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The machinery industry as a 
whole received a heavy blow 
during the recent crisis, with 
many high profile suppliers 

seeing their revenues dropping sharply. 
However closer inspection revealed that 
some companies were far more adept at 
protecting themselves than others. Ad-
vanced pricing strategies in particular of-
fered machinery companies great oppor-
tunities to retain their profits. 

This article will explain some of the 
strategies that were used to accomplish 
this and give some outlook regarding fu-

ture pricing developments.

1. Segmentation: Choosing 
appropriate regions, 
applications and customers
Deciding how to handle and differenti-
ate regions is fundamental. Different 
regions have varying price levels that 
should be upheld or even raised. One of 
the biggest challenges in this context is 
to maintain price fences between low 
and high price regions (e.g. Asian and 
Western markets). One smart strategy 
employed is to use refurbished machines 
to enter developing countries instead 
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of discounting new machines and risk-
ing a price level collapse. This benefits 
manufacturers as buyers are introduced 
to their brand and will purchase new 
machines as soon as the market develops 
further. Another technique is to stream-
line worldwide prices for global accounts 
to secure profits.

Choosing the right application or seg-
ment for your machines can have mas-
sive implications on 
profitability. Machin-
ery for some industries 
(e.g. pharmaceuticals) 
has margins that go 
far beyond others (e.g. 
packaging). Handling 
too many applications 
can increase cost, thus 
one should only opt for 
the most profitable. 

An increasing number 
of manufacturers are 
solving this problem 
by producing multi-
application platforms 
and selling different 
licenses for these that 
only unlock certain 
modules. Pricing in-
novation has evolved 
the business model 
from individual ma-
chine pricing to license 
schemes.

Customers do have very different buying 
preferences (price, risk, quality, service). 
You should invest time into analyzing 
what your customers value since this de-
termines their willingness-to-pay. Offer-
ing identical products to different cus-
tomers at significantly different prices 
is risky. 

One solution is using dual product 
brands. Customers that want high per-
formance but no “extras” are offered 
basic machines. Customers who value 
advanced features are offered premium 
machines with a corresponding price. 
Based on this strategy it is possible to ca-
ter for “value buyers” and “price buyers” 
without destroying margins.

2. Balancing the offering: 
Core and complementary 
businesses
Most companies have a portfolio of of-
ferings to compliment their core ma-
chine business that are called ‘After Sales 
and Service’. This can include spare 
parts, maintenance, refurbishment, leas-
ing, etc. Not only do these generate 
higher margins than the core business, 
but they are also a steady source of cash 

flow during economic downtimes. 

Although most companies have identified 
these offerings as a cash cow, they usually 
lack the understanding of the complex 
and fundamental interactions between 
the core and complimentary businesses.

For example, increasing the prices on im-
portant spare parts will generally have a 
significant profit effect for the parts busi-
ness, but it could have a detrimental effect 
on the core business. Total cost of owner-
ship is an important decision criterion for 
professional purchasers. If ‘high ticket’ 
parts are increased too much (e.g. turbine 
blades) this will increase the total cost of 
ownership and decrease the chance of you 
selling the product (e.g. turbine).

Another example is the relationship be-
tween refurbished, rental and new sale 
within the core business. Renting / leas-
ing machines has been gaining in popu-
larity in developed markets. Manufactur-
ers have to be sure about their internal 
costs to serve. Rental agreements are of-
ten undercharged since the internal costs 
are underestimated due to lack of trans-
parency. In addition, the usually profit-
able spare part and repair business is lost 

since it is bundled into 
the rental price. In 
2009 many custom-
ers terminated rental 
contracts so the ma-
chines were returned 
to the manufacturer 
for refurbishment. In 
the aftermath compa-
nies cannibalized their 
new machine sales by 
releasing too many 
low-priced refurbished 
machines from their 
rental fleets back into 
the market. This low-
ered the overall price 
level and the profit 
from the core busi-
ness. Many companies 
had no clear strategy 
to balance core, rental 
and refurbished busi-
ness.

It is therefore essen-
tial to have an overall pricing strategy 
that balances the different businesses ac-
cording to the market dynamics without 
damaging the longer term health of the 
company. It is dangerous to optimize one 
business individually as it can endanger 
another. Creating a Pricing Officer func-
tion on a corporate level can ensure con-
sistency on strategy, priorities and overall 
price levels.

3. Price setting: Creating 
a price logic for the core 
business
There is a fundamental need to set up a 
portfolio pricing strategy. This concerns 
pricing your products according to a 
sound price performance ratio (e.g. high, 
medium and low) for different customer 

Machinery for some industries (e.g. pharmaceuti-
cals) has margins that go far beyond others (e.g. 
packaging).
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segments. Experience shows that compa-
nies seldom have a no-frills version and 
tend to offer over-engineered premium 
machines. As a result, high discounts 
are offered which end up ruining price 
levels.

The price / performance of a machine 
must be evaluated against competitor’s 
machines based on the most important 
buying criteria. Some of these are not 
directly linked to the product: Brand 
strength, references and your own fi-
nancial stability can be very important 
for customers and should not be left out 
of the analysis.

For individual machines, modular pric-
ing is often used to set the price accord-
ing to the configuration. This means 
giving the customer options to choose 
different features (100 hp vs. 200 hp 
pump) with their associated price pre-
miums. This has three main advantag-
es; firstly the danger of loosing tenders 
through high initial prices is lowered by 
tiering down to a lower value configu-
ration. You may even be able to up-sell 
later. 

Secondly, if the customer wants a dis-
count you can lower the value of the 
product as well, instead of offering the 
same product at a lower price. Finally, it 
is possible to guide the buyer towards the 
most profitable configuration by smart 
option design.

4. Skillfully optimize ‘After 
Sales and Service’
The challenge here lies in establish-
ing profitable long-term relationships 
with customers without alienating them 
through exaggerated and unstructured 
skimming. This is best dealt with by 
introducing a smart pricing logic to dif-
ferentiate elements based on customer’s 
willingness to pay.

This is especially true for spare parts 
pricing, which has a huge profit potential 
and is best dealt with by creating a dif-
ferentiated margin logic. This should be 
based on the part’s characteristics such as 

uniqueness, substitutability, comparabil-
ity and importance. Self-produced and 
genuine parts (e.g. pumps) should have 
a higher margin than unbranded trade 
parts (e.g. screws). Consumables (e.g. 
cutting knifes in paper machines, oil for 
compressors and paper for printing ap-
plications) should not be priced too ex-
cessively, due to high visibility and con-
sumption rates. 

It is possible to adapt prices to phase out 
product lines by increasing prices or, for 
example, to induce new machine sales in 
the event of a major break-down by in-
creasing the price of critical large spare 
parts (e.g. printing roller).

New kinds of services can also benefit 
both corporate profit and the client. In-
creasingly, companies are initiating re-
mote services initiatives such as monitor-
ing or maintenance for their machines 
(e.g. maintenance of oil pumps by re-
mote access). This has the advantage of 
locking the customer into a profitable 
long-term contract but also increases the 
customer’s productivity. Take into ac-
count the customer’s savings (e.g. less 
staff needed) when pricing the service.

5. Discount behavior, 
incentive systems and 
value-based argumentation 
to steer sales force
Whilst analyzing discounts patterns, 
room for improvement if often identified. 
In many cases discounts are exactly at the 
maximum approval levels, in other cases 
they are given in large increments (e.g. 
5%-points). The result in both cases is 
wasted profit. The sales force should fight 
for each fraction of percent discount. Val-
ue-based argumentation and optimized 
incentive schemes will support sales in 
accomplishing a better price quality.

If sales people are required to follow 
a specific behavior pattern then they 
should be rewarded for this. This may 
sound easy, but most companies fail to 
implement a smart incentive system. 

Experience has shown that most incen-

tive systems tend to be revenue based 
without due consideration of price/
profit.

Providing sales people with tools and 
resources to make full use of value-
based argumentation is essential to sup-
port any implementation of advanced 
pricing levers. This will enable the com-
munication of the maximum value to 
customers resulting in extraction of the 
highest price possible. 

In future sales must base its argumenta-
tion on those criteria in which your prod-
ucts excel and you must also be aware of 
your weaknesses and the corresponding 
counter-argumentation. Generally sales 
material should be carefully tailored to 
suit different types of roles involved in 
buying decisions. Whereas a ‘financial 
buyer’ (e.g. CFO) is interested in license 
options, the ‘technical buyer’ (Director of 
Operations) will be more concerned with 
down-times.

Conclusion
There are various ways to improve ma-
chinery pricing and different levers will 
have different impact depending on the 
overall corporate situation. However it 
is vital to understand the interdepen-
dencies of pricing between core and af-
ter sales businesses. Expect a steady mi-
gration towards to price models based on 
renting and leasing machines. Premium 
services such as remote maintenance and 
consulting will also gain in popularity. 

The danger of low-cost Asian competi-
tors is increasing as these not only gain 
large market shares in their home coun-
tries but set first steps into second world 
countries such as eastern Europe with in-
credibly low prices and acceptable quali-
ty. It is important to be bold and creative 
regarding product and pricing strategies. 
Support implementation and combat 
unprofitable discount behavior by suffi-
ciently preparing (value-based argumen-
tation) and steering (advanced incentive 
system) the sales team.
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There has never been such a 
strong focus on pricing as we 
are currently experiencing. 
It was already an expanding 

discipline, but with the economy now 
in the dumps, it is attracting even more 
attention.

There is good reason for that. During 
normal economic times, a 1% pricing 
improvement typically delivers about a 
12.5% improvement in profit, but that 
assumes you are making a bottom line 
profit of 8% (profit/sales). 

However, during a recession, the pricing 
improvement can jump to 20 to 25% or 
more, if your profit drops to 4% or 5% 
of sales, as it has on average for compa-
nies during the recessions in the early 
‘90s and earlier this decade.

Now, more than ever, companies must 
manage pricing prudently and effective-
ly. To help them do so, many new tools 
have emerged. Companies are develop-
ing their own sophisticated pricing tools 
and some of the software firms are de-
veloping “on demand” versions of their 
software that are affordable for smaller 
companies

Another important pricing enabler is 
market research. By combining the ap-
propriate research method with technol-
ogy, statistics, and economics, companies 
can do something that has historically 
never been possible—create powerful 
price/volume forecasting models.

There is a catch though, as using the 
research method does not guarantee 
the accuracy of the model. In other 
words, just because you have a golf 
club, it doesn’t make you a PGA profes-
sional. With pricing models, as in golf, 
it doesn’t take much to land “out of 
bounds.”

A case in point: The following chart 

shows the impact of raising the price of 
a product 10% when the price elasticity 
is assumed to be either -0.8, -1.0 or -1.2. 
[Price elasticity is a ratio of the percent 
change in volume divided by the percent 
change in price.] The effect on the bot-
tom line is dramatic, ranging anywhere 
from a modest 4% increase to a substan-
tial gain of +36%. Like golf, being just a 
little off can make a big difference to the 
outcome.

But do these erratic results mean that 
pricing research is a fool’s game that can 
never be accurate? On the contrary, ex-
perience has shown that conducting pric-
ing research is an excellent idea 90% of 
the time. In the other 10% of cases, the 
product or buying process is so complex 
that it renders traditional quantitative 
methods ineffective.

There is plenty of evidence to prove that 
pricing research can be highly accurate 
when designed and managed well.

For example, one CPG company execut-
ed a pricing research study and used the 

Scoring Birdies Instead of Bogies:  
Generate a Positive ROI from Pricing Research

The recent, unprecedented economic 

challenges have increased the global 

focus on pricing to new levels. Using 

the right tools and research methods, 

pricers can take advantage of pricing’s 

growing status and the opportunities it 

provides, as the authors explain. This 

article was first published in Canada’s 

leading Market Research magazine, 

VUE. Paul Hunt is President, Pricing 

Solutions Ltd. Greg Thomas is Lead-

er, Pricing Research Practice at Pric-

ing Solutions Ltd. They can both be 

reached at http://pricingsolutions.com. 
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data to influence the retail channel to 
adjust prices. One of the retailers did not 
believe the results, and ran a six-month 
in-store test in 100 U.S. stores to “prove” 
that the research results were incorrect. 
Instead, the test validated the research 
results completely and unequivocally.

Why is pricing so sensitive? How does it 
differ from other methods of research? 
The key difference is that pricing re-
search reverses the goals of traditional 
research. Most market research focuses 
on identifying what the customer wants 
(e.g., new product development), how he 
or she buys (U&A), or how satisfied he 
or she is (Customer Satisfaction). 

Pricing, on the other hand, focuses on 
how much the customer will give. Cus-
tomers are happy to tell you what they 
want, but they typically don’t want to 
tell you what they are willing to pay. 
That is why direct questioning is so inef-
fective in the area of pricing.

Therefore, try to live by different design 
rules. Here are two of the most impor-
tant ones:

1. Select the correct pricing research 
tool. For example, one study of a liqueur 
showed high elasticity. However, the 
company had powerful historic evidence 
to suggest that consumers were price-in-
sensitive. It turned out that the research 
was incorrect. 

The study had used BPTO (Brand Price 
Tradeoff Analysis), a method that asks 

respondents to indicate their commit-
ment to a product as the price is steadily 
increased. Consumers quickly figured 
out that showing a low level of commit-
ment would probably get them lower 
prices for their favorite liqueur, and so 
they overstated their price sensitivity.

There are many different approaches to 
pricing research, and many of them are 
ineffective. The following Table summa-
rizes “The Good, the Bad, and the Ugly” 

when it comes to collecting data.

2. Only do quantitative pricing re-
search when you can effectively re-cre-
ate the buying experience/process. The 
design must be realistic and consistent 
with the buyer’s actual buying pro-
cess. If you ask someone to engage in a 
simulated purchasing exercise and you 
don’t re-create the experience to actual-
ly reflect how he or she buys, then you 
can almost be certain that the results 
will be misleading. 

For example, a recently conducted re-
search survey in the denim industry 
revealed that an online study would not 
work because, to fully understand the 
product’s value, people had to touch and 
feel the product, and even try it on if 
they wanted to. 

However, in other consumer categories, 
touch and feel are less important. Take, 
for example, credit-card selection. Brand, 
rewards, security, interest rate, etc., are 
all attributes that can be effectively as-
sessed over the Web.

Figure 1: Impact of Incorrect Price Elasticity

Figure 2

Figure 2: The Good, The Bad and The Ugly

The Good The Bad The Ugly

Discrete Choice

Multivariate 
Regression 
Analysis

In-Market Tests

Price Value 
Mapping

Monadic Testing

Defection 
Analysis

Financial Value 
Measurement

STEP

Van Westendorp 
(Price Sensitivity 
Meter)

Price Laddering

Full Profile 
Conjoint 
Analysis  
(rating & sorting)

Direct 
Questioning

Brand Price 
Tradeoff 
Analysis (BPTO)
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Assuming the research can be designed 
in a way that is likely to yield accurate 
results, the next step is to ensure that it 
has, in fact, done so. That’s why qual-
ity assurance is critical with pricing 
research.

How do you know if you have a predic-
tive model? You can never be 100% sure 
until you have actually tested it in the 
marketplace, but there are a number of 
ways in which you can reduce the risk of 
the model being inaccurate. 

One of the specific QA techniques we 
have developed measures the actual con-
sumer choice share versus the predicted 
share. This process can reveal significant 
gaps between the model and the choices 
made by consum-
ers. Often, the gaps 
are caused by a prod-
uct crossing pricing 
thresholds where a 
“tipping point” in 
consumer demand 
has occurred. Mod-
els do not necessarily 
capture consumers’ 
irrational behavior, 
but this insight can 
be critical to the cli-
ent’s pricing decision.

The final, and most 
important, step is to 
ensure the research 
makes an impact. 
Too often, pricing re-
search is relegated to 
the marketing team 
and does not make it 
out to the sales team, 
or the organization 
does not have the 
pricing management 
processes required to 
ensure the successful 
execution of a new 

pricing strategy.

Not getting sales teams involved is a mis-
take. The sales force has to communicate 
the price/value proposition of the com-
pany, and sharing the pricing research 
with them is a critical step in building 
their confidence in the overall pricing 
strategy.

If a company does not have its inter-
nal pricing management processes (i.e., 
price change execution, discounting, 
and trade spend management) in or-
der, it will have only a limited ability 
to successfully apply and leverage the 
consumer insight provided by the pric-
ing research. This is the case for approxi-
mately 70% of companies (see World 

Class PricingTM Process Maturity Ta-
ble below). To generate a positive ROI 
from pricing research, a company really 
should be operating at Level 3 on the 
World Class PricingTM Process Matu-
rity scale.

Firms that are world-class pricers involve 
the sales, finance, research, marketing, 
and, more and more, the internal pricing 
teams in the development and applica-
tion of pricing research.

While there are risks in doing pricing 
research, companies who use the appro-
priate methods and tools, and get the 
different functional areas—especially 
sales—engaged will score birdies instead 
of bogies.
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In 1738 a Dutch-Swiss Mathemati-
cian name Bernoulli developed the 
formulas that helped define fluid me-
chanics and ultimately prove that air 

flight was possible. But it took another 165 
years for the technology to evolve to the 
point of practicality, not to mention the 
hard work of the Wright Brothers to make 
it a reality. In a similar sense, the theory 
behind concepts such as value based pric-
ing and advanced pricing segmentation 
have also been around 
for the past few decades, 
but with very few practi-
cal examples. But just as 
smaller and lighter inter-
nal combustion engines 
(not to mention good wing 
design) made flight pos-
sible – more robust pric-
ing technology solutions 
are enabling the advanced 
segmentation through bet-
ter administration and ex-
ecution of pricing actions. 
This article serves to walk 
readers through the his-
toric evolution of pricing 
segmentation and discuss 

how emerging technologies are now en-
abling breakthroughs in this field in actual 
practice.

The Theory
The pricing segmentation world began 
with the theory defined several decades 
ago by many leading pricing experts, in-
cluding consulting firms such as McKin-
sey & Co. Shown below in Figure 1, the 
reasoning for advanced segmentation – 
or really pricing differentiation, began on 
the premise that you could gain higher 
prices for some customers. As differentia-
tion increases, the concave pricing value 
curve (labeled “P” and depicted in green) 
flattens as you eventually asymptote into 
a finite amount of customers.

Correspondingly, costs are incurred 
in administering this pricing differen-
tiation, and eventually the convex cost 
curve (labeled “C” and depicted in red) 
overtakes the value created through dif-
ferentiation if pricing variety becomes 
too complex. When you layer the two 
curves together to calculate the value 
(Price – Cost) you establish Figure 2 - 
The optimal theoretical curve.

Based on this theoretical curve, the 
recommendation is to balance the price 
differentiation vs. the administrative 
costs associated with managing the 
price complexity – normally somewhere 

in the middle along the value bellcurve.

The Reality
Unfortunately, the reality of pricing dif-
ferentiation has diverged from the theory 
when applied in practice. Companies 
that have pursued this course of price 
differentiation have generally experi-
enced price, cost and value curves more 
in line with Figures 3 & 4. In the real 
world, price capture via differentiation 
is very difficult beyond the most rudi-
mentary segmentation strategies (i.e., 
Regional or Channel Pricing) as it be-
comes more challenging to manage and 
administer this exponentially increasing 
level of complexity through the gaunt-
let of pricing administration and execu-
tion at the Customer (Sales) level.

With increasing levels of complexity, the 
strategy often gets lost in execution and 
ends up as “price differentiation for differ-
entiations sake” as Sales takes the oppor-
tunity of price variation to set the price at 
levels that prevent them from losing any 
deals, regardless of immediate profit im-
pact or long term effects – hence a quickly 
flattening price curve. In some cases, lack 
of controls can actually enable Sales to in-
discriminately apply price differentiation, 
which can quickly lead to pricing chaos 
and a price curve that actually decreases. 
On the other side, the cost curve in reality 
is much steeper as legacy systems were de-

The Age of Price Segmentation Has Arrived
Advances in pricing technology is mak-
ing the application of foundational 
pricing theories, such as value based 
pricing and price segmentation, more 
accessible and profitable for companies 
in multiple industries. In this article, 
the author explores the history of price 
segmentation and explains how tech-
nology is enabling the utilization of 
advanced segmentation, even in compa-
nies with commodity products or prod-
ucts with multiple price points. Author 
Adam Corsi has been involved in pric-
ing for more than twelve years and is 
currently a Business Consultant with 
Vendavo. He can be reached at acorsi@
vendavo.com. 
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signed to meet the requirements of much 
simpler environments (think List Price 
with multipliers). As organizations have 
layered Excel spreadsheets upon spread-
sheets to try to manage this complexity, it 
creates resource costs in both headcount 
& inefficiencies – not to mention invoice 
inaccuracies.

Unfortunately, combining these two 
curves explains why most companies today 
have not been successful with advanced 
pricing segmentation or value based pric-
ing. Figure 4 demonstrates why most com-
panies have retreated from more complex 
segmentation strategies, ultimately set-
tling on only the most basic strategies. The 
harsh reality up until this point is that 
the technical infrastructure to implement 
advanced segmentation strategies through 
both pricing administra-
tion and sales execution 
has simply not existed.

The Future is 
Here Today
Just as Orville and Wil-
bur’s practical and scien-
tific approach eventually 
enabled the transforma-
tion from Bernoulli’s 
theory to reality, techni-
cal developments in en-
terprise pricing solutions 
have not only enabled the 
reality of advanced pric-
ing segmentation, but 
have actually increased 
the potential opportunity.

First, as Figure 5 demon-
strates, pricing is enabled 
to mirror the theoretic 
curve by addressing two 
of the greatest barriers – 
administration and execu-
tion of differentiated pric-
ing. Recent advancements 
in enterprise pricing solu-
tions enable stronger set-
ting and management of 
target prices and thresh-
olds throughout admin-
istration and execution 
of prices for detailed seg-
ments – ultimately clos-

ing the communication gap from strategy 
through technical administration to the 
Sales organization. As clear pricing tar-
gets can now be communicated to Sales 
as they are creating customer pricing, 
they have greater visibility and aware-
ness of pricing expectations as well as ap-
proval thresholds based on their pricing 
relative to these targets. As Sales begins 
grasping these concepts and begins being 
evaluated in their performance relative to 
their pricing targets, you immediately see 
the integration and power associated with 
segmentation and value based pricing.

Second, as enterprise pricing solutions 
eliminate the need for cumbersome pro-
cesses and disconnected spreadsheets, 
the cost curve (Labeled C’’ in Fig 5) es-
sentially becomes flat based on the fixed 

cost of the enabling technology. Com-
bining these yields the value curve in 
Figure 6, demonstrates that not only is 
advanced pricing segmentation and value 
based pricing now fully enabled, but ac-
tually exceeds the theoretical value of a 
bell curve as costs have been reduced.

Conclusion
The evolution highlighted in this article 
is why cutting edge companies are now 
able to manage thousands of price points 
for one product – enabling greater prof-
itability capture than ever before. And 
even companies with products that many 
consider commodities, such as chemical 
companies, are now able to establish dif-
ferentiated price segmentation strategies 
across a wide dimension of attributes and 
maximize profits. 


Unfortunately, the reality of pricing differentiation has diverged from the theory when applied in 

practice.  Companies that have pursued this course of price differentiation have generally 

experienced price, cost and value curves more in line with Figures 3 & 4.  In the real world, price 

capture via differentiation is very difficult beyond the most rudimentary segmentation strategies 

(i.e., Regional or Channel Pricing) as it becomes more challenging to manage and administer this 

exponentially increasing level of complexity through the gauntlet of pricing administration and 

execution at the Customer (Sales) level. 

     

With increasing levels of complexity, the strategy often gets lost in execution and ends up as 

“price differentiation for differentiations sake” as Sales takes the opportunity of price variation to 

set the price at levels that prevent them from losing any deals, regardless of immediate profit 

impact  or long term effects – hence a quickly flattening price curve.  In some cases, lack of 

controls can actually enable Sales to indiscriminately apply price differentiation, which can 

quickly lead to pricing chaos and a price curve that actually decreases.  On the other side, the 

cost curve in reality is much steeper as legacy systems were designed to meet the requirements of 

much simpler environments (think List Price with multipliers).  As organizations have layered 

Excel spreadsheets upon spreadsheets to try to manage this complexity, it creates resource costs 

in both headcount & inefficiencies – not to mention invoice inaccuracies.  

Unfortunately, combining these two curves explains why most companies today have not been 

successful with advanced pricing segmentation or value based pricing.  Figure 4 demonstrates 

why most companies have retreated from more complex segmentation strategies, ultimately 

settling on only the most basic strategies.  The harsh reality up until this point is that the 

technical infrastructure to implement advanced segmentation strategies through both pricing 

administration and sales execution has simply not existed.       

         

In Reality, costs tend to ramp up faster with increased pricing complexity and lack of integration 

through administration and execution lead to less value capture through differentiation.  
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Just as Orville and Wilbur’s practical and scientific approach eventually enabled the 

transformation from Bernoulli’s theory to reality, technical developments in enterprise pricing 

solutions have not only enabled the reality of advanced pricing segmentation, but have actually 

increased the potential opportunity.      

First, as Figure 5 demonstrates, pricing is enabled to mirror the theoretic curve by addressing two 

of the greatest barriers – administration and execution of differentiated pricing.  Recent 

advancements in enterprise pricing solutions enable stronger setting and management of target 

prices and thresholds throughout administration and execution of prices for detailed segments – 

ultimately closing the communication gap from strategy through technical administration to the 

Sales organization.  As clear pricing targets can now be communicated to Sales as they are 

creating customer pricing, they have greater visibility and awareness of pricing expectations as 

well as approval thresholds based on their pricing relative to these targets.  As Sales begins 

grasping these concepts and begins being evaluated in their performance relative to their pricing 

targets, you immediately see the integration and power associated with segmentation and value 

based pricing.       

Second, as enterprise pricing solutions eliminate the need for cumbersome processes and 

disconnected spreadsheets, the cost curve (Labeled C’’ in Fig 5) essentially becomes flat based 

on the fixed cost of the enabling technology.  Combining these yields the value curve in Figure 

6, demonstrates that not only is advanced pricing segmentation and value based pricing now 

fully enabled, but actually exceeds the theoretical value of a bell curve as costs have been 

reduced.      

   

Enterprise pricing systems now enable a fixed cost structure to administer and execute increased 

Pricing segmentation models - thus transforming the value curve to even greater levels.    


The evolution highlighted in this article is why cutting edge companies are now able to manage 

thousands of price points for one product – enabling greater profitability capture than ever 

before.  And even companies with products that many consider commodities, such as chemical 
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