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Abbreviations, 353-354
Accountability, and solutions providers,
241
Account-specific pricing, 154
Acquisitions and mergers. See Postmerger
pricing
Acronyms, 353-354
Activism in pricing organization, 100-101
Activity-based discounts, 157
Alen Glass Company case, 40-43
Aligning pricing architecture, 252, 254-257
Analysis and exploratory tools, 109-110
Anchor effects, avoiding, 172-174
Annual volume bonuses, 27, 28, 187-188
Antitrust laws. See also European Union (EU)
pricing law; U.S. pricing law
globalization and, 152-153
information sources by country,
342-352
postmerger pricing and, 130-131
Architecture of pricing. See Pricing archirecture
Asymmetrical price transparency, 9
Attorneys, working with, 162-1¢4

Benefit-bracketed customers..47
Benefits:
customer sensitivity to,. 15
quantifying, 235
researching, 234
soft, 68
software and information products,
252-254, 255
solutions, 242-243
types of, 51
value and, 144
in value maps, 46-47, 48-55
value profiling and, 69, 71
Booming markets, pricing change in,
275-276
Bundler role of suppliers, 192, 193-194
Bundling products, 155, 253-254
Business-to-business companies and price
pressure, 89
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Career paths for employees of pricing
organizations, 103
Carrying costs, 28
Cash discounts, 27
Change programs:
accelerating and embedding, 276-285

changing market conditionc and, 275-276

description of, 285

designing, 268-276

developing talentana-skills, 281-282,
302-303

fostering unaecrs.anding and conviction,

277-275. 302
investrientin, 269-270
leadesship and teams for, 270-271
‘nenaging risk during, 273-274

“Vionnarch Battery Company case, 302-303

pitfalls of, 284-285
reinforcing pricing infrastructure and,
279-281

role modeling, 282-284, 303

sizing and articulating prize early, 269

structured approach to, 271-273

systems, tools, and, 274-275
Changes in price:

drivers of, 277

executing process for, 218-219

planning for, 78-79

predicting, 77-78

as transformational journey, 267-268

Channel partners and benefit perceptions, 55

Clean teams, 131

Common motivation, and pricing conduct

improvement, 81, 85-86

Communication:

about performance, 106, 283

change programs and, 274

of new product prices, 235

organizational resolve and, 87, 88

of price changes, 84-85, 159-160

price wars and, 143-144

of pricing intentions, 155, 159
Compensation structure, 280
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Competition. See also Competitors
meet-the-competition clauses, 88, 160
minimizing with next generation products,

178

Competitive discounts, 26

Competitors:
estimating responses of, 65-66
low price advantages over, 134
misreading, 136-138, 142-143
postmerger pricing and, 119
tit-for-tat strategies with, 145

Component provider role of suppliers,

192-193

Conscious parallelism, 159

Consignment costs, 27

Consolidation of product lines and postmerger

pricing, 122

Consumer price squeeze, 8

Contracts, long-term, 145

Cooperative advertising, 27

Cost-plus process:
overview of, 206-207
refining, 202-206
shortfalls of, 200-201

Cost projections, 200-201, 202-203

Cost risk, 204-205

Cost-to-serve differences, 157

Cross-segment cannibalization, 225

Custom-configured products:
description of, 199
refining approach to, 202-206
shortfalls in cost-plus approach to,

200-201
Customer base, moving off VEL ta expand,
63

Customers:

behavior of, influencing with price
architecture, 185-11

benefit-bracketed ai.d price-capped, 67

benefit sensitivity and, 135

long-term contracts with, 145

most-favored-customer clauses, 88, 160

needs of, segmentation by, 222-224

postmerger pricing and, 116-117

price expectations of, 134-135

research on, investing in, 234

Customer value, definition of, 46

Customer Value level:
benefit perceptions, 48-55
creating value maps, 46-56
description of, 15, 16-17, 45, 72-73
in hierarchy, 18-19
legal issues at, 153
making moves on value maps, 57-66
mapping value, 46

Monnarch Battery Company case, 293-296,
300-301

postmerger pricing, 120, 121-123

price perceptions, S5-56

putting customers on value map, 67-69

questions to ask about, 20

software and information products,
252-257

types of benefits, 51

value profiling, 69-73

Dashboards:
cascading, 104, 105
management, 110
Deal desks, role of, 97-98
Decision matrix for pricing, 210-211
Decision support tools, 109
Delivery costs, 28
Diagnostic step in Pricing Transformations,
271
Dialogues on perfezmauice, 106, 283
Direct dealing pzograms, 161
Discount acczroulation trap, 129
Discounting:
activity-b2sed, 157
off-ivoice, 26-28
paluage size, 228,229
veirformance-based, 154
as pitfall, 285
by resellers, 160-162
share-of-wallet, 156-157
software, 260-262
software maintenance, 263
Discrete choice analysis, 294-295
Dissemination of knowledge and information,
282
Distributed sales models:
challenges for, 213-214
description of, 212-213, 219
executing pricing change process, 218-219
hunting for pricing leakages, 218
pricing index for Transactions level pricing,
214-217
prototyping new pricing ideas, 217
Dominant positions in industries or markets,
154, 335-336
Down markets, pricing change in, 276
Downward pressure on prices, 7-9
Dynamic value management, 57-59

Early adopters, 235

Employees:
career paths for, 103
development of, 281-282, 302-303
postmerger pricing and, 117-118
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reinforcement of, 283, 284-285, 302

training and learning programs for, 284, 292
End-user rebates, 27
Enterprise pricing solutions, 111, 112
Estimating cost databases, 203-204
European Union (EU) pricing law:

European Community Merger Regulation,

130
European Community Treaty, Articles 81
and 82, 152, 153, 336-337

excessive pricing, 341-342

geographic discrimination, 341

overview of, 335-337

predatory pricing, 339

price discrimination, 340-341

price signaling, 339

price squeezes, 341

promotional discrimination, 341
Evolutionary products, 234
Exact price policies, 161
Exception pricing, 97-99
Excessive discounting pressure, 259-260
Excessive pricing in EU, 341-342
Exclusivity agreements, 154-155

Feedback on pricing center roles, 103

Financial incentives and pricing metrics, 104,
106-107

Fixed costs, 4, 5

Flexing product architecture, 252-254, 255

Followership, 89-90

Freight costs, 27, 28

Functional benefits, 51

Generosity trap, 127-129

Geographic discrimination {1 EU; 341
Globalization and antitrisilayvzs, 152-153
Global price differenc<s, 155

Health and vitality of pricing organizations,
102-103
High-count product lines:
analytically estimating price position,
208-209
analytically estimating relative price
sensitivity, 209-210
challenges of, 207-208
differentially increasing or decreasing price
by SKU, 210-212
High willingness to pay, capitalizing on, 1735,
178,179
Horizontal price fixing:
in EU, 337-338
in United States, 328-329

Incentive approaches:
financial, 104
nonfinancial, 105-107
for pricing change programs, 280, 284
promotional, 157-158
Transactions level and, 25
Industry shakeouts from price wars, 135-136
Initiative development step in Pricing
Transformations, 271, 272
Innovation, level of in new product launches,
233-234
Integrator role of suppliers, 192, 194-195
Interactions with rest of portfolio, and lifecycle
pricing, 168, 169, 172-174
Intermediaries and benefit perceptions, 54
Internal controls and organizational resolve, 87
International pricing, 158-159
Investment in pricing change eftorts, 269-270
Invoice price:
pocket price waterfall 2ad, 26-27
price architecturz-and; 184, 190
Soundco Radie Company case, 32, 34

Jobs, pivotai oricing, defining, 281-282
Joint activity; 155

Key performance indicators (KPIs):
‘ur pricing change programs, 280
ior pricing performance, 110

Late-life phase of product lifecycle pricing, 170,
177-179, 180
Latent demand, and price wars, 145-146
Launch phase of product lifecycle pricing:
anchor effects, avoiding, 171-172
existing portfolio and, 172-174
maximizing long-term value capture,
169-171
new product pricing, 230-236
Leadership for pricing change efforts:
alignment of, 278
importance of, 270-271, 302
pitfalls of, 284, 285
Leakages:
hunting for, 218
quick hits and, 272
software and information products and,
260
Leegin Creative Leather Products Inc. v. PSKS
Inc., 151, 329-330
Legal issues. See also European Union (EU)
pricing law; U.S. pricing law
antitrust laws, 130-131, 342-352
calling attorneys, 162-164
industry pricing conduct and, 76
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Legal issues (Continued)
Market Strategy and, 75
meet-the-competition and
most-favored-customer clauses, 88
minimizing risks while meeting pricing
objectives, 156-162
overview of, 151-153, 164
price segmentation and, 225-226
price wars and, 159-160
pricing conduct and, 81
pricing decisions that raise red flags, 153-156
Levels of price management. See also Customer
Value level; Market Strategy level; Pricing
Infrastructure; Transactions level
after mergers and acquisitions, 119-127
hierarchy of, 18-19
legal issues at, 153
overview of, 15,21-22
Licensing software, 254-259
Lifecycle pricing:
challenges of, 166-168
description of, 165-166, 181-182
late-life phase, 177-179, 180
launch phase, 169-174
mid-life phase, 174-177
new products and, 235-236
phases of, 168-169, 170
sustaining returns across lifecycle, 179-181
List prices, 190-191
Loyalty arrangements, 154-155

Maintaining optimal production and canacity,
79-80
Malleability of software and infermation
products, 248, 252-257
Mapping value, 46. See also.Valu= maps
Margin adders, 205-206
Marginal costs, drivers.,¢ above-zero, 260, 262
Market-development iinds, 27
Market forces as adding pressure, 7-9
Marketing activities and price architecture, 191
Market segmentation, 156-157, 221-226
Market Strategy level:
description of, 15-16, 75-76, 91
followership and, 89-90
in hierarchy, 18-19
improving pricing conduct, 80-82
influencing elements of pricing conduct
improvement, 8§2—-89
legal issues at, 153
maintaining optimal production and
capacity, 79-80
missed opportunities in, 76-77
Monnarch Battery Company case, 296-298,
301-302

planning for expected price changes, 78-79
postmerger pricing and, 119-121
pricing scenarios, 82
profiting from better price predictions, 77-78
questions to ask about, 19-20
software and information products, 250-252
Maximum price policies, 161
Mazda Miata case, 231-232
McKinsey Solutions, 355
Meet-the-competition clauses, 88, 160
Mergers and acquisitions. See Postmerger
pricing
Me-too products, 234
Metrics for pricing, 104-105, 110
Mid-life phase of product lifecycle pricing, 170,
174-177
Minimum advertised price pragrams, 161-162
Minimum price policies, 161
Misreading market, and pi‘c= wars, 136-138,
142-143
Momentum, achiering with quick hits, 272
Monitoring:
market conditicas,; 176
organizxunai resolve and, 87-88
toois for, 110
Moniarch Battery Company case:
Capueuring opportunity, 298-302
~ginpany overview, 287-289
Customer Value level, 293-296, 300-301
discrete choice analysis, 294-295
Market Strategy level, 296-298, 301-302
overview of, 303
Transactions level, 289-293, 299-300
transformational effort, 302-303
Most-favored-customer clauses, 88, 160
Moving off value equivalence line (VEL), 62-69

New product pricing, 180-181, 230-236
Niche markets, exploiting, 144

Nobility of pricing excellence, 10
Nonfinancial incentives, 105-106
Normcomp company case, 49-55

Off-invoice discounts, 26-28
1 percent, power of, 3-6, 29
Online order discounts, 27
Open-book costing, 8-9
Operating profit and power of 1 percent, 3-6
Order-size discounts, 26
Organization:
for pricing change programs, 279-280
of pricing centers, 99-103
Orientation of pricing centers, 99-100
Overreaction to price wars, avoiding, 142-143,
144-145
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Package size discounts, 228, 229
Parent trap, 129-130
Passing through costs, 203-204
Payment terms discounts, 28
Penalties:
for behavior, 284
for performance, 27
Perceptions of benefits. See Benefit perceptions
Perceptions of price, 55-57, 183-185
Performance-based discounts, 154
Performance dialogues, 106, 283
Performance management:
for pricing change programs, 280
of pricing profit centers, 103-107
Performance measures for price indexing,
215-216
Performance penalties, 27
Periscope web-based tool, 355
Phases of product lifecycle pricing:
late-life phase, 177-179, 180
launch phase, 169-174
mid-life phase, 174-177
overview of, 168-169, 170
Pilots, running:
to build credibility, 278
for change programs, 271, 272, 274
for new products, 235
Pivotal pricing jobs, defining, 281-282
Planning for expected price changes, 78-79
Platforming, 253
Pocket discounts, 28, 36
Pocket margin level, 193-194
Pocket margin waterfalls:
automotive aftermarket parts, 316
automotive glass, 319
business line of credit, 319
commodity chemical, 320
construction equipment, 20
custom manufacturiag system, 321
description of, 39
enterprise computer, 321
enterprise software and service, 322
maintenance service, 322
medical device, 323
office products, 323
plastic, 324
rolled steel, 324
solutions and, 244-245
technical services, 325
Pocket price, definition of, 27
Pocket price band:
description of, 29-30
Monnarch Battery Company case, 291
opportunity and, 31-32
postmerger pricing and, 125

Soundco Radio Company case, 34-37
width of, 30-31
Pocket price waterfalls:
athletic shoes, 308
breakfast cereal, 309
candy, 309
consumer audio equipment, 310
description of, 26
dishwasher, 310
electrical controls, 311
elevators, 311
executive recruiting, 312
fabricated aluminum products, 312
furniture, 313
laboratory services, 313
Monnarch Battery Company case, 289, 290
nonferrous metals, 314
off-invoice discounts, 26--2%
passenger car, 314
personal computer, 31.;
polymer, 315
postmerger pricing and, 118, 124
pricing architectare and, 184-185
software ai:d information products, 260, 261
solutions ~ad, 244
Soutndeo Radio Company case, 32-34
spucialty chemicals, 316
curgical supplies, 316
television, 317
vinyl flooring, 317
voice and data communication service,
318
Positive network effects, 249
Postmerger pricing:
antitrust laws and, 130-131
description of, 115-116, 131
discount accumulation trap and, 129
generosity trap and, 127-129
at Market Strategy level, 119-121
parent trap and, 129-130
at pricing levels, 119-127
as temporary window of opportunity,
116-119
Power of 1 percent, 3-6, 29
Predatory pricing:
in EU, 339
in United States, 331
Prediction of industry price changes, 77-78
Price advantage:
achievement of, 305-306
elements of, 15
nobility and, 10
as rare, 10-11
Price/benefit tradeoff. See Value maps
Price-capped customers, 68
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Price discrimination:
in EU, 340-341
in United States, 331-333
Price elasticity:
definition of, 7
issues complicating, 56-57
razor/razor blades offerings, 239
Price fixing or price encouragement:
in EU, 337-338
in United States, 328-330
Price indexing methodology, 214-217
Price management, levels of. See also Customer
Value level; Market Strategy level; Pricing
Infrastructure; Transactions level
after mergers and acquisitions, 119-127
hierarchy of, 18-19
legal issues at, 153
overview of, 15,21-22
Price perceptions:
in value maps, 46-47, 55-56
value profiling and, 70, 72
Price position, analytically estimating, 208-209
Price segmentation, 221-226
Price sensitivity, analytically estimating,
209-210
Price signaling:
in EU, 339
in United States, 331
Price squeezes:
in EU, 341
in United States, 335
Price/volume/profit tradeoff:
description of, 6-7
lifecycle pricing and, 168-169
in product mid-life, 174-175
Price wars:
avoiding, 133-136, 152-14(
causes of, 136-141
getting out of, 144-147, 146
industry risks of, 141, 142
legal issues with, 159-160
as making sense, 136, 145-147
outcomes of, 133, 147
preventing, 141-144
Price waterfall engineering, 162
Pricing. See also Change programs; Lifecycle
pricing; Postmerger pricing; Pricing
architecture; Pricing conduct; Pricing
Infrastructure
breadth and diversity of, 13-14
as management discipline, 3
perspectives on, 14
power of 1 percent, 3—-6
as profit lever, 5
solutions, 242-246

Pricing architecture:
aligning, and software and information
products, 254-257
based on supplier role, 191-195
customer behavior and, 185-191
description of, 183, 196
price perception and, 183-185
price segmentation and, 225
Pricing change programs. See Change programs
Pricing conduct:
followership and, 89-90
improving, 80-82, 159-160
influencing elements of, 82-89
Pricing function, as a profit center, 93-94, 269
organization of, 99-103
performance management of, 103-107
Pricing Infrastructure:
change programs and, 275251
description of, 15, 18/52-95, 111-112
exceptions to, 97-9Y
organization and; 99=103
performance mmanagement and, 103-107
postmergeroric.ng and, 120, 125-127
processes and, 95-97
quections.+o ask about, 21
software and information products,
85-264
systems and tools, 107-111
Cricing psychology, 228-229
Process benefits, 51
Processes for pricing decisions. See also
Cost-plus process
postmerger, 126-127
Pricing Infrastructure and, 95-99
Processes for reinforcing change, 279
Production and capacity, maintaining optimal,
79-80
Production costs of software and information
products, 247-248
Product lifecycle. See Lifecycle pricing
Product line synergies and postmerger pricing,
122-123
Product mix, and price architecture, 188-190
Products. See also Benefit level of product;
Software and information products
bundling, 155, 253-254
custom-configured, 199-207
evolutionary, 234
high-count product lines, 207-212
me-too, 234
pricing new, 180-181, 230-236
razor/razor blades offerings, 236-240
revolutionary, 233
tiered, 226-230
unbundling, 253-254, 255



JWBT281/Marn

P2: c/d QC: el/f Tl: g

April 14, 2010

Index

18:27

Printer: Yet to Come

Profit levers, 5-6, 33
Promotional discrimination:

in EU, 341

in United States, 334
Promotional funding, 28
Promotional incentives, 157-158
Prototyping new pricing ideas, 217

Quick hits step in Pricing Transformations,
271,272

Rationale behind price moves, 84
Razor/razor blades offerings, 236-240
Regional pricing, 158-159
Reinforcement:
of desired behavior, 283, 302
of substandard behavior, 284-285
Relationship benefits, 51
Reporting path for pricing function, 101-102
Repositioning along value equivalence line
(VEL), 61-62
Repositories of pricing data, 111
Resale price:
price architecture and, 190-191
setting or influencing, 155
Resale price fixing, 329-330
Resellers:
excessive discounting by, 160-162
organizational resolve and, 88-89
Resolve, and pricing conduct improvement,
81-82, 86-89
Responses to price moves, 65-66
Retail price support policies, 162
Revenue leakages. See Leakages
Revolutionary products, 233
Risk, personal, taking on, 282-2¥3
Risk adders, 204-205
Robinson-Patman Act, 1°2,157-158
Role modeling, 282-224,303
Role of solutions provider, 192, 195
Rollout design and refinement step, 271, 272
Rollout waves, 271, 272, 274

Segmentation approaches, 156-157, 221-226
Service improvements and postmerger pricing,
121-122
Service lifecycle. See Lifecycle pricing
Services, tiered, 226-230
Shared price advertising, 162
Share-of-wallet discounts, 156-157
Sherman Antitrust Act, 152
Size of products and tiered pricing, 228
SKUs:
estimating price position of, 208-209
estimating relative price sensitivity of, 209-210

increasing or decreasing price of, 210-212
managing proliferation of, 178-179, 180
Slippage, issues of, 37
Slotting allowances, 28
Soft benefits, 68
Software and information products:
Customer Value and, 252-257
elements of pricing, 250-257, 259-264
Market Strategy and, 250-252
Pricing Infrastructure and, 263-264
Transactions and, 259-263
unique characteristics of, 247-250
Solutions:
description of, 240-242
pricing, 242-246
role of solutions provider, 192, 195
Soundco Radio Company case:
capturing opportunity, 37-39
description of, 32
pocket price band, 74-37
pocket price waresfali; 32-34
Special price requeste, managing, 97-99
Spot prices, chaners in, 78, 79
Sticker prizes: 45
Stocking allewances, 28
Streten turgets, 278-279
Supp'ier role and price architecture,
191-195
Sustaining returns across lifecycle, 179-181
switching costs of software and information
products, 248-249
Systems and tools:
for pricing change programs, 280-281
for Pricing Infrastructure, 107-111
views of, 274-275

Tailored value:
new product pricing, 230-236
price segmentation and, 221-226
razor/razor blades offerings, 236-240
solutions, 240-246
tiered products and services, 226-230
Talent and skills, development of, 281-282,
302-303
Target margin matrix, 205-206
Target prices in price indexing, 215
Tiered products and services, 226-230
Total volume purchased and price architecture,
187-188
Training and learning programs, 284, 292
Transactions level:
Alen Glass Company case, 40-43
description of, 15, 17, 25, 43-44
in hierarchy, 18-19
legal issues at, 153
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Transactions level (Continued)
Monnarch Battery Company case, 289-293,
299-300
pocket margin waterfall and band, 39-43
pocket price bands, 29-32
pocket price waterfall, 26-29
postmerger pricing and, 120, 123-125
pricing index for, 214-217
questions to ask about, 20-21
software and information products, 259-263
Soundco Radio Company case, 32-39
Transformation programs. See Change
programs
Transparency in prices, 83-84
Trigger events, anticipating, 176

Unbundling:
products, 253-254, 255
solutions, 242, 243-244
Upfront costs of software and information
products, 248
U.S. Hart-Scott-Rodino Act, 130
U.S. pricing law:
overview of, 327-328
predatory pricing, 331
price discrimination, 331-333
price fixing or price encouragement,
328-330
price signaling, 331
price squeezes, 335
promotional discrimination, 334
vertical nonprice restrictions, 333

Value. See also Customer Value leve!; Tailored
value
benefits-oriented approach-ro, 144
capturing today comparel tc creating
tomorrow, 250-25¢
misjudging, and price wars, 138-141
Value-advantaged positions, 48
Value-disadvantaged positions, 48

Value equivalence line (VEL):
clusters of customers along, 67-69
description of, 47
movement options, 60
moving off, 62-69
repositioning along, 60-62
Value maps:
benefit perceptions, 48-55
creating, 4648
description of, 46
making moves on, 57-66
Mazda Miata case, 232
Monnarch Battery Company case, 296
price perceptions, 55-56
price wars and, 138-140, 143
putting customers on, 67-69
Winco Plastics case, 222, 223
Value profiling, 69-73
Variable costs, 4, 5
Variance and price eldsticity, 56-57
Variance-type price.deviation, 37
Variation in usa2ge; managing through price
structnre; 23¢-240
VEL. See Yaiue equivalence line
Versicning,.253
Vertica! nonprice restrictions, 333
Vertial price fixing:
wil, 338
in United States, 329-330
Visibility:
legal scrutiny and, 154
pricing conduct improvement and, 81, 82-85
Volume distribution of customer clusters along
VEL, 6769

Web-based tool, Periscope, 355

Winco Plastics case, 222-226

Winner-take-all scenarios, and software and
information products, 249

Zone of indifference, 55, 295-296, 300



