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Pricing is a significant lever that 
directly impacts a company’s rev-
enue, profitability and customer 
relationships. Companies of all 

sizes are beginning to understand the 
power of pricing. There is an effort from 
industry leaders to invest in building a 

pricing team, setting up formal pricing 
process checks and investing in technol-
ogy that support effective pricing. The 
growing global interest in pricing strat-
egy has led to a noticeable increase in the 
ranks of chief pricing officers and a surge 
in the use of price optimization technol-
ogy. 

If you prod a little, though, you find that 
the pricing capabilities at most compa-
nies lack potency. Despite pockets of 
analytical expertise in pricing, in many 
cases the insights gained by existing 
internal technology systems and data 
collection processes do not convince 
or even reach pricing decision makers, 
pointing to serious issues in the over-
all pricing infrastructure. All too often, 
time is invested in searching for the right 
data and fetching it, instead of spend-
ing time to analyze the same. Increasing 
awareness of this problem is resulting in 
a growing demand for a best-fit solution 
that can solve the complex pricing prob-
lems in a firm. 

Organizations today have myriad tech-
nologies (ERP, SCM, CRM, etc.) imple-
mented with data residing in multiple 
locations. Information on product, avail-
ability, customer, etc., can potentially 
and powerfully influence your pric-

ing decisions if brought together and 
analyzed effectively. Figure 1 shows the 
stakeholders, enablers and influencers for 
pricing decisions.

After carrying out a thorough analysis 
of current pricing strategy, process, tech-
nology and organizational strength, it is 
natural for a company to carefully as-
sess their situation and look for a solu-
tion to solve organization-wide issues in 
the pricing process. Companies need to 
follow a structured methodology to de-
velop optimal solutions and achieve the 
organization’s pricing goals. Analyzing 
the combination of internal processes 
and technological competency brings 
to light opportunities for improvement. 
This article focuses on the issue from an 
IT solution perspective. 

Pricing tools cannot operate in isolation 
and have to integrate with the current IT 
landscape of the organization. Pricing 
decision in an enterprise is a collabora-
tive effort between the different entities, 
systems and factors that influence the 
decision. 

With a multitude of stakeholders - mar-
keting, operations, sales and finance, 
looking at pricing from their own van-
tage points, it is imperative that a system 
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Pricing is a significant lever that directly impacts a company’s revenue, profitability and customer 
relationships. Companies of all sizes are beginning to understand the power of pricing. There is an 
effort from industry leaders to invest in building a pricing team, setting up formal pricing process 
checks and investing in technology that support effective pricing. The growing global interest in 
pricing strategy has led to a noticeable increase in the ranks of chief pricing officers and a surge 
in the use of price optimization technology.  

If you prod a little, though, you find that the pricing capabilities at most companies lack potency. 
Despite pockets of analytical expertise in pricing, in many cases the insights gained by existing 
internal technology systems and data collection processes do not convince or even reach pricing 
decision makers, pointing to serious issues in the overall pricing infrastructure. All too often, time 
is invested in searching for the right data and fetching it, instead of spending time to analyze the 
same. Increasing awareness of this problem is resulting in a growing demand for a best-fit solution 
that can solve the complex pricing problems in a firm. Organizations today have myriad 
technologies (ERP, SCM, CRM, etc.) implemented with data residing in multiple locations. 
Information on product, availability, customer, etc., can potentially and powerfully influence 
your pricing decisions if brought together and analyzed effectively. Figure 1 shows the 
stakeholders, enablers and influencers for pricing decisions. 

After carrying out a thorough analysis of current pricing strategy, process, technology and 
organizational strength, it is natural for a company to carefully assess their situation and look for 
a solution to solve organization-wide issues in the pricing process. Companies need to follow a 
structured methodology to develop optimal solutions and achieve the organization’s pricing goals. 
Analyzing the combination of internal processes and technological competency brings to light 
opportunities for improvement. This article focuses on the issue from an IT solution perspective.  

Pricing tools cannot operate in isolation and have to integrate with the current IT landscape of 
the organization. Pricing decision in an enterprise is a collaborative effort between the different 
entities, systems and factors that influence the decision.  

Fig 1 - Source: L&T Infotech 

Figure 1
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Carefully assess current 
process and system 
landscape to identify 
needed improvements in 
process and technology.

is built keeping in mind the viewpoints 
and needs of all key stakeholders. The 
stakeholders themselves could be using 
existing systems that store relevant data. 

The finance department is often consid-
ered to be the guardian of profitability. 
They are the ones who actively manage 
profitability as a performance metric and 
keep a close eye on revenue leakage and 
margin loss. The marketing folks orga-
nize pricing globally across channels and 
look at increasing revenue through cross-
sell and up-selling. They look at tracking 
the profitability of each product, chan-
nel, customer or customer segment. The 
sales organization typically wants re-
peatable and higher priced deal closure 
while keeping a close watch on the time 
gap between the RFP response and clos-
ing the sale. They would certainly ben-
efit from good quality quotes and with 
quantified messages about the differenti-
ated value. Operations looks at reducing 
costs and increase quality while tackling 
rising input costs and changes in regula-
tory compliance. 

Data integration with some of the criti-
cal systems in current use is the key here. 
Integration may take place between sys-
tems as diverse as Customer Relation-
ship Management (CRM), Enterprise 
Resource Planning (ERP), Supply Chain 
Management (SCM) and/or Business In-
telligence (BI). Pricing decisions are also 
influenced by the business model, cus-
tomer base the company is targeting, the 
competitive environment and the prod-
uct positioning.

When it comes to effective IT/pricing 
integration, different organizations op-
erate in varying state of maturity. They 
could be operating across a fragmented 
landscape primarily through email, Ex-
cel spreadsheets and mainframe, etc. 
Some companies have invested in de-
veloping their own proprietary tool to 
manage their pricing process and data or 
attempted to manage pricing within the 
resident ERP. These systems have limited 
capability and the companies are con-
straint by the limited features. 

While there are pros and cons to using 

each of the above approaches, these strat-
egies cannot be standardized across all 
departments in a company. As soon as a 
company embarks on a pricing journey 
to streamline and fine-tune the strate-
gies across multiple product lines or ge-
ographies, these approaches becomes far 
too limiting in their ability to serve as an 
organization-wide platform for analysis. 

Some of the reasons to consider a best in 
class pricing software are listed below:
t Multiple data sources and systems 
t Lack of access to data/analytics to sup-

port exception decisions
t Constraint ability to collect & analyze 

key data supporting price decisions
t Complexity in current business environ-

ment:
•	 Multiple SKU, complex product 

structure and variants
•	 Complex & inconsistent product 

hierarchy
•	 Diverse customers with across mul-

tiple territories
•	 Industry regulations necessitates 

multiple pricing types 
•	 Complex contract types 

At the end of the day, the pricing and IT 
systems need to be able to address these 
top issues:
t Need for simplicity and an integrated 

environment
t Difficultly in executing and monitoring 

pricing strategy 
t Contextual price setting and optimiza-

tion 
t Inability to tap revenue leakage from 

Quote-to-Billing process
t Longer quote turnaround time owing 

to ‘system hopping’

On their own, ERP systems are effective 
in capturing and processing transactions, 
but may not provide the best-in-class 
environment for analyzing pricing effec-
tiveness. Also, an improvement in pric-
ing and revenue optimization is being 
looked upon as a way by which compa-
nies can generate positive returns for the 
investments made in the CRM initiative. 
CRM by itself serves the purposes of in-
creasing customer retention, responding 
to competitive pressures and improving 
service to customers. However, in order 

to handle complex deal optimization 
scenarios, manage complex customer 
segmentation, etc. you need a special-
ized tool to deliver results and positively 
impact your decision making capability. 
Thus, Price and Revenue Management 
systems would act as a link with afore-
mentioned systems to maximize benefits 
out of them and contribute to the bot-
tom-line of an organization.

Given how complex the IT set-up is in 
most organizations, in order to gain 
a pricing advantage, a scientific and 
structured methodology needs to be 
followed in order to identify the best-fit 
solution. During the process, establish 
the core business objectives and facilitate 
prioritization of the same. Then, follow 
up by putting a phased implementation 
plan in place to achieve the pricing goals 
and seeking senior management buy-in 
and participation. 

There are three phases that we recom-
mend in the pricing journey:

t Discovery: Carefully assess current 
process and system landscape to iden-
tify needed improvements in process and 
technology;

t Evaluation: Meticulously evaluate 
the best-fit vendor tool or identify the 
improvements required in an existing 
system which can deliver the maximum 
benefit; and finally,

t Implementation: Integrate the solu-
tion to realize pricing goals.

An organization-wide discovery exercise 
can quickly bring to light some of the 
improvement opportunities and high-
lights pressing business needs. This list 



 PRICING ADVISORThe

www.pr ic ingsociety.comA Professional  Pr ic ing Society Publ icat ion

3535 Roswell Road, Suite 59 
Marietta, GA 30062 
770-509-9933

6 June 2011

can then to fine tuned according to the 
phased approach to be adopted to ensure 
there is better alignment between what is 
expected from the solution and the sys-
tem readiness while also ensuring that 
the overall goals of the pricing program 
are being met. 

The Evaluation phase looks at various 
options available in front of businesses 
to tackle some of the tactical and stra-
tegic problems related to price and rev-
enue management. The solution could be 
to implement a best-fit tool, customize 
the existing system or re-engineer some 
of the key business processes. Based on 
unique business environments and com-

pany needs, solutions are logically de-
rived after taking into account all the 
relevant aspects.

There are a sizable number of vendors 
in the market that offer price optimiza-
tion and management solutions. For a 
company seeking to adopt a new vendor 
tool, it is essential to identify the right 
vendors, screen them on requirements, 
measure their experience in similar situ-
ations and ensure that their solutions 
cover industry best practices. Each prod-
uct vendor comes with their own special-
ization to address specific business areas 
and industry segments. It is important to 
engage each in a structured manner to 
provide a platform for appropriate tool 
selection from both a functional and 
technical perspective. 

The following are the three steps for the 
evaluation process (Figure 2):

1) Requirement Assessment: 

t The assessment commences after de-
tailed interaction with stakeholders pres-
ent in different organizational functions 
like finance, operation, marketing and 
sales provide an understanding of the 
company’s requirements for a new pric-
ing tool. In order to implement strate-
gic pricing initiatives it is important to 
change the narrow functional view on 
pricing subject. 

t Using this understanding of the orga-

nizational pricing requirements as a base-
line, a gap analysis of current processes 
and systems should be carried out.

t This analysis helps in making the 
choice between going for an off-the-shelf 
system and improvising the current sys-
tem.

2) Solution identification:

Having conducted the requirement as-
sessment stage, companies will decide 
between procuring a new system and im-
proving the current system. 

If a new tool needs to be procured, a few 
important steps need to be implemented;

t Pre-qualify vendors and de-brief se-

lected vendors on requirements

t Specify evaluation topics covering the 
executive, functional and technical per-
spectives of the pricing tool you are look-
ing for

t Hold a workshop with selected ven-
dors and stakeholders to rate each tool 
based on your evaluation points

t Analyze the results and select a solu-
tion

If the decision post requirement assess-
ment stage is to improve the existing sys-
tem, then the gap analysis report should 

be converted into a tech-
nical specification. Essen-
tially, this would outline a 
process for designing new 
features in the system, 
keeping industry best 
practices in mind. Regu-
lar status update meet-
ings with the stakeholders 
would help in keeping the 
alignment intact.

3) Solution approval:

Once an off-the-shelf sys-
tem has been selected or 
in-house system improve-

ment designs are ready, executive level 
review should be completed to bring a 
logical conclusion to the evaluation jour-
ney.

A structured and well defined evalua-
tion process takes emotions out of deci-
sion making and makes the journey well 
guided.

Conclusion
Most organizations today have a complex 
IT landscape. A crucial element in the 
“Pricing Journey” is to make sure any 
changes in the eco-system have minimal 
impact to the day to day operations. 

This requires a thorough knowledge of 
existing systems and the solution to be 
implemented.
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situations and ensure that their solutions cover industry best practices. Each product vendor 
comes with their own specialization to address specific business areas and industry segments. It is 
important to engage each in a structured manner to provide a platform for appropriate tool 
selection from both a functional and technical perspective.  

The following are the three steps for the evaluation process (Figure 2): 

1. Requirement Assessment:  
• The assessment commences after detailed interaction with stakeholders present in 

different organizational functions like finance, operation, marketing and sales provide an 
understanding of the company’s requirements for a new pricing tool. In order to 
implement strategic pricing initiatives it is important to change the narrow functional view 
on pricing subject.  

• Using this understanding of the organizational pricing requirements as a baseline, a gap 
analysis of current processes and systems should be carried out. 

• This analysis helps in making the choice between going for an off-the-shelf system and 
improvising the current system. 

 

2. Solution identification: 

Having conducted the requirement assessment stage, companies will decide between 
procuring a new system and improving the current system.  

If a new tool needs to be procured, a few important steps need to be implemented; 
• Pre-qualify vendors and de-brief selected vendors on requirements 
• Specify evaluation topics covering the executive, functional and technical perspectives of 

the pricing tool you are looking for 
• Hold a workshop with selected vendors and stakeholders to rate each tool based on your 

evaluation points 
• Analyze the results and select a solution 

Fig 2- Source: L&T Infotech 

Figure 2




