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Dr. lan Tidswell

a3

B2B Pricing Expert

LinkedIn: linkedin.com/in/iantidswellpricing
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Physicist by training (PhD)

Last 20 years focused solely on
pricing, with roles as consultant,
change agent, leader & coach

Worked with startup to world-
leading companies

Startup & Scale-up pricing
coaching with

Innosuisse

Trainer for both leading
pricing organizations
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Today’s discussion

Importance of pricing
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One-off vs. Subscription vs. Pay-per-Use

Designing your pricing architecture

e
/

Using technology to stay agile



Pricing Provides the Highest Leverage Profit Opportunity

What’s the impact of a 1%
improvement in each profit lever*?

Fixed
Cost

Volume

Variable
Cost

Price

0%

* For a typical Fortune 500 company

2%

e Raising the net price has a larger impact on
profits than any other lever

e Potential profit improvement in many B2B
companies: 2-5 points of revenue

e Getting pricing right also drives company growth



Creating value for customers

Customer Supplier

Value Received Value Captured




Delayed Time-to-Value can reduce customer value received

Customer Supplier

Value Received Value Captured

Time-to-Value Time-to-Value




Customer perceived risk from the solution further decreases value

Customer Supplier

Value Received Value Captured
Time-to-Value Time-to-Value

Risk Exposure Risk Exposure




Time-to-Value and Risk can result in the need to reduce prices...

Customer Supplier

Value Received Value Captured

Time-to-Value Time-to-Value

Risk Exposure Risk Exposure




The value-creation timeline

Value

Value Created

Investment

Purchase

PiIotI IRamp-up IEfficiency I Maturity End of Life

Train & Deploy
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Subscription value-capture timeline

Value

Customer Value Capture

Supplier Value Capture

Time
Supplier investment

Customer investment

Subscriptions align price TIMING with value capture
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Subscription pricing example: NavVis

* NavVis sells advanced 3D mapping
R— hardware, software, solutions and services

« The company offers add-on subscription
services to their hardware:

« Data processing
» Creation, collaboration, publication
* Maintenance & services

s
( » Subscription services support by increasing
customer value (increased time-to-value)
and loyalty

« Enhanced services, providing
integrations increasing product operational
data and productivity
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Subscription pricing example: ABB Robots
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ABB Roboaotics sells robots and factory automation
hardware, software, solutions and services

The company offers a wide range of subscription
services, including:

» (Connected Services
« Maintenance & Services

Services increase ABB revenues & profits by
increasing customer value (increased uptime) and
loyalty

Enhanced services enabled by IoT connectivity,
predicting failures, increasing responsiveness,
and increasing product operational data



‘Lumpy’ value-creation timeline

Value

Total Value Created

Total investment
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Pay-per-Use Pricing

Value

Capture

Customer

Supplier Capture

v

Time
Supplier investment

Customer investment

Pay-per-Use pricing aligns customer RISK to price
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Pay-per-Use Example: Rolls Royce civilian aircraft engines

» TotalCare solution: full responsibility for engine
maintenance & repairs charged as $ per flying hour

 Airline costs aligned with revenue generation

* Rolls-Royce takes engine reliability risks...

10,000
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Build your balanced pricing architecture

Customer

High up-front
investment

Need to qualify
customers

Supplier

High variable
cost per use

Investors looking for
steady cash-flow




Solutions Prices
Price Carriers: the levers to balance value, risk & time

Segment 1
Price Carriers Price Carrier Purpose
(building blocks)
1. Value Capture Segment 2
2. Value Timing
3. Risk Sharing
4. Cost Recovery
Segment 3
5. Qualify Customers (pilots)

Segment 4
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Capture the value: types of Price Carriers (B2B SaaS)

Activities
(ongoing)

Outcomes &
Impact

Products/Services
swonsumed one-time

Perpetual License
Setup & Training

Hosting Hardware

Services or products
consumed ongoing

Monthly Subscription
Support Services
Per User Month

Modules

The direct output of the
product/service

Pay per Use
Pay per Transaction

Pay per Optimization

Benefits for customers

Outcome Metrics

Performance Fee

Cost Savings

Revenue Increases
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Increasing Value Capture Poten
Lowers Early Purchase Barrie

Increase
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How will you use Subscription and Pay-per-Use pricing to
increase value capture?

Customer Supplier

Value Received Value Captured
Time-to-Value Time-to-Value

Risk Exposure Risk Exposure
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Design your subscription pricing to maximize profits

I\
{D Customer subscribes

Initial to base product
purchase

Partial
downgrade

B

2 months later
Term

change

@ Partner sells 2 add-on

products and co-terms
subscriptions

Add-On
purchase

Partial downgrade in
self-service for renewal

Price
change

Vendor initiates new pricing
in Europe for new customers
and customers > 2 years

All rights reserved.

keylight

Switches to annual
payment via sales

Renewal event -
consolidate/uplift?

Visit us at
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N | ! | = Quotation
= Self-service commerce \ . . .
Lo = Term alignment of all subscriptions
= Generate invoice/payment > -
Initial ; . : = Prorated invoice/payment
= Activate service/onboarding \ , \
purchase T ‘ = CSM Introduction
'\ i
@ = Prorated invoice for add-ons
- = Activate service
Add-On = Partner referral fee
purchase
» Schedule downgrade
: ~» Churn risk event
Partial » Notify customer service
downgrade
Price . CusFomer ellglblllty/.exclusmn Next « Renewal invoice/payment
- = Regional segmentation - . _—
change P event | = partial deactivation
= Customer notifications . '
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Subscription architecture; modern, unified & composable
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Unified User-Centric Subscription Platform

Products & Pricing + RulesEngine -+ Events&Hooks -+ Orders -+ AccountNetwork -+ Entities

@ User Experience @ Automation @ Predictive Analytics
| | |
Customer Journey N , Subscription Management ~  EventSourcing
Customer Self-Service N | Billing & Invoicing N |~ Transition Path Analysis
>~ >~
Assisted Sales & CPQ 41 |~ Recurring Payments | |~ Subscription KPls
Reseller - Revenue Recognition -/ - Scenario Simulation

; l } I | [
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Subscription architecture: Flexibility is key
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Unified User-Centric Subscription Platform

Products & Pricing + RulesEngine -+ Events&Hooks -+ Orders -+ AccountNetwork -+ Entities

@ User Experience @ Automation @ Predictive Analytics
| | |
Customer Journey CMS ~ Subscription Management ~  EventSourcing
Customer Self-Service - Billing & Invoicing m - Transition Path Analysis
—~ —~
Assisted Sales & CPQ m ~ Recurring Payments B Subscription KPIs | Analytics
Reseller < Revenue Recognition \ Scenario Simulation
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\When is pay-per-use
a good model?

Visit us at www.keylight.com



>keylight/
e

 When and how to
()2 sharerisk with
~ subscription pricing?
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How do | know if |
got my pricing right?
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| When and how to
04 raise prices in the
current environment?
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Expert Session Vol. 2 Transition Strategies For New Subscription Businesses

Q&A Typeinyour questions

Y
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Assessment Consultation

Book a free
hour with us

Let's talk about
Your current system & challenges

Your use cases & requirements

Daniel von Jeinsen

Sales & Partner Strategy |
~keylight/ Book a demo at www.keylight.com
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Need more information or support? Ideal
Checkout our Website: Pl‘lce

www.ideal-price.com

Follow us on LinkedIn:

https://www.linkedin.com/company/ideal-price/

Talk to us:
www.calendly.com/ideal-price

Pricing Check-Up

Support Solution Pricing

Ad-hoc & Ongoing Expert Advice
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