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Why market-based
pricing?

® Stay up to date: Mirror current
price changes in your spare parts
business

® Increase customer engagement
and trust

® Unlock the full potential of your
spare parts business

o |dentify your monopoly, chances
and your USP

® |ncrease your revenue
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0 What is Market-Based
Pricing?

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




A market-based pricing of parts is informed by
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 competi-
tive and intelligent insights that grow revenue
and profit. Aftermarket sales and parts repre-
sent a significant revenue stream for original
equipment manufacturers (OEMs). The data
driving a market-based parts pricing strategy
can help OEMs establish a price in line, above
or below prevailing prices to maximize profit
or other strategic objectives.

Many OEMs 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 monito-
ring of market rates for thousands of SKUs. To
further complicate matters, the frequency of
price changes continues to grow continually
increases as competitors seek to pass along
rises in raw material costs and account for in-
flation, while simultaneously also attemptin to
maintain or expand their market share. Absent
a detailed understanding of the marketplace,
many OEMs continue to use cost-plus pricing,
where the supplier’s cost and the application
of a standard markup dictate the price of a
part, putting them at a disadvantage without
a fully informed pricing decision.



COST-PLUS PRICING

Cost-plus pricing is the most common approach to parts pricing due to its sim-
plicity and wide applicability. 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 OEMs apply standard markup on parts they bought at heavily discoun-
ted prices, they unknowingly pass on the discounts to their customers. As a
result, OEMs are often cheaper than their competitors without knowing it.

MARKET-BASED PRICING

A market-based pricing of parts delivers
competitive and intelligent pricing increases
that grow revenue and profit. It also allows
OEMs to increase their customer share, be-
come a trusted supplier for all parts, and in-
crease win rates. Just as important, it fosters
improvements in customer satisfaction as it
delivers pricing and lead times in line with
the market. Deploying market-based pricing
requires access to real-time market intelli-
gence regarding a part's pricing, availability,
and lead time. And OEMs need this intelli-
gence for their entire portfolio.

At every stage of the part lifecycle, from intro-
duction to obsolescence, market-based pri-
cing allows an OEM to price parts according
to what the market will bear. It also allows
OEMs to increase their customer share, beco-
me a trusted supplier for all parts and increase
win rates. Just as important, it fosters impro-
vements 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 Digi-
tal 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
confidently increase or decrease prices for
existing parts previously subject to cost-plus

pricing.

Market-based pricing improves revenues by
identifying parts priced below market, capita-
lizing on purchased part exclusivity and lever-
aging advantageous lead times.

"For machine and equipment manufacturers spare
parts contribute 10% to revenue, 25% to EBIT, and
grow at 4% annually.”

Verband Deutscher Maschinen- und Anlagenbau (VDMA)




BUSINESS BUYERS ARE MORE INFORMED THAN EVER

Learn how Korber Tissue
changes their parts pricing
strategy from reactive to pro-
active by setting their pricing
in line with the market and
establishing an overall mar-
ket-oriented pricing strategy.

In today’s marketplace, machine manufactu-
rers’ customers have many more options when
it comes to purchasing parts:

manufacturers,
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 hands of customers to make
fully informed purchasing decisions. Manu-
facturers have to adapt and align their pricing
strategy with these changes.

ases

Korber Tissue Iné/fe
Service Level with
Market-oriented Pricing

KORBER

VIEW VIDEO READ MORE ——



https://www.youtube.com/watch?v=UMtCh-icF1s
https://www.markt-pilot.com/en/product/case-studies/k%C3%B6rber-tissue
https://www.markt-pilot.com/en/case-studies/koerber
https://www.markt-pilot.com/en/case-studies/koerber

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 pricing adjust-
ments, open communication with your cus-
tomers is necessary. Customers appreciate
transparency, and this will raise their willing-
ness to pay for your parts over a competitor.

While a market-based pricing strategy allows
OEMs to charge a competitive price backed
by data, it also allows for the development
of alternative pricing strategies. For example,
having established the competitive price for
a part, an OEM 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
OEM possesses the data to drive its pricing
strategies.



EMPOWER AFTERMARKET SALES

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.

Increase your sales and

customer satisfaction at
the same time

Use your monopoly position
for spare parts without com-
petition

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

CONTINUE TO PROVIDE CUSTOMER
EXCELLENCE

For parts with a long tail, meaning parts de-
veloped years prior for which demand is low
but constant, market-based pricing can con-
tribute sustained streams of revenue. Market-
based parts pricing can also justify keeping
SKUs with low turnaround cycles in stock. In
addition to contributing to the bottom line,
supplying older parts for longer will build cus-
tomer loyalty. And when deciding whether to
launch new products and equipment or enter
new geographical markets, creating financial
forecasts using market-based parts pricing
can provide a sufficient profit over the long
haul to justify expanding a product line.

Increase the success rates
of your offers and win
customers

With intelligent price reducti-
ons at market level, you posi-
tion 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 aftert-
hought to a critical component of the OEM's business mo-
del. Market-based pricing for parts gives customers confi-
dence and allows OEMs to increase margins for parts since
their prices are competitive and fair in the minds of the

customer.



Which Organizations can
Profit from Market-Based
Pricing?

Parts sales are a major driver of revenue, profit, and growth
opportunities for machine manufacturers.

Manufacturers considering the move to market-based pricing should organize their aftermarket
team as a profit centre. Market-based pricing is the pricing strategy best suited for OEMs to clas-
sic mid-sized companies to grow their parts business, its share of revenue, and its contribution to
the bottom line.

Market-based pricing works best in sectors with scattered distribution, meaning industries that
often have tens to hundreds of distributors competing for parts market share. The most success-
ful industries to apply market-based pricing strategies include:

¢ Machinery: Packaging, argiculture, metalwork, mining, extrusion, cutting tools

¢ Equipment: Construction, welding or Machine tools, crane and material handling

Plastics processing

® Commercial HVAC




04 What are the Requirements
for a Market-Based Pricing

Strategy?

An OEM requires real-time market intelligence to adopt

market-based parts pricing.

The data used to derive prices must be accurate, timely, and include every competitor. However,
a manual approach for market-based pricing systems will not execute effectively across all dis-

tribution channels and required geographies.

ALL-ENCOMPASSING MARKET DATA
OVERVIEW

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. The labor-intensive work
can utilize too many resources to be profitab-
le, leading to the prominence of cost-based
pricing. Efforts to collate and analyze up-to-
date market intelligence will inevitably strug-
gle due to the market's complexity.

DIGITAL DATA COLLECTION

Generic web crawlers allow an OEM to auto-
mate and scale its approach to gathering pri-
cing intelligence, yet due to technical limitati-
ons, they cannot limit their focus to specific
industries, do not offer online and offline mar-
ket coverage and only supply raw data that re-

With more than 50,000 OEMs global-
ly, selling over 5 million parts, and up
to 2,000 distributors within a country,

manual approaches to market intelli-
gence fall short.

quires analysis and interpretation. Thus, ma-
king fact-checking for data accuracy essential,
which is a very tedious and time-consuming
process. However, utilizing an intelligent and
automated software like PRICERADAR, that
delivers full insight and transparency on pri-
cing, lead times and detailed data collections.
With an automated solution, you not only re-
duce cost, but also manual errors.



INTELLIGENT MARKET SOLUTIONS

Intelligent automation provided via dedicated
solutions can deliver a comprehensive and
fully automated approach to gathering mar-
ket intelligence.

Using such an approach, OEMs 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 an OEM'’s
pricing knowledge remains current, complete,
and accurate. By limiting manual efforts, intel-
ligent solutions free resources to then dedi-

MARKT?ILOT

cate to acting on the new market intelligence.
It also provides a scalable approach. Embra-
cing a data-driven approach to pricing decisi-
ons allows OEMs to adapt quickly to changes
in the marketplace, maximizing internal re-
sources and their return on investment.

Take the first step towards market-based parts
pricing now!

CALCULATE YOUR ROI

HOW TO

NzZeE

prieing

and maximize revenue
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https://www.markt-pilot.com/en/product/roi-calculator
https://www.youtube.com/watch?v=E8IPNwYny7U&t=1s
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How to: Toward a Market-
Based Pricing Strategy

21.7 %

= - Underpriced Parts

22.3%

o Overpriced
Parts

. 51.9%

- - Exclusive Parts

IDENTIFY MARKET OPPORTUNITIES

Integrating real-time market intelligence will
provide the market price, including prices
charged by specific competitors, and compare
your lead time against competitors".

This exercise is to help an OEM analyze its ent-
ire parts portfolio to ensure each SKU is priced
competitively and in line with the company’s
strategic goals. This analysis will also genera-

te pricing benchmarks from real-time market
data and uncover price adjustment opportu-
nities.

It will ensure an OEM has the information to
price its entire parts portfolio at competitive
rates, including identifying parts that are un-
derpriced, overpriced, or exclusive.

DEVELOP ACTIONABLE MARKET INSIGHTS

From our experience helping OEMs integra-
te real-time market intelligence in their parts
pricing, OEMs 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 OEM has yet to sell on the open mar-
ket, avoiding mispricing throughout the part’s
lifecycle.

KEEP PULSE OF MARKET DYNAMICS

As the competitive landscape changes, the
pricing framework generated via this analysis
allows OEMs to monitor and react to market
changes quickly. Just as important, it provides
a sustainable digital foundation to migrate
the OEM from manual SKU pricing to an auto-
mated approach that is cost-effective and far
more responsive to changes in market condi-
tions.



While some may view the shift to market-based pricing as a one-time event, monitoring compe-
titors on an ongoing basis is critical to helping OEMs generate significant increases in revenue
and profit. Due to inflation and cost surges, third-party vendors change their prices constantly.
To react quickly, avoid leaving money on the table, and stay competitive, OEMs need up-to-date
information, not just a one-time analysis.

12% —
N% —
10% —
9% —
8% —
7% —
6% —
5% —
4% —
3% —
2% —]
1% —1

cost plus pricing

Year 1 Year 2 Year 3

While such analysis focuses on the financial benefits of competitive pricing, it also drives impro-
vements 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 OEM's pricing by conducting in-
dependent research.

OEMs that commit to market-based pricing often generate
ROIs of 1,000 %+.
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PRICERADAR

MARKT-PILOT's Solution for Part Pricing & Lead Time Intelligence

MARKT2ILOT (2]

LEARN MORE

MARKT2ILOT (2]
$
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Our Value Proposition

&J

Easy to use & implement

Get started in less than 30 minu-
tes - no setup, integration or user
training required.

Exclusive industry focus

Founded by machine manufactu-
rers, our sole purpose is to grow
the parts business of companies
in this industry.

100% accurate data

Every data point is validated
by a multi-stage quality assu-
rance process including Al &
data analyst feedback.

)

Save time and effort

We do the analysis so that
you can focus on what mat-
ters most: growing your parts
business.

€D

Global coverage

Different regions have diffe-
rent market prices & lead times
- we screen your competitors
by region across the globe.

(1)

—_—

Scalable

Whether you have 50 or 50,000
SKUs in your portfolio, we
meet you where you are today.


https://www.markt-pilot.com/en/product/price-radar

LET'S TALK AND LEVEL
UP YOUR PARTS BUSINESS.

More than 140 years of experience in after sales of machine manufacturers combined with in-
novative Al: That's MARKT-PILOT. Our solution enables your parts business to remain profitable
even in dynamic markets and reliably make your price potential visible - for more sales and hig-
her customer satisfaction in after sales. Let's talk and find the best solution for you.

LET’S TALK

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

KOENIG & BAUER KARCHER DIEFFENBACHER HOLMER y
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https://meet.markt-pilot.com/meetings/tim-geyer/us-book-a-demo?hsCtaTracking=fb01f669-bc91-4be7-aafe-303433a45c83%7C0eeba57d-87e3-42d4-8756-7501a579e87d
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