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Why
Agriculture
Machinery
Manufacturers
Need Market-
Based Pricing




OEMs in the agriculture
sector need to adopt
market-based pricing.

This approach offers more
flexibility, competitiveness,
and alignment with market
realities. It also highlights
the importance of the
aftermarket business,
making it a key model for
the agriculture machinery
industry, which ultimately
will lead to increased
margins and revenue.
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Introduction

Agriculture machinery manufacturers are fa-
cing a consistent downturn in revenue, driven
by a number of global challenges. High pro-
duction costs, increasing global competition,
fluctuating interest rates and changing mar-
ket demands have severely impacted the agri-
culture industry, and the agriculture machine-
ry manufacturers have not been immune to
these challenges. Although a rising global po-
pulation suggests a higher demand for food
and, consequently, an increase in agriculture
machinery sales, the reality has been quite
different, with revenue consistently declining.

One of the most significant obstacles in the
growth of the agriculture machinery market
is the financial pressure faced by farmers. Ac-
cording to the US Department of Agriculture,
net farm income has been on a consistent de-
cline since 2022, with a massive $35.6 billion
(19.5%) decrease in 2023 and a further fore-
cast decline of $6.5 billion (4.4%) in 2024. In
inflation-adjusted dollars, net farm income is
forecast to decrease by $10.2 billion (6.8 %) in
2024. Additionally, production expenses are
expected to increase by 4 % and cash receipts
from crop sales are expected to decline by $21
billion owing to the decrease in prices for key
crops like corn (down by 14 %) and soybeans
(down by 10 %).

These factors are adding an immense pres-
sure on the bottom lines of farmers and are
negatively impacting the sales of new agri-
cultural machinery. In fact, this decline has
been so dramatic that Reuters has reported a
five-year peak in the monthly inventory of un-
sold used tractors in the US. Furthermore, in-
creased competition from low-cost machinery
manufacturers in emerging markets, along
with rising tariffs and trade barriers, continues
to squeeze profits for even market leaders like
John Deere. These trade challenges limit the
ability of manufacturers to maintain compe-
titive pricing while managing higher produc-
tion costs.

Meanwhile, the demand for technical up-
grades and rental equipment continues to
rise. As machinery sales slow, more farmers
are opting to extend the life of their current
equipment through regular maintenance and
part replacements. This brings the aftermar-
ket and spare parts business right to the cen-
ter. It not only holds the promise of offsetting
the losses incurred from declining machinery
sales but opens up new strategic opportuni-
ties for long-term growth.

Net Farm Income

According to the US Department of Agriculture

2023
$35.6 billion (19.5%)

2024 Forecast
$6.5 billion (4.4%)




The Case for Maximizing
Spare Parts Revenue

In this market environment, the answer for
manufacturers lies in ramping up their after-
market and spare parts business. By focusing
on the growth of the parts business, agricultu-
re machinery manufacturers can unlock new
revenue streams, offer affordable solutions to
financially strained farmers, and build long-
term customer relationships.

The spare parts business not only ensures
greater customer loyalty by reducing downt-
ime but also offers a sustainable revenue
stream for high-margin products. In the face
of consistently declining new machinery sa-
les, the focus on the spare parts business is
inevitable, and the companies making the pi-
vot earlier can dominate market share. It also
holds the promise of boosting brand reten-
tion amongst farmers which can lay down a
strong foundation to capture new machinery
demand when the economic climate regains
upward momentum.

To maximize the potential of spare parts busi-
ness, agriculture equipment manufacturers
need to focus on improving their pricing stra-
tegies and adopting market-based pricing
that can ensure margin optimization without
losing sales or goodwill from customers.



What Is

Market-based pricing is a pricing strategy that relies on
activating real-time market analytics to make informed

pricing decisions.

Market-based pricing of parts is based on
market data and insights. Deploying market-
based pricing thus requires access to real-
time market intelligence regarding a part's
price, availability, and lead time, delivering
competitive and intelligent insights that grow
revenue and profit. The data driving a market-
based parts pricing strategy can help agri-
culture machinery manufacturers establish a
price in line, above or below prevailing prices
to maximize profit or other strategic objecti-
ves.

Many OEMs in the agriculture industry lack
visibility of their competitive pricing position,
meaning they do not know their competitors’
pricing, availability, or lead times for the parts
they want to sell. However, to ensure a strong
competitive footing, these manufacturers
need to get the pricing right for every single
part, which requires monitoring of market ra-
tes for thousands of SKUs. To further compli-
cate matters, the frequency of price changes is
steadily increasing. Competitors are trying to
pass on rising raw material costs and account
for inflation, all while attempting to maintain
or expand their market share. Absent a detai-
led understanding of the marketplace, many
agriculture machinery manufacturers conti-
nue to use cost-plus pricing, where the sup-
plier's cost and the application of a standard
markup dictate the price of a part, putting
them at a disadvantage without a fully infor-
med pricing decision.



COST-PLUS PRICING

Cost-plus pricing is the most common approach to parts pricing due to its simplicity and wide applicabi-
lity. In an increasingly demanding and data-driven marketplace, it has several shortcomings, including
wildly fluctuating prices, which can quickly alienate customers, especially if prices are not competitive.
Due to their ability to buy parts in bulk and secure heavy volume discounts, when agriculture machinery
manufacturers apply standard markup on parts they bought at heavily discounted prices, they unkno-
wingly pass on the discounts to their customers. As a result, equipment manufacturers are often selling
parts cheaper than their competitors without knowing it.

MARKET-BASED PRICING

A market-based pricing of parts delivers competitive and intelligent pricing to grow revenue and profit.
It also allows agriculture machinery manufacturers to increase their customer share, become a trusted
supplier for all parts, and increase win rates. Just as important, it fosters improvements in customer sa-
tisfaction as it delivers pricing and lead times in line with the market. Deploying market-based pricing
requires access to real-time market intelligence regarding a part's pricing, availability, and lead time.
And agriculture machinery manufacturers need this intelligence for their entire portfolio.

At every stage of the part lifecycle, from introduction to obsolescence, market-based pricing allows an
agriculture machinery manufacturers to price parts according to what the market will bear. It also allows
them to increase their customer share, become a trusted supplier for all parts and increase win rates.
Just as important, it fosters improvements in customer satisfaction as it delivers pricing and lead times
in line with the market.



Why Implement a Market-
Based Pricing Strategy?

Traditional pricing methods are outdated in today’s digital
environment and do not make use of valuable revenue
potential.

An OEM can use the intelligence gathered to deploy the market-based pricing strategy and con-
fidently increase or decrease prices for existing parts previously subject to cost-plus pricing.
Market-based pricing improves revenues by identifying parts priced below market, capitalizing
on purchased part exclusivity and leveraging advantageous lead times.

"An analysis across 30 industries showed
that average EBIT margin for aftermarket

services was 25 percent, Compared o)
10 percent for new equipment.”
Source: McKinsey - Industrial aftermarket services: Growing the core . I I

BUSINESS BUYERS ARE MORE INFORMED THAN EVER

43 Nowadays, customers of machine manu-

[ facturers have many more options when it
P:'a comes to purchasing parts: manufacturers,
LXS

online vendors, distributors, online shops,

and marketplaces. Many of these providers

publish their prices and lead times online,

putting real-time market intelligence in the
K\S hands of customers to make fully informed
purchasing decisions. Manufacturers have

to adapt and align their pricing strategy with
these changes.



https://www.mckinsey.com/industries/industrials-and-electronics/our-insights/industrial-aftermarket-services-growing-the-core

Customers are no longer bound by geogra-
phical boundaries, so they are free to buy
from any online marketplaces, platforms, etc.,
all around the world to compare prices, qua-
lity and lead times. It is important to show to
your customers your value through consist-
ently adjusting prices as needed to show your
attentiveness to the market and your position
in the market. When you are making these pri-
cing adjustments, open communication with
your customers is necessary. Customers ap-
preciate transparency, and this will raise their
willingness to pay for your parts over a com-
petitor.

Market-based pricing also empowers the af-
termarket sales team as it provides them with
competitive pricing they can confidently share
with new and existing customers. Instead of
relying on cost-plus pricing, the sales team
can rely on market-based prices, backed by
data and robust analysis. An aligned, market-
based pricing strategy can strengthen dealer
relationships, bringing manufacturers closer
to the end customer. This approach fosters a
mutually beneficial partnership, enhancing
transparency, service quality, and customer
satisfaction.

For long tail parts—those developed years
ago with low but steady demand—market-
based pricing helps maintain a consistent re-
venue stream. It allows businesses to justify
keeping inventory of SKUs with low turnover
by aligning prices with market demand, ensu-
ring these parts remain profitable. In addition
to contributing to the bottom line, supplying
older parts for longer will build customer loy-
alty. And when deciding whether to launch
new products and equipment or enter new
geographical markets, creating financial fore-
casts using market-based parts pricing can
provide a sufficient profit over the long haul
to justify expanding a product line.

While a market-based pricing strategy all-
ows agriculture machinery manufacturers to
charge a competitive price backed by data,
it also allows for the development of alter-
native pricing strategies. For example, having
established the competitive price for a part,
a manufacturer may decide to charge below
the market rate to earn more market share or
above it if it deems the part superior to tho-
se offered by competitors. In either event, the
manufacturer possesses the data to drive its
pricing strategies.



Increase your sales and
customer satisfaction at
the same time

Use your monopoly
position for spare parts
without competition

Raise your sales prices
to market price levels
in a data-driven and
confident way

Increase the success
rates of your offers
and win customers

With intelligent price
reductions at market level,
you position yourself as a
fair-priced service partner

In many cases, market-based pricing can raise the profile

of the aftermarket business, transforming it from an
afterthought to a critical component of the agriculture
machinery manufacturers business model. Market-based
pricing for parts gives customers confidence and allows

the manufacturers to increase margins for parts since their
prices are competitive and fair in the minds of the customer.



for a Market-Based Pricing

Strategy?

Agriculture machinery manufacturers requires real-time
market intelligence to adopt market-based parts pricing.

The data used to derive prices must be accurate, timely, and include as many competitors as pos-
sible. However, a manual approach for market-based pricing systems will not execute effectively
across all distribution channels and required geographies.

The global marketplace is too large and dy-
namic for a team of analysts to maintain real-
time, exhaustive pricing intelligence. Manual
research with a focused approach on a few key
parts can work, but it cannot scale or deliver
full market coverage for several thousands
of parts. The labor-intensive work can utilize
too many resources to be profitable, leading
to the prominence of cost-based pricing. Ef-
forts to collate and analyze up-to-date market
intelligence will inevitably struggle due to the
market's complexity

Generic web crawlers allow an agriculture ma-
chinery manufacturer to automate and scale
its approach to gathering pricing intelligence,
yet due to technical limitations, they cannot
limit their focus to specific industries, do not
offer online and offline market coverage and
only supply raw data that requires analysis and
interpretation. Thus, making fact-checking for
data accuracy essential, which is a very tedious
and time-consuming process. However, uti-
lizing an intelligent and automated software
that delivers full insight and transparency on
pricing, lead times and detailed data collec-
tions is a game-changer. With an automated
solution, you not only reduce costs, but also
manual errors.



With more than 1,000 manu-

facturers globally, selling

millions of parts, manual
approaches to market
intelligence fall short.

INTELLIGENT MARKET SOLUTIONS

Dedicated solutions offering intelligent auto-
mation can provide a comprehensive and fully
automated method for collecting market in-
telligence. Using such an approach, agricul-
ture machinery manufacturers can focus on
specific sectors and quickly gather online and
offline market data to inform their pricing de-
cisions. Global coverage and the continuous
nature of the analysis mean that a manufac-
turer's pricing knowledge remains current,
complete, and accurate. By limiting manual
efforts, intelligent solutions free resources to

then dedicate to acting on the new market
intelligence. It also provides a scalable ap-
proach. Embracing a data-driven approach to
pricing decisions allows agriculture machine-
ry manufacturers to adapt quickly to changes
in the marketplace, maximizing internal re-
sources and their return on investment.



a Market-

Based Pricing Strategy

Integrating real-time market intelligence will
provide the market price, including prices
charged by specific competitors, and compare
your lead time against competitors'. This exer-
cise is to help an agriculture machinery ma-
nufacturer analyze its entire parts portfolio to
ensure each SKU is priced competitively and
in line with the company's strategic goals. This
analysis will also generate pricing benchmarks
from real-time market data and uncover price
adjustment opportunities. It will ensure an
equipment manufacturer has the information
to price its entire parts portfolio at competi-
tive rates, including identifying parts that are
underpriced, overpriced, or exclusive.

From our experience helping OEMs in agricul-
ture and other industries, integrating real-ti-
me market intelligence in parts pricing allows
manufacturers uncover approximately 22%
of parts that are underpriced, around 52% of
parts that are exclusive and candidates for
premium pricing, and over 22% that are over-
priced. On average, just 4.1% of parts are pri-
ced at market. Competitive parts intelligence
can also generate pricing data for new parts
that the manufacturer has yet to sell on the
open market, avoiding mispricing throughout
the part's lifecycle.

As the competitive landscape changes, the
pricing framework generated via this analysis
allows agriculture machinery manufacturers
to monitor and react to market changes qui-
ckly. Just as important, it provides a sustaina-
ble digital foundation to migrate the equip-
ment manufacturer from manual SKU pricing
to an automated approach that is cost-effec-
tive and far more responsive to changes in
market conditions.

While some may view the shift to market-ba-
sed pricing as a one-time event, monitoring
competitors on an ongoing basis is critical to
helping agriculture machinery manufacturers
generate significant increases in revenue and
profit. Due to market fluctuations and vola-
tility, third-party vendors change their prices
constantly. To react quickly, avoid leaving mo-
ney on the table, and stay competitive, agri-
culture machinery manufacturers need up-to-
date information, not just a one-time analysis.

While such analysis focuses on the financial
benefits of competitive pricing, it also drives
improvements in business reputation and
customer satisfaction. A data-driven approach
to pricing is simple to explain to customers.
Moreover, customers can verify the accuracy
and integrity of an agriculture machinery ma-
nufacturer’s pricing by conducting indepen-
dent research.



As agriculture machinery manufacturers ta-
ckle a variety of challenges in this uncertain
and volatile market, the importance of a he-
althy and growing aftermarket and parts busi-
ness cannot be ignored. Not only can it help
offset the losses incurred by declining sales
and other growth challenges, but it also all-
ows agriculture machinery manufacturers to
increase their customer share, become a trus-
ted supplier for all parts, and increase win ra-
tes. This in turn helps foster better customer
relationships and brand loyalty.

With the right market intelligence and a truly
exhaustive market data, agriculture machi-
nery manufacturers can stay informed of all
competitors and resellers to price their parts
competitively and without losing any sales
volumes. Additionally, they can monitor distri-
butors to flag any deviations from recommen-
ded mark-up prices and also keep an eye on
knock-off parts.

These measures will help the aftermarket
and parts business grow consistently, without
jeopradizing the brand loyalty and customer
relationships. In the current climate of uncer-
tainty, a forward-looking and digitally sound
parts strategy can serve as the lifeboat for
agriculture machinery manufacturers and en-
sure long-term market dominance.



LET'S TALK AND LEVEL
UP YOUR PARTS BUSINESS.

MARKT-PILOT

More than 140 years of
experience in after sales

of machine manufacturers
combined with innovative

Al: That's MARKT-PILOT. Our
solution enables your parts
business to remain profitable
even in dynamic markets

and reliably makes your price
potential visible — for more sales
and higher customer satisfaction
in after sales. Let's talk and find
the best solution for you.

David Roller

Account Executive

+1(312) 856-7983
david.roller@markt-pilot.com

LET’S TALK

More than 150 machine manufacturers already rely on MARKT-PILOT and actively benefit from

our solution.
KORBER


https://meetings.hubspot.com/david-roller/schedule-a-meeting?uuid=0a6c18a2-1dbe-49f0-aea9-9377937c78a1
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