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Big Idea #1: Price Is the Most Powerful Profit Lever

1% Improvement in... ...Creates operating
Profits Improvement of:

Fixed Cost

Volume
3.30%

Variable Cost

8%

Price

*Based on average economics of 2,463 companies in Compustat aggregate
Source: The Price Advantage
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Big ldea #2:. Measure the right price

Tech-Craft Gave a Pocket Discount of 39.1% After Waterfall Elements

(100% = Dealer List Price)
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Source: The Price Advantage
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Big ldea #3: Variation without Rationality
Circa 2000-2010
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Customer Annual Revenue

$1,000,000

Typical reaction:

Apply analytics to the problem

Reduce authority levels

Control with organizational structure (centralize)
Apply 6 Sigma



Typical response to big idea #3
Circa 2016
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Pricing Controls at the cost of speed

Pricing usually takes the majority of time in the guoting process
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High Tech Example

Admin SEES

Entry Process Validation Pricing Calc Pricing Approval Quote Publish
Time 1% 4% 24% 4% 63% 4%
Partner
SQ Team
Sales Team
Bid Desk
Local BU
Region BU
WW Pricing : _
Client Request Sales validates Admin Bid Desk Bid Desk manages Admin
submits routedto  requestand  creates  analyzes deal approvals, escalating to emails quote
Request Sales  requests more  deal components regional, country, WW back to
information of and proposes levels as needed partner
client pricing



The New Buyer

Implications for pricing
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Buyer Change #1:. Sales Experience Is the New Key to
Revenue Growth

Sales

Value to Price Experience
Product &
Service
Company &
Brand

Source: [zl CEB



/0% of millennials buyers

are (very) willing to switch vendors
even If they like their solution

If dissatisfied with marketing and sales.

Source: = |DC



Buyer Change #2: Speed Is Increasingly a Competitive
Differentiator

Speed

53%

Easy pyment options

44%
Convenience of @
placing repeat orders % %
o
53% 2504

52% ’
m 38%

Millenials Generation X Baby
Boomers

Source: UPS Industrial Buying Dynamics Study, 2017

Bl Extremely Likely [l Very Likely
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50% of buyers choose the vendor
that responds first.”

INSIDESALES.COM



Example: Faster Quote Turnaround Times Drive Higher
Win-Rates
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High Tech Manufacturing Example
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36.0%
31.9%

27.8%

<4hrs

4.01-8hrs 8.01-16hrs
mm Total Quotes

1

16-24hrs >24hrs
—\Win Rate

60.0%

50.0%

40.0%

30.0%

20.0%

10.0%

0.0%

>40% reduction In
win-rate for quotes
over 24hours
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Unfortunately, most B2B companies are ill-prepared

Agriculture and Construction equipment
40

"Call for price"

< Actual Market price
discount compared to
published price

28.5% 35
30

25

>

15 -

10 -

Published price

Sources: PROS analysis, Ritchie Brothers sales data, Tractor
House, Machinery Trader.com, Ag Dealer.com published listings

>40% 30-40% 20-30% 10-20% 0-10%
’}
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New Pricing
Capabilities
Requlired to WIn
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The Risk to Your Business of Getting Pricing Wrong
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Money left on the table, reduction in win-rate and downward price pressures.

SLOW
Can’t quote quickly, friction
In the approval process

INCONSISTENT
Varied pricing across
customers creating low

price expectations STATIC

Prices can’'t move
with the market

SILOED

Disconnection across
sales channels

IMPERSONAL

Prices not specific to
customers and segments
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| Call to Action

Focus on

il

Embrace Modernize
variable your pricing
pricing organization

Build trust In

speed the Al

I page 17
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Action #2 — Segment your pricing process

Enabling Better Allocation of Deal Review Resources

Large

PARTNER/SALES

Opportunity Size

INSTANT

Small

Low Medium High

Incentive Level

DD
a page 19
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Action #3 - Build trust in the Al

Al-driven Price Guidance over time However, Al captures willingness to pay,
appears to be random and probabilities for getting ancillary
PROS Price Guidance (MARGIN PERCENT) business
PG_MARGIN_PCT Customer 8475
. — \Willingness to pay margin: 10%
' Probability of future ancillary: 7%
0.8 e
Customer 2576
e 0.6 Willingness to pay margin: 0%
0.4 v Probability of future ancillary: 93%
' Y
0.2 Yot y 0.2 A _ A
-0.2 Time 02 Time
= PG_MARGIN_PCT - - -30 Moy. mobile sur pér. (PG_MARGIN_PCT)
’}
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Action #4 - Modernize your pricing organization
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Traditional

Protects pricing/margin

Creates controls to manage,
monitor and execute pricing

Creates pricing models to match
price to value

80% price execution, 20% strategy

Digital Commerce

Enables nimble market pricing
Helps transition to no-touch pricing

Implements repeatable, largely
self-running dynamic pricing model

Continuous ideation and testing of
pricing assumptions and strategy
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PROS Headquarters | Houston, Texas | 3100 Main Street, Suite 900 | Houston, TX 77002, USA | +1-713-335-5105 +1-800-555-3548
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