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Case Study — Pricing Consulting Services

Industry: Cargo Handling

Region: EMEA

The Challenge

A global player in Cargo-handling industry, headquartered in Europe, wanted to introduce a new pricing strategy regarding its
parts business. Up to that moment, the group used to set prices with a “Cost-Plus” method, organizing sporadic market
researches to measure competitors pricing (on just high competitive items) and adjusting just some items accordingly.

Key targets were:

o Improve the price model (from a pure cost-based approach) to a market-based approach
e Improve marginality
e Derive a single list price for all European Countries

Such a player had an existing parts catalogue with more than 168.000 references, for a total turnover of more than 50 Mio €.

The Action

After having assessed the initial situation and explained what would have been the future steps of the project, MarketingPRO
did extensive Gap analysis to improve the following:

1) Price harmonization between price-lists, cross-market:
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PROBLEM

SITUATION

SOLUTION

lized pricing: HQ sets EPP

v

> The result is highly dispersed price HQ to set and enforce EPP as a true

do not enforce market prices.

> Markets define local strategy and price
adjustments on their own, regardless of
other markets’ approach.

levels across subsidiaries.

Incoherent pricing and high risk of
cross-country shopping by international
customers.

v

reference price (recommended retail).
HQ defines rules to steer local price
adaptations: subsidiaries to provide
structured market-specific info to justify
price adjustments.
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2) Price homogeneity within price-lists:

PROBLEM

> Current categories show a low level of

ar products)

ate inconsistent pricing in
Customers’ eyes (and perceptions).

> Anew categorization is now under way.
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SITUATION
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Current product prices do not show
alignment to their underlying Value
Drivers (weight, size, volume, etc...).
Moreover, currently little less than
2.000 items do have a value driver
attached in Syncron system

v

SOLUTION

> Include Value Drivers into price
software in order to allow for better
price setting and price steering

Make sure that product prices do follow
their underlying value logic (to drive
and justify price levels).

v
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3)

Identification of the Minimum Price floor and the recovery in terms of Profit Potential:

PROBLEM

> Purchase (transfer) price to subsidiaries
is calculated as a fix [EPP-55%].

> Markets base their calcs on this price.

v

To ensure that Costs are transferred to

SITUATION
> Actual data shows that around 1,7% of
sold items are priced below this line.

> Furthermore, some items have a
straight [EPP<Cost] situation.

v

SOLUTION

Raise such negafive margins at least to
«price floor level (55% EPP margin).
Profit potential: +515.912 € (based on
FY2017 sales).

4)

Chaotic Discount approach and possible improvements for adopting discount-to-volume policy

PROBLEM

v

Discount policies across markets follow.
very different logic:

v

At the same time, not always are
discounts themselves coherent by
customer groups, at market level.

SITUATION

v

Applying different discount policies to a
highly differentiated starting list prices,
leads to inconsistent price situations.
Final Users in one country may, in
extreme cases, be able to buy befter

v

>
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SOLUTION

Create a coherent “price & discount”
corridor that markets shall apply, when
dealing with local customers.
Exceptions to central rules to be
specifically raised by markets and

than UE dealers in other markets. authorized by HQ only.

The Results

During the assessment phase of the project, some parts were identified which were sold with negative margin; fixing this, the
company could prevent from doing more than 500k € volume with negative margin.

The consulting phase made it clear the necessity to identify significant value drivers to determine the “value” of parts for each
items within Family Codes and Product Categories. Such value drivers were used as a way to calculate an optimal price
curve along which the pricing of the items should have been placed. On top of that, market researches were implemented in
order to capture the precise framework for the industry and adjust the pricing accordingly for the new European Pricelists.
After the implementation of the project, the company registered an increase of 37% of its Gross Margin
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For more details, contact: info@marketingpro.it, asking for service code “PCS”.
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