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Value-Based Pricing
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| am here on a mission to align pricing with customer needs

Experience Countries Degrees

I

| |
' ‘L‘ll"

|

‘l
|H
|||.'|||

il
i

= l =
Linked[f] Indrajit Sahoo

Top management voice & Top
1% Sales professional in
healthcare industry

il

|

Indrajit Sahoo


https://www.linkedin.com/in/indrajitsahoo?lipi=urn%3Ali%3Apage%3Ad_flagship3_profile_view_base_contact_details%3B2PtBxnX%2BS0iGeNfMBf34Nw%3D%3D
http://www.linkedin.com/in/indrajitsahoo
https://www.linkedin.com/in/indrajitsahoo?lipi=urn%3Ali%3Apage%3Ad_flagship3_profile_view_base_contact_details%3B2PtBxnX%2BS0iGeNfMBf34Nw%3D%3D

Importance of Pricing Strategy & Future Growth

Pricing Volume-Value-Margin Trade Off
Price=180€

Price=100€ Price=90€

Scenario 1 Scenario 2 Scenario 3

= Cost === Margin =*=Margin %

Profit= 1*20€=20€ Profit = 1*10€ =10 € Profit= 2*10€ = 20€
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Be a Pain Killer in Pricing, not a Vitamin

Access
Solution Articulate benefits related to price

rather than focusing on cost plus or

Provide relevant information and
maintain education dialogue than

,\ competitor pricing one-way push communications
Product

N -

Vv’

Price Promotion
Design offerings needs to solve customer ) Allow customers to purchase when )
problems. Not by technology, y and where in stead of static y
functionality and features. Value distribution Education

Indrajit Sahoo



Strategic pricing Is setting product's price based on the
product's value to the customer, or on competitive strategy

1. Value creator I I 2.Value communicator

* Prices are easy to communicate and

: creates customers’ value perception
» Directly captures customer value

and turns that value into shareholder
value (revenue & market)

= People often make purchasing decisions
based more on psychology than on logic

» Positive co-relation between prices and
consumer buying behavior

» Helps to mitigate revenue leaks
internally and external touch points

= 1% price improvement results in an
11.1% increase in operating profit”

3. Competitive tool
= 10% price discount requires 100% I P

of sales volume appreciation to

product, acceptability of the product to
the customers and return and profitability
from the product

= A tool to react and induce drastic market
reactions

*https://hbr.org/1992/09/managing-price-gaining-profit
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Price Follows Value: Redefining Customer Satisfaction

A shift of mindset and culture Cost Driven \
= -
Cost based pricing

Product Cost Price Value Customers

potential
gain

Customer’
Gain Total Value created

Value based pricing !

Customers Value Price Cost Solution Value captured with

\ Cost cost-based price

Total Value created
through value based
pricing
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Approach: Value based Pricing Strategy
It’s all about connecting the dots, orchestration and alignment

* Customer experience on value
Value Selling * Tracking KPIs

? * Product rollout follow-up

e

* Market Trends & Sizing— TAM, SAM, SOM

* Competitive Landscape and analysis

* Customer research & segmentation
Understand the market frends ° Identify & prioritize target customers

* Customer pain points and feedback
* Customer perception on solutions

* Customer benefits on solution

* Differentiated value proposition

and competition

Coordination of sales channels
Demo and value training plan
Customer climbing Ladder
Incentive schemes

After-Sales value

tracker

Understand the custok
perception on solutions \// * Portfolio price setting

Interview Internal stakeholders to identify values * Commercial terms review

« Define Value Based pricing project charter with a Opfimize Cost-Price-Value ° Quantify value drivers
* Determine WTP for es
e growth

clear product scope Impact (As-Is vs To-Be)
* Resource allocation and risk management
* Value identifier hypothesis and timeline
Create a baseline analysis

Continuous
Improvement

Co-create value vectors

together with countries & HQ
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Pricing @ Portfolio Optimization : A step towards simplification
How to balance between Value perception of customers and organization

Strategic Portfolio Pricing Management

Low profit New products

Higher
Lower High growth Strategic products J

Incentive incentive

Dominant market position Repositioning

Phase-out High market potential
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Customer Value Mapping

5 Company Value
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Note: lllustration purpose only
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Solution segmentation based on the price radar ladder
position can provide a strong structure for performance

@ HIGH DISCOUNT MID DISCOUNT

Super
Premium

Premium 1 15 7 5 5 1 0 @
|| NO DISCOUNT

1 12 10 4 1 1 1
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Core 1 2 1 3 0 2 0
Fighting
Brand 0 1 0 1 2 0 1

Note: lllustration purpose only
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Strategic Pricing Framework

Start your journey with a structured approach

Pricing Agenda

Visibly connect strateqy and plans to pricing
Key operational practices documented
Top pain-points and opportunities scheduled

Sets pricing goals & priorities for

country (Consultative Engagement)

Portfolio Pricing Commercial Terms Strategy Pricing Execution
Sets Product Manages channel incentives Executes, manages exceptions
Gate target, List and floor Net to drive desired performance and monitors
price
* Think like a customer: Gate Price » Segment customers to align terms * Clear standards, guardrail &
anchor with ability and willingness to support exception management
organizational goals - : :
* Responsive, market driven generic « Efficient, consistent, quality
pricing * Increased emphasis on drivers-of- pricing execution
and pay-for-performance .
* Extract value from products * Key metrics
consistently * Manage price dispersion between consistently tracked

and within segments

* Ensure effective seasonal offers
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Value Streams of Pricing Strategy

Innovate with Confidence, Price with Purpose: Your Journey and Your Priority

Set goals

Loyalty
management

Set priorities

Set pricing
principles

Pricing Agenda

Q Heavy touch point
@ Medium touch point
@ Light touch point

Note: lllustration purpose only

Manage Manage
channel consumer
incentives incentives

—

Portfolio Commercial » Campaign
Pricing Strategy / MGMT

Set product .'
global gate Identity MD

target MGMT

Set product .'
list price Material

Master MGMT

Licensing and‘
Royalty
Price and .

Rebate setup

Set product
floor net price

—
Management
reporting

KPI regorting

Price waterfall

Exceptions
IR

;e

AReporting
/

Exception ‘

it / Debi
Govermnance Credit / Debit

Automatic

pricing

Manual price

adjustments J

Payment
terms

Sales Order
pricing

Rebate

Memo settlement

¢

Solution
pricing

management

Service pricing
Delivery

Bill /invoice

Accruals
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Price is what you pay, Value is what you get.

— Warren Buffett
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