sit in the back of the room 
and learn. Learn the language of your 
internal customers. Learn what is impor-
tant for top leaders.

3. Mindfulness
Mindfulness in business is not about 
meditating, although it might help too. 
Mindfulness is more about being atten-
tive to your audience, about avoiding 
surprises, about avoiding being compla-
cent when you are successful, about being 
creative and innovative in your job, and 
about learning from failures. It is about 

listening very carefully to what is hap-
pening around you a well as sharing the 
credit when things are going well. Being 
mindful is a state of mind that pricing 
professionals need to adopt to constantly 
learn and improve in their job.

4. Presentation Skills
This might get a bit personal. In general, 
pricing professionals are not great with 
presentation skills. Not only in presenting 
content, insights, and findings, but also in 
designing powerful visuals and compel-
ling presentations. If I was given one dol-
lar for every boring slide full of numbers I 
have read in my career, I would be a rich 
man. Presentation skills include all the 
things that I have mentioned earlier. Not 
only delivering engaging and compel-
ling presentations but also keeping people 
awake during pricing meetings. It also 
means having proper attire and looking 
professional (see Figure 2).

5. Telling Stories &  
Holding Conversations
Obviously, making good presentations 
also means that you can develop good 
stories to tell to your audience. This is a 
very helpful skill if you also interact with 
customers and trade channels. People 

like having good discussions and hear-
ing fun stories. By stories, I also mean 
being able to make strong business cases 
for pricing investments and selling an 
internal vision for pricing. Holding con-
versations with other functions requires 
good listening skills. It is about rephras-
ing their needs and expectations and 
responding by using vocabulary to create 
trust and credibility.

6. Managing Without 
Authority
Getting people to do things for you, get-
ting people on board with projects, and 
getting buy-in for a pricing change are 
very helpful skills. The future of manage-
ment and leadership goes across bound-
aries, hierarchies, and geographies. More 
and more, work environments are vir-
tual, collaborative, and integrative. Si-
los are bound to disappear and because 
of this, pricing folks with a high degree 
of technical skills will have to reach out 
across functional boundaries in order 
to create coalitions and project teams. 
Managing these diverse teams requires 
understanding the motivation of all ac-
tors and speaking in terms of success, 
hope, and great team accomplishments. 

 

Do not wait for someone to invite you. Contact your training and talent development group and ask for 

a list of training sessions that are planned over the next 90 days. Sit in the back of the room and learn. 

Learn the language of your internal customers. Learn what is important for top leaders. 

3.  Mindfulness 

Mindfulness in business is not about meditating, although it might help too. Mindfulness is more about 

being attentive to your audience, about avoiding surprises, about avoiding being complacent when you 

are successful, about being creative and innovative in your job, and about learning from failures. It is 

about listening very carefully to what is happening around you a well as sharing the credit when things 

are going well. Being mindful is a state of mind that pricing professionals need to adopt to constantly 

learn and improve in their job. 

4.  Presentation Skills 
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This is a very critical skill but one that is 
hard to develop. We have a tendency to 
use authority lines to get things going. 
Sometimes, it might work but, most of 
the time, it shuts down people we need 
to bring in to our winning coalition. The 
art of influencing people uses some of 
the skills we have already described: vi-
sioning, reassuring, changing mindsets, 
telling stories, selling projects softly with 
emotional intelligence.

7. Collaboration
The future of pricing is collaborative 
pricing. Pricing is a cross-functional dis-
cipline that can only succeed when it is 
done in alignment and in collaboration 
with other functions. Collaboration skills 
can help assemble winning coalitions, 
troubleshoot difficult pricing projects, 
and establish a strong culture for value 
and pricing. Collaborating means being 
transparent with others, communicating 
well, having no political agenda, focus-
ing on team success, teaching others new 
things, and sharing information widely. 

8. Compassion
Just because you get it does not mean 
that everyone else is going to get it. 
Compassion is about making sure you 

take the time to accept the limitations of 
others. It is about being patient, gentle, 
and taking the time to repeat things over 
and over. Pricing is a complex science. 
Pricing professionals have to be able to 
give feedback, to train other people, and 
to take the time to get to other people’s 
levels of understanding. Engaging other 
functions is not about winning the ar-
gument or impressing others with one’s 
technical skills. It is about taking the 
time to understand other people’s moti-
vations, fears, and reasons for resisting. 
It is about exploring and understanding 
human behaviors and interactions. They 
do not teach that in pricing courses.

9. Charisma
People might say that charisma cannot 
be acquired. You have it or you do not. 
Generally speaking I tend to agree but I 
also think there are ways to develop cha-
risma. These ways include:

• Developing a vision and key messag-
es for each project. 
• Developing a stronger voice prior 
to critical presentations and project 
meetings. 
• Improving body language during 
team and individual interactions. 

• Paying attention to what you say 
and how you say it. 
• Working on presentation skills.

Charisma can be improved over time 
with practice and resilience. Charisma is 
all about being prepared, confident, and 
clear on what you want to communicate. 
Confidence really matters.

10. Hope and Positivity 
Carefully paying attention to the selec-
tion of words being used in pricing com-
munication is a critical skill to develop. 
That is not me saying it. Positive psy-
chology scholars and executive coaches 
will tell you that positive words of hope 
can help persuade and motivate people. 
I often recommend that pricers actu-
ally count the number of positive words 
in their pricing vision, pricing messages, 
and pricing reports. 

Conclusion
Based on my research and experience in 
business and pricing, I have listed the ten 
most critical soft pricing skills as I see 
them. There are others that may be more 
relevant to your business and to your 
industry. The question is not whether 
you are right or wrong. The real chal-

lenge is to recognize that busi-
nesses are run by humans and 
that soft skills are critical. Are 
you getting enough training in 
these skills? My recommendation 
is to get started with one or two 
classes or courses that you need 
the most in the coming years to 
be successful both individually 
and as part of a team. Then you 
select one or two for the follow-
ing years. It means reading more 
about the subject, getting certi-
fication, attending a formal pro-
gram, or just requesting coach-
ing from a leader. What matters 
is that you start working on your 
soft skills every week. These take 
time to build and maintain. You 
could ask for more technical 
training in pricing or you could 
ask for leadership and/or emo-
tional intelligence training. You 
make the decision. Different ef-
forts but different payback.

This might get a bit personal. In general, pricing professionals are not great with presentation skills. Not 

only in presenting content, insights, and findings, but also in designing powerful visuals and compelling 

presentations. If I was given one dollar for every boring slide full of numbers I have read in my career, I 

would be a rich man. Presentation skills include all the things that I have mentioned earlier. Not only 

delivering engaging and compelling presentations but also keeping people awake during pricing 

meetings. It also means having proper attire and looking professional.  

 

5.  Telling Stories & Holding Conversations 

Obviously, making good presentations also means that you can develop good stories to tell to your 

audience. This is a very helpful skill also if you interact with customers and trade channels. People like 

having good discussions and hearing fun stories. By stories, I also mean being able to make strong 

business cases for pricing investments and selling an internal vision for pricing. Holding conversations 

Figure 2
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The Psychology Behind the  
New iPhone’s Four-Digit Pricing

In this article, the author examines 
how Apple’s pricing strategy with the 
recent release of the iPhone X crosses 
an important threshold in consumer 
pricing. Why did Apple take this risk? 
As the author explains, Apple is using 
a premium price to set an expectation 
of excellence in consumers’ minds. 
Rafi Mohammed is the founder of 
Culture of Profit LLC, and author 
of The 1% Windfall: How Success-
ful Companies Use Profit to Profit 
and Grow. He can be reached at 
rafi@cultureofprofit.com. This article 
originally appeared on the Harvard 
Business Review (HBR.org).

The Eagles expanded the 
scope of pricing beyond just 
capturing value, to setting 
a belief of excellence in 
consumers’ minds.

Apple made headlines by an-
nouncing that the price for its 
new iPhone X (a fancy term 
for 10) will range from $999 

to $1,149. These prices are commanding 
attention because they are significantly 
higher than the base prices of the two 
other iPhone models that were also an-
nounced, the 8 ($699) and the 8 Plus 
($799). The X’s price is also noteworthy 
because it approaches, and breaches, the 
key threshold of $1,000. Boosting prices 
into four-digit territory crosses an impor-
tant psychological barrier for consumers.

Why did Apple push the limits of pric-
ing on the highly anticipated device? A 
key reason involves using a premium 
price to set an expectation of excel-
lence in consumers’ minds.

This is a pricing strategy similar to the 
one successfully implemented by The 
Eagles. The popular Southern Califor-
nia band, whose album Their Greatest 
Hits 1971 – 1975 is the second highest-
selling album of all time, had broken up 

in 1980. After a 14-year hiatus, the band 
reunited to release a new album and 
embark on a worldwide tour. What dif-
ferentiated this tour, from a pricing per-
spective, is that The Eagles were the first 
major rock band to break the $100 ceil-
ing of concert prices by selling tickets 
above that critical threshold.

As a lifelong fan of the band — their 
hit song “Hotel California” seemed 
to play every 15 minutes on the radio 
when I was growing up in Cincinnati 
— $100+ tickets made sense to me. The 
band’s timeless hits and lengthy absence 
from the music scene was fueling strong 
demand. Going back to the demand and 
supply fundamentals of Economics 101, 
this results in higher prices.

To confirm my intuition, I called Irving 
Azoff, a well-respected personal manager 
in the music industry and the master-
mind of this pricing strategy for The Ea-
gles, his longtime client. Azoff said The 
Eagles’ pricing wasn’t just about match-
ing supply and demand — it was a state-
ment of quality. “We used price to make 
a statement to fans that they are seeing 
the greatest American rock-and-
roll band, not a washed-up reunion 
band,” Azoff recalls.

What a fascinating use of price. The 
Eagles expanded the scope of pric-
ing beyond just capturing value, to 
setting a belief of excellence in con-
sumers’ minds. Of course, once the 
expectation was set, they had to de-
liver on their promise. With a three-
hour, hit-filled concert that earned 
glowing critical reviews and propelled 
their concerts to top-grossing status in 
1995, The Eagles more than delivered on 
their pledge.

Apple shares the band’s aspiration of set-
ting an expectation of unrivaled great-
ness in consumers’ minds. In announc-
ing the release of the iPhone X, Apple’s 

CEO, Tim Cook, unabashedly declared, 
“It is the biggest leap forward since the 
original iPhone.” Bold marketing words 
are nice, but consumers are bombard-
ed with, and often let down by, bubbly 
claims. As a result, we cynically filter the 
validity of these pitches. Setting a premi-
um price is more of a concrete look-you-
in-the-eye pledge: “It’s going to cost you, 
but believe me, it’s worth it.”

In my view, Apple missed the opportuni-
ty to further use price to psychologically 
convey confidence. Specifically, it should 
have avoided the “end in 9” game for the 
iPhone X. Prices that end in 9 are typi-
cally coded by consumers as being much 
cheaper than the next number, ending in 
zero (99 cents versus $1.00, $99 versus 
$100, $999 versus $1,000). If the iPhone 
X is as revolutionary as Cook claims, he 
should have the confidence to say “We 
are not playing games — the price is 
$1,000.”

Pricing is far more than a strategy to 
equate demand with supply; it has many 
nuances. And, as was the case with The 
Eagles, so far it appears that Apple’s 

pricing strategy is working. The me-
dia is buzzing about the X’s high price. 
Gene Munster, a leading Apple analyst, 
has predicted that 30% – 40% of Apple’s 
customers are willing to pay $999 for the 
new iPhone. Now the waiting game be-
gins to see if media and customer reviews 
will match expectations, and enable Ap-
ple to maintain its rock-star status.

http://www.pricingsociety.com
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Strategic Pricing Movements  
Q3-Q4 2017

In this article, the author examines 
several high-profile, strategic pricing 
movements and strategies implemented 
by companies in Q3-Q4 2017. Tim J. 
Smith, PhD is the founder and CEO 
of Wiglaf Pricing, adjunct professor 
at DePaul University, and Academic 
Advisor for the Certified Pricing Pro-
fessional designation. His most recent 
book is Pricing Done Right:  The 
Pricing Framework Proven Success-
ful by the World’s Most Profitable 
Companies (Bloomberg Financial, 
2016). He can be reached at tsmith@
wiglafpricing.com.

Amazon Repeats Price 
Competition Strategy  
with Groceries
It is no surprise that Bezos would use 
price competition with his newly ac-
quired Whole Foods, as that has been 
his standard strategy for the past 20 
years. But will it pay off? For a stand-
alone business, it only pays off if the firm 
has a competitive advantage and some 
pricing power (lower costs and more 
desirable offerings). Amazon may have 
some pricing power, but it is hard for me 
to believe they have a serious cost advan-
tage in groceries. As such, this is a costly 
game with unlikely payoffs. How long 
will investors let Amazon play a market-
share grab at the expense of profits? If 
it weren’t for Amazon Web Services 
(AWS), would Amazon be a good invest-
ment? If AWS is the only good piece of 
business at Amazon, should investors 
push for a break-up to release its value?  
Tough questions. But incomplete. Con-
sider the emerging war between Amazon 
and Walmart, and the game makes more 

sense. They’re two companies reach-
ing the mass U.S. consumer market, but 
with very different path dependencies.

Novo Nordisk learns of Soft 
Economic Benefits
Novo Nordisk launched Tresiba at 60%-
70% higher prices than their prior insu-
lin treatments to few takers. Challenge: 
the added value of “convenience” and 
“flexibility” were too soft as measured 
against patient outcome. Result: too few 
were willing to pay the differential price.  
Some differential benefits are clear and 
result in hard economic value. Other 
differential benefits are unclear, squishy, 
and suspect resulting in softer economic 
value. Separate the clear from the un-
clear when making your model of the 
Exchange Value to Customer.

Pharma Market  
Failure: EpiPen
The Wall Street Journal ran an excellent 
report on EpiPen and Channel Pricing 
for the pharmaceutical industry. It looks 
like a market failure with misaligned 
incentives. Don’t expect any real chang-
es during the current administration 
though. For now: Mylan can make hay.

Questions for Tyson
Tom Hayes, CEO of Tyson stated, 
“we’re essentially busting at the seams” 
regarding demand for bacon and chick-
en strips. Yet, profit was flat to slightly 
down to $447 million from $484 mil-
lion over same quarter last year. Last 
I checked if demand is up, suppliers 
should raise prices and increase their 
profits—a lesson that continues to evade 
the automotive industry. Is it evading 
Tyson? I know they have smart people 
there in pricing so I will, for now, accept 
the indications that this is a temporary 
operational challenge.

Avis Feels Price Pressures
Yep, Avis is blaming competition and in-

dustry overcapacity for lower profits. Big 
question: cyclical due to low-used car 
prices or trend due to the rise of Uber?  
Suspect it is both, along with surmising 
a pricing review will soon be commis-
sioned.

Wendy’s is in the Game
Wendy’s achieved another quar-
ter of same store sales growth. Was it 
their sassy social media campaign that 
reminds detractors of the existence of re-
frigerators? Was it their new menu items?  
Or was it the fast food chain’s competi-
tive pricing? Of the three, I think it was 
their social media campaign that pro-
pelled otherwise strong product and 
pricing strategy to outperform.

Verizon Shows It Can Buy 
Market Share – Smartly
Verizon starting selling unlimited plans 
in response to aggressive marketing 
by T-Mobile. Over 600 thousand people 
switched. The new offer attracted 59% 
of Verizon’s current customer base, eat-
ing deeply into overage-fee revenue. But, 
on the plus side, net income increased to 
$4.4 billion from $0.7 billion the same 
time last quarter. Sounds like a small 
give for a large get. Smart discounting?

Intel Still Strong
At Intel, revenue rose 14% as profits in-
creased from $1.3 billion to $2.8 billion 
over same quarter last year. Performance 
was partially attributed to sales of chips 
for personal computers and industrial 
servers, where it holds 93% and nearly 
100% market share respectively. This is 
despite the long-trend downturn of the 
PC market, and the rising competition 
from Nvidia, and now Advanced Mi-
cro Devices in the server market. Better 
interpretation: Intel is using its pricing 
power. Bigger question: Can Intel intel-
ligently invest that cash to win the com-
ing connected car, Internet of things, 
and smart phone markets?

http://www.pricingsociety.com
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Potential Untapped: The Chinese Used Car 
Market in the Times of ‘Internet Plus’

In this article, the authors examine 

the driving forces behind the steadily 

growing Chinese used car market, and 

analyze the four distinct business mod-

els that exist currently in the Chinese 

O2O (online-to-offline platform) mar-

ket. This country and industry specific 

article provides valuable insights to 

pricers in multiple industries, and espe-

cially to those working in international 

markets. Jan Yang is Managing Di-

rector of China Desk at Simon-Kuch-

er. He can be reached at Jan.Yang@

simon-kucher.com. Jason Chen and 

Shansi Liu are Consultants at Simon-

Kucher’s Beijing Office.

In the traditional market, 
transparency lacks for buyers 
and sellers alike. The seller can’t 
identify a potential buyer and 
likely does not know the market 
value for his or her car.

CONTINUED ON NEXT PAGE �

The used car market in China 
has been growing steadily for 
almost 15 years. According to 
the China Automobile Dealers 

Association, in 2015, the annual transac-
tion volume of used cars in China in-
creased from 2014 by approximately 2.3 
percent to 9.4 million units. Addition-
ally, the annual turnover increased by 26 
percent to RMB 368 billion. More and 
more friendly policies as well as a dy-
namic “Internet Plus” environment al-
low the used car market to rapidly grow 
in the China market. The market is esti-
mated to reach 20 million units in 2020. 

However, used cars make up a very small 
part (around 28% in 2015) of total car 
sales in China compared to the mature 
markets, in which the transaction rate of 
used cars is around 70% of the overall 

car sales. There is still enormous poten-
tial for growth – especially in the times 
of “Internet Plus”1.

There are mainly two used car transac-
tion channels in China: the traditional 
market, and the Internet online-to-
offline platform (O2O). In the tradi-
tional market, transparency lacks for 
buyers and sellers alike. The seller can’t 
identify a potential buyer and likely does 
not know the market value for his or her 
car. At the same time, the buyer does not 
know where to buy and also has no way 
of knowing what kind of condition the 
used car is in. 

As more and more O2O platforms join 
the game, services such as professional 
consulting, on-site car inspection, car 
registration, re-examination, transaction 
services, etc. become more professional. 
The exchange of information is more ef-
ficient, and the inspection of used cars is 
more transparent and standardized. Ac-
cording to Analysys, in 2015, the Internet 
transaction volume of used cars in China 
exceeded 1 million units, an 
increase of 60 percent since 
2014. 

Currently the Internet 
O2O business in China 
is still in its early devel-
opment phase, in which 
multiple business models 
co-exist due to the com-
plexity of the transaction 
chains. From “production” 
to “distribution” to “con-
sumption,” we can distinguish four dis-
tinct business models that exist currently 
in the Chinese O2O market.

The C2C business model
To begin with, in a C2C business model 
the O2O platform provides free inspec-
tion of the used car and then posts the 
car information on its online or offline 
platforms for the follow-up deals. Beepi, 

the American peer-to-peer market place 
for buying and selling used cars, is the 
forerunner of this model. 

Beepi.com offers all-in-one services in-
cluding on-site inspection, online transac-
tion and door-to-door delivery, resulting 
in improved transaction experience. In 
China, Haoche51.com and Souche.com 
are using this kind of business model.

The C2B2C business model 
In the C2B2C business model, the O2O 
platform issues inspection reports of 
the used car and then runs an auction 
among end dealers. The dealer with the 
highest auction price wins the car and 
re-sells it to the end customer. The Chi-
nese websites Kaixin.com and PaHa-
oChe.com apply this model.

The B2C shopping mall
The O2O platform acquires used cars 
and then re-sells them to the end cus-
tomers via its online or offline platform. 
Carmax, the American largest used car 
retail transaction platform is a good ex-

ample of this model. In China, Youtu.
com and Youche.com are platforms rep-
resenting this business model. The mar-
ket of B2C shopping mall is much larger 
than C2C (in ToC market, the B2C and 
C2C business respectively accounted for 
80% and 20% in 2015) due to higher 
standardized transaction processes and 
after-sales services.
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The B2B auction
The core business of the B2B auction 
model is to provide an online auction 
platform for used cars dealers, such as 
Cheyipai.com and Youxinpai.com prac-
tice. Among all existing business models, 
B2B auction is relatively the most mature 
business model. It has a high transaction 
efficiency accounting for the largest share 
(in 2015, the transaction amounts of the 
two biggest B2B platforms accounted for 
60% of the entire O2O used car market) 
in the O2O used car market. 

However, comparing with those models 
involving end customers, the B2B model 
has less branding opportunities. The de-
velopment potential of the B2B model is 
perceived to be smaller than that of other 
ToC business models.

All of these models outplay the tradi-
tional transaction channel by providing 
a platform that is more efficient in the 
exchange of information and more stan-
dardized and accurate when it comes to 
the car inspection (which increases cred-
ibility among platform users). 

However, this is not a cure for the root 
problem. So far, no one can be ensured 
that the used cars are valued fairly: a 
standard inspection and valuation sys-
tem across the whole country is still lack-
ing. In other words, all existing busi-
ness models fail to solve the key pain 
point in the used car market, i.e. the 
information asymmetry between seller 
and buyer. The information asymmetry 
is becoming one of the biggest headaches 
of the end users which refrains them 
from buying used cars or haunts them 
even after the transaction is completed. 
For the online platforms selling used 
cars, information asymmetry is seen as 
the biggest bottleneck for them to gain 
more business.

To tackle this issue, the used car indus-
try could potentially learn from other in-
dustries. A leading telecom operator, for 
example, bundles handsets and telecom 
services by offering an all-in subscription 
model. In that model, users can switch 
the handset to the latest model every 
time the contract is renewed. Another 

example comes from the security services 
business. 

A world-class provider in this sector 
breaks the standard product approach 
by offering diverse packages of service 
levels. According to the service level, 
the provider will assign on-site staff and 
provide the necessary surveillance equip-
ment. In doing so, the lines between 
traditional service and product offering 
blur. More importantly, the customers 
benefit from the carefree service, because 
they no longer have to worry about tech-
nical details.

Both examples have one thing in com-
mon, i.e. the underlying subscription rev-
enue model, which has been a mega-trend 
that we have observed in the last years. 
Subscription-based revenue models are 
making inroads to many consumer busi-
nesses for good reasons, as they help boost 
customer loyalty and value by bringing 
companies and their customers closer. 

They enable companies to learn about 
customers’ needs and usage behaviors 
and develop more personalized offers. 
The distinct advantage of subscription 
revenue models is well-recognized in 
capital market – Wall Street values sub-
scription businesses at higher multiples 
because such businesses have the poten-

tial to improve customer lifetime value 
as well as reduce acquisition cost. On the 
other hand, the future revenue streams 
under a subscription model are predict-
able, a key to enterprise valuation.

A subscription revenue model can fit well 
with the used car market. Instead of pay-
ing a large amount of money upfront, 
consumers would typically rather pre-
fer smaller and manageable installments 
instead. Subscriptions would effectively 
lower the entry barrier to the used car 
market and lure potential buyers, who 
would not consider buying a car other-
wise.2

We could imagine something like this: 
The O2O platform could purchase vari-
ous used cars and provide bundling ser-
vices to end customers. End customers 
could pay for the service on a monthly 
basis during the contract period. Such 
a bundling service could, for example, 
include the right to use the chosen used 
car, enjoy car insurance, basic repair and 
regular maintenance services. The fees 
could vary by car segment, the condi-
tion of the car, and possibly the contract 
length. During the contract period, the 
user could also be allowed to switch to 
another car of the same category. 
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Furthermore, the O2O platform could 
offer location-based services to explore 
broader business opportunities. The key 
here is to reach a critical mass of pay-
ing subscribers. To pave the way for a 
smooth launch, the O2O platform could 
collaborate with selected car manufac-
turers to ensure technical and financial 
support. This would help reduce opera-
tion costs and attract more customers. 
Overall, such an innovative business 
model would put an end to the informa-
tion asymmetry and not only benefit the 
end users, but also the platform and its 
business partners. Admittedly, the plat-
form’s financial reports may suffer in the 
ramp-up phase of its operations.

The account above is an example of an 

innovative idea that would face numer-
ous challenges when being implemented. 
Challenges include setting optimal prices 
that exploit the willingness to pay of the 
end customers, designing customer in-
centives to ensure the appropriate usage 
of the used car, creating customized loy-
alty programs to encourage the extension 
of the agreement period, and identifying 
up-sell and cross-sell opportunities, just 
to name a few. 

The times of “Internet Plus” provide the 
possibilities to establish business connec-
tions on “cellular level” and thus reduce 
the challenges of implementing innova-
tive business models. We remain there-
fore opportunistic that some innovative 
companies will break through the chaos 

in the used car market with innovative 
business models in near future. 
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