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Introduction

Hi there!

If you're involved in pricing decisions at your
organisation, you've probably already recognised that
the need for smart, data-driven pricing decisions has

become more urgent in today's business environment.

However, many companies struggle to prioritise key
areas of improvement and lack a structured plan for
developing their pricing maturity. Our aim is to help
these companies reach the next level of pricing

maturity on their journey.

This guidebook is packed with knowledge and offers a . .
Vincent Gelink

CEO, SYMSON

proven, actionable plan for improving profits through
better pricing. It also assists in advancing your

organisation along the path of pricing maturity.

How? By identifying your current pricing situation and

focusing on steady progress, one area at a time.

Our goal with this pricing guide is to help your
organisation stop losing profits due to pricing mistakes,
identify clear KPIs to measure your pricing process,
prevent profit loss from margin leakage, and emerge

stronger!

This pricing guide serves as your roadmap to better
pricing and greater profits, with a practical plan that
can be implemented today! By using the tips provided
here, you can protect your profits and move forward
with confidence in your pricing strategy. Let's journey

together towards a brighter future in pricing.



12 "low hanging fruit’
Insights & Projects
to get to PMII

Start Here!
Our Process

This matrix presents a list of practical pricing topics and insights to be
gained. We've dubbed these "low-hanging fruit" because they
represent the initial steps to enhance your pricing process, and often

you already have the pieces you need.

Onboarding

Through this programme, you gain access to SYMSON's state-of-the-
art pricing software and tools. Engage in a brief call with our team of
pricing experts and data scientists to grasp how it functions and the

type of information you can extract from your datasets.
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Find your unique Set of
Improvements Projects

With expert assistance from our team, identify the 12 most suitable projects
out of the 24 we offer, tailored to your specific business scenario, industry,
sales volume/history, and product assortment. Our team will recommend
projects that promise the highest efficacy for your unique situation. Based on
your priorities, we will craft a blend of projects aimed at addressing margin

leakage, price list enhancement, or providing margin insights.

Read on to find out more about each project to understand the kind of deep

insights that SYMSON can provide in each area.



SYMSON Workshop

Get valuable information on pricing from our expert team of pricing
analysts and data scientists
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Get the Fundamentals of Pricing
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Workshop: “Improving the Whole Pricing Framework”
Improvements, of course, do not come from better price setting alone. You must develop
and align your capabilities across all pricing-related activities. We illustrate this through

our Pricing Excellence Framework.

This workshop consists of explaining the basic principles of each ‘topic’ mentioned in our

Pricing Excellence Framework.

1. Company Goals, Objective & Strategy

What are your objectives, and how do you plan to monetize your position¢

2. Setting up a STP Based Price Strategy
Defining segmentation for your products and customers, and positioning in your market

and sales channels.

3. Supporting Building Blocks.
Core fundamentals of your pricing excellence, including ‘people’, ‘organization’, and the

necessary ‘tooling’.



Workshop |
Get the Fundamentals of Pricing

4. List Price Management & Price Execution
Automate your current pricing logic and queries. Utilise competitor insights and
advanced, scientifically proven pricing algorithms. Manage channels smartly and

activate a price guidance process.

5. Pricing Capabilities and enablers.

Start leveraging smart insights from:
- Large Language Models (LLMs)
- Business Intelligence (BI) Insights
- Algorithm Insights
- Run Future Predictive Analysis
- Initiate Value-Based Pricing Sessions
- Implement Learning Cycles

- Understand how to become a Hyperlearning Organisation.

Workshop

This workshop aims to provide you with a foundational understanding of what a pricing
strategy entails. After participating, you will have a basic understanding of each part of the
framework. It will help you understand the correlation between “Company Objectives” and

“Pricing Execution®—and everything in between.
Duration: 3.5 hours, from 09:00 to 12:30

Note: Participating in this workshop
will not make you an expert. To become
a pricing expert, we highly recommend
following the EPP Pricing Knowledge

Program.

Join the EPP pricing programme and become a real pricing expert.

See https://www.pricingplatform.com for more information about the EPP academy,

courses and training.


https://www.pricingplatform.com

Workshop II
Identify your current level of price
maturity

Our Price Maturity Growth Plan:

To drive your organisation's growth, SYMSON has designed an acceleration
workshop tailored for businesses keen on advancing their pricing strategies. This
workshop aims to bolster stakeholder awareness, facilitate the adoption of pricing

insights, enhance your knowledge, and ultimately boost your profit margins.

We start with the Pricing Maturity Scan.

Price Maturity Scan

We discover the current state of
your pricing process and explain the
ins & outs of SYMSON'’s Pricing

Solution

Do Price Maturity Scan

Download example report (>

Your Current State

In this workshop, we:

/’\ Process Based
3 o o | Pricing 3.0
o Discover the Price Maturity e - 2
Pricing 2.0
Level Of you r: 4 Algorithm Based
' 7 o
- Organisation Velume Drven

Pricing 1.0

- Price Strategy

- Price Setting & Logic
- Discount Policy

- Tools & Reporting

° Give you insights of the 4 Pricing
Maturity levels

Download Playbook “Discover the 4 Price Maturity Levels (3»



https://www.pricing-excellence.com
https://856772.fs1.hubspotusercontent-na1.net/hubfs/856772/PMI%20-%20Pricing%20Maturity/Example-SYMSON_pricing_maturity_report.pdf
https://856772.fs1.hubspotusercontent-na1.net/hubfs/856772/PMI%20-%20Pricing%20Maturity/EPP%20Maturity-Levels-Information-Brochure.pdf

Workshop Il

Identify your current level of price

maturity

Once you identify your price maturity level (most likely price maturity level 1). SYMSON

can help you create a roadmap to improve your pricing process and get to the next level.

Price List

Management

You are volume driven.

Price Logic in Excel

No Pricing Manager as
Role

Price List Management
logic
- STP basic

- No KVI, Attributes
used

Pricing Lists > 10

Level of Insights
- Via ERP reporting

How find Optimal Price
- Not using Price
Elasticity
- No Value Mapping

Transactional
Control

Improvement projects
for margins in place

Price Logic in Excel

Pricing Manager or
Role exists

Optimal Prices are set
via STP, aligned to
Goals

All vital Pricing Insights
via Bl are available

Pricing Corridors for
Sales in place

Price Lists <10
Starting with Price

Elasticity for Optimal
Price

Full Value
Capturing

You installed value
based strategy and
pricing

Price Automatisation &
Strategy via Tooling

Pricing Algorithm are
used to discover Optimal
Price

- Price Sensitivity

- Price Elasticity

- Customer Algorithm

Optimisation as a
Process of a Learning
Organisation.

Pricing & Discount is
fully aligned with R&D,
Finance, Sales and
Marketing and reports
directly to CEOQ.

TVO replaces TCO.

Pricing

Science

You develop new
disruptive profit
models.
Hyperlearning
Organisation

You optimise prices in
real-time with
advanced algorithms
(machine learning).

You develop disruptive
pricing models. You are
able to find and add
new price drivers to
Price Algorithms as
parts of your Pricing
Process.
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Workshop Il
STP Price List Improvement

What is it?

Segmentation, targeting, and positioning, commonly known as STP is actually a marketing
concept. It is an approach centered around consumers. This STP pricing model uses the
same concepts but applied to the world of pricing and aids in the delivery of tailored

pricing processes to ensure greater margins and revenue.

Segmentation:
Segmentation refers to the process of dividing your audience into smaller groups based on

certain characteristics

Targeting:

Targeting refers to differentiating your price logic based upon the

segmentation of your customers. For example constructors may have different pricing logic
and strategies for different sectors depending on their offerings for that particular

industry.

Positioning:

This involves understanding your position in the supply chain. i.e, whether you are
manufacturing, distributing, in wholesale or in retail selling to the end customer, it’s
important to know how your position in this chain can affect your business. For instance, is
it appropriate for you to be a price leader in certain sectors or is it more beneficial to
follow prices set by the market? \What are additional costs like shipping or platform fees to

consider when setting prices so you can account for margin
What your current situation is, and why it’s not optimal.

Segmentation:

Your current product portfolio is probably classified based on categories, brands or by
country of sale. And prices are decided accordingly. This broad level of categorisation
doesn’t give us much insight into the product and customer buying behaviour. There are
many other ways to categorise your products. For example, one could use the price
sensitivity of the product to create their price logic. They could also use an elasticity
analysis to understand if their product is a Key Value Item or not and price accordingly. A
product that is newly introduced to the market must be priced differently than one that is

late into its lifecycle.



Workshop lli
STP Price List Improvement

Targeting:

Having clear targeting can help you narrow down on the right price for each customer
(group). For example, if you sell toothbrushes. Your price proposal for the same category
of product can be differentiated based on a customer group For eg-The same toothbrush
that can be sold in volume for a hotel industry can be priced lower. However if you were
asked to develop a toothbrush for use on a space craft, even if the product is not that
much different, you can ask for a higher price based on the context it’s used in. \We can see

that willingness to pay varies across different sectors

Positioning:

Knowing where in the supply chain you are allows you to plan your price logic more
accurately for your organisation. For example, the price for an end customer in a B2B
channel will be different than the price that a dealer or wholesaler pays for the same
product. This price that the end customer pays also determines the mark-up that channel

partners in between the manufacturer and the end-customer can put on their prices.

Selling through Channel
Partners : Optimizing Payouts

Manufacturer

l Figure out the target End-User
Price, Then Channel Prices
-
Dealer/ Installer/ “
Large Retailer Wholesaler etc
I T !

\ End User Price Channel Margin Manufacturer Price

>

STP Workshop with SYMSON
This project is a workshop that will help you
- Understand how to formulate a more intelligent pricing strategy
- Get more margin by classifying your products and customers more accurately

- |dentify what price strategies should you apply to each category

The workshop is a great place to start to dip your toes in so to speak! Get a taste of
working with us and the value we can provide. At the same time, get an overview of your
current pricing process and simple upgrades you can make
10
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Margin insights

Get key insights into areas of margin improvement and maintenance by
analysing different datasets like our product mix, your customer lists and
categories, price elasticity, and your order lines

1



Product margin Leakages (1/2)
Product characteristics driving Margin

Pricing Management demo /NL Demo Dannis /B

;35

What is your current situation or Why do you have a problem / Not optimal?
It’s likely that you don’t have your sales data organised enough to have visiblity of your
margin specifically for each product and which of them in your assortment are margin

leakers.

What is it?

Margin leakage analysis refers to the process of identifying, analyzing, and mitigating
factors that contribute to the erosion or reduction of profit margins within a

business. Within this chapter the scope of margin leakages is pricing inefficiencies. We
pinpoint the areas of profit erosion and show with our margin dashboard which products
are priced according to the target margin and which not. Which products need more
attention than others? The margin dashboard gives you a quick overview on which areas
quick gains can be realised. In this project we help you monetize this margin/

profitability dashboard.

Why is it beneficial?

We pinpoint the areas of profit erosion and show with our margin dashboard which
products are priced according to the target margin and which are not. Which products
need more attention than others? The margin dashboard gives you a quick overview on
which areas quick gains can be realised. In this project we help you monetise this margin/
profitability dashboard.

— Cycle — Customer Group

v = NL Demo Dennis v — | B2C v | Segment1 ¥
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Product margin Leakeges (2/2)

How is the Symson Platform helping you with this?

The Symson Platform is offering insights per dimension. Depending on the

set-up this can be per country, region, customer segment, customer group.

Margin insights on Product Attributes

These analyses reveal how different characteristics
of a product affect its profitability. Based upon

product attributes such the brand, lifecycle stage,

performance, key value items, price sensitiveness -
insights can be given to understand which
attributes contribute positively or negatively to the

margin, helping them make informed decisions

- KVI- Products Margin Insights
By analysing the price elasticity of KVI,
SYMSON helps identify the optimal pricing

Margin per KV for December 2022

strategy that maximises margin while maintaining -

or enhancing customer perception of value

- Brand Margin Insights
Understand which brands contribute the most
to profitability, which are underperforming, and oot Exomtion Ohrt

how brand perception influences pricing power

and margin.

+ Product Life Cycle Margin Insights

Determine when to adjust prices to maximise
margins in the maturity stage or manage

inventory and discounts in the decline stage.

+ Product Performance Margin Insights Margin por Produst Performancs for Decomber 2022
Identify high performers that drive profitability

and under performers that may drag on margins.

It enables pricing optimisation strategies based
on performance, helping businesses prioritise
resources and make strategic decisions about w

the product mix.

» ABC Products Margin Insights
Understand how each type of product line

contributes margin to the bottom line.

1

ion

32%

%gg
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Customer Margin Leakages (1/7)

What is Customer Margin Leakage?
Customer Margin Leakage is a phenomenon in B2B wholesale and distribution where there
is a loss of potential profit due to discrepancies between the prices customers are willing

to pay and the prices they are charged.

This leakage typically occurs when the actual price paid by customers does not match their
willingness to pay (WTP), resulting in a gap from the optimal price that a business could
potentially achieve. This gap directly impacts the profitability of a company, as it fails to

capitalize fully on the value perceived by its customers.

What is your current situation and why is this not optimal?
Your customers may not always be paying the optimal price. We will conclude with a
straightforward solution, but let's first delve into some background information to

understand how this gap is created.

Understanding Value Price Gaps
In the landscape of customer pricing, several gaps can emerge between a company's
intentions and the customer's perceptions and actions. These gaps can impact revenue

and profitability.

Customer Margin Gaps
Certain gaps can occur between the value
expectation, the WTP and the realized price

Value
Creation Gap Value
Communicat
ion Gap Price
Policy Gap Brice Setting &
Structure Gap
Price
Execution&
Value Selling
Gap

Value Actual Perceived Realized
Expectation Value Delivery Value Delivery price

14



Customer Margin Leakages (2/7)

1. Value Creation Gap:
This occurs when there's a discrepancy between the value a company believes it is
delivering and the actual value received by the customer. Companies may overestimate

the value they provide, leading to customer disappointment.

2. Value Communication Gap:
This gap arises when the value that a company delivers is not effectively communicated
to the customer. Clear and convincing communication by marketing and sales is crucial
to bridge this gap. Enhanced reporting tools and value mapping can assist pricing

managers in supporting sales efforts with accurate data and insights

3. Price Policy Gap:
Sometimes a product may offer features or value additions that the customer does not
consider worth paying for, leading to a misalignment between the perceived value and

the customer's willingness to pay.

4. Price Setting and Structure Gap:
This represents the challenges companies face in setting the appropriate price for a
product. It takes into account the right timing, customer profile, and market conditions.
Utilizing smart pricing software with sophisticated algorithms can help businesses set

optimal prices, closing this gap and improving margins.

5. Price Execution and Value Selling Gap:
The final gap is between the target price and the price actually realized. This may be
due to promotions, discounts, or ineffective negotiations by sales teams. To mitigate this
gap, companies can provide sales teams with better insights, implement price corridors,

and create more precisely segmented recommended pricing strategies.

By understanding and addressing these gaps, businesses can optimize their pricing

strategies, ensuring they meet customer expectations and maximize their profit margins.

15



Customer Margin Leakages (3/7)

How are we going to help you in our program?

Report Customers with leakages
We will create a graphical map of 'look-alike' customers based on their sector, size, and

behavior, revealing significant differences in margins.

If a customer falls within a group of similar customers — displaying comparable actions and

behaviors — but does not achieve the same margin, it indicates a potential issue.

The outcome of this session with your sales team will be:
a. A list of customers who are not paying enough, potentially leading to increased margins
over time.
b. Feedback from sales indicating that customer segmentation and the reporting
algorithm may need adjustment, resulting in valuable lessons learned. This will lead to

improved algorithms, better customer segmentation, and a new report for sales use

Margin to Revenue level
Discovering inconsistencies between
margin level and revenues

£ 20 Tsd. £ 80 Tsd.

R e T ——

Revenue in k&
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Customer Margin Leakages (as7)

* Net Price Band per Segment

This graph shows a box plot visualisation

that contrasts the net pricing attained
for several consumer segments. This
approach makes it easier to see how
various segments are affected by net
pricing techniques and shows which
ones routinely result in higher or lower
prices than others. This can assist
companies in modifying their pricing
tactics to reduce leakage and maximise

profits for various clientele groups.

Discount vs. List Prices

This graph shows the distribution of
discounts granted on items in relation
to their list prices. Discounts require
approval at different levels, denoted in
this graph by Authorization Level 1 and
2. Businesses may use this visual aid to
better understand their discounting
procedures and determine if they are
maintaining preferred discount ranges.
Additionally, it can show whether
discounts are routinely too high or too
low, which could result in sales losses

or margin leaks,

Graph 2: Measuring net price band per

segment (per product)

Net Prices Per Segment (JP/O/25/24)

Graph 3: Measuring % discount vs list prices

Authorization Authorization
LEVEL1

TARGET PRICE
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Customer Margin Leakages (5/7)

Portfolio Analysis

The cumulative profit curve shown by Portfolio Analysis divides clients into three groups:
Profitable, Marginally Profitable, and Unprofitable. The most profitable consumers usually
cause the curve to start high, flatten as it approaches moderately profitable clients, and then
drop at the unprofitable portion. The percentage of customers that contribute to
profitability against those who do not may be found in this graphic, which also shows the
moment at which customers stop being profitable. Businesses may use the graph as a tool to
evaluate their client base and decide where to concentrate their efforts on customer
retention, where to increase efficiency, and perhaps which customer connections require
reassessment because of their bearing on profitability. The general health of the company's

client portfolio may be inferred by analyzing the curve's form and slope.

Portfolio Analysis

Profit plots give insights in possible margin leakages per product or customer.
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Customer Margin Leakages (6/7)

« Customer Product - Mix
A price mix portfolio allows companies to identify how price and sales portfolio mix
affects customer profitability. Ideally this analysis is done periodically to identify gaps in
customer’s product mixes and their profitability. In the below visual, we can see a sample
of this type of analysis. Here we can see the impact of price increases or decreases on a
specific customers product mix. This type of analysis is especially useful for B2B
companies where each customer contributes a significant proportion to the total

margin or revenue, as is displayed in the Customer turnover visual.

This allows companies to align price realisation across customers and drive portfolio mix

changes via smart commercial policy.

8 Step guide for high
performance pricing teams

Pice Mix Analysis Impact of price and mix on
customers profitability
Il Mix Effect

Price Effect

Why to Identify how price

conduct rtfoli Customer Margin
Price-mix mix affect customer Percent
analysis profitably

Whento Periodically to ensure
use i

portfolio mix

What data Customers turnover,

do we cost and profit, Can

need? done on gross profit
or Pocket profit

Align price
realization across Turnover
ME

commercial policy 1“5
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Customer Margin Leakages (7/7)

How are we going to help you in our program?

« Learning from our customers based upon customers attributes.
In Symson these reports are available. They allow you to filter by country, region, and
customer group to select customer attributes, which then provide insights into margins
per, for example:
- Gender, Age, Region, City
- Sector
Revenue group
Loyalty card yes/no

- Sales channel ‘entry’

Showall - Margin per City for December 2022

100%

December 2022

§

100% Margin
Cost

MMMMM

+ Measuring net margin, Customers per Product
This scatter plot shows the net margin (total margin divided by volume) for various
customers buying a certain product. The graph shows how net margin and volume sold are
correlated, showing whether higher volumes result in higher margins or whether certain
transactions (shown by the boxes) vary from average. This can assist companies in
determining which client interactions provide the most profits and which might be leading

to margin leaks.

Measuring net margin, Customers per product

Total Margin/Volume

o

&
]
2
5

o

n tons)
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Product Portfolio Leakages

What is it?

Product portfolio leakages refer to aspects of a company's product mix that negatively
impact overall profitability, essentially causing a "leak" in potential margins. These
leakages can arise from various sources within the product portfolio, leading to reduced

effectiveness of pricing strategies and overall financial performance.

Why your current situation is not ideal?

Here are some possible ways that you’re experiences leakages in your product portfolio.

- You have inconsistent pricing across the portfolio which lead to margin erosion. You
may be underpricing high-value products or overpricing items that are sensitive to price
competition, both of which can detract from overall profitability.

- You may be pricing products which have a high cost-to-serve relative to their selling
price (eg. those requiring specialized support, complex logistics, or high levels of
customization) too low, leading to profitability leakages

- You have obsolete or slow-moving Inventory products tie up capital and resources
(costs of holding, discounting, or writing off) that could be more profitably employed
elsewhere.

- You experience cannibalisation which is when a new product eats into the sales of an
existing, potentially more profitable product without sufficiently increasing overall
volume or commanding a higher margin,

- Your Promotions and Discounts are ineffective i.e, they do not lead to a sufficient
increase in volume or that erode the perceived value of products can result in

profitability leakages.

Why is it beneficial to analyse product leakages?

A better product mix refers to a strategic composition of products that a company
offers, which is optimised to enhance overall profitability, rather than just focusing on
sales volume or market share. This optimisation involves balancing the sale of high-
margin products with lower-margin ones in a way that maximises total profits. By
adjusting the product mix towards more profitable items, businesses can reduce or stop
profit leakages that occur when the potential margins are diluted by sales of less

profitable products. Here's how a better product mix can stop profit leakages:

21



Product Portfolio Leakages

How we help you in this 12 Step Programme

Let’s start with a clear disclaimer. The blue images as shown in these (1/7) pages of
“Product Portfolio Leakages” are recommendations for you to create in your Bl -
reporting system. Symson delivers an Microsoft PowerBl environment, where you are

able to create all these.

What do we do?
First of all we deliver you the data en PowerBI environment. Secondly we provide you a

couple out of the box insights, as you could also see as white/yellow images.

- ldentify products with the best profit margins and finding ways to increase their sales to
increase the average margin per sale

- Use dynamic pricing strategies that take into account demand elasticity, competitor
pricing, and cost to serve to adjust prices without losing sales volume

- Analyse the product portfolio to identify and discontinue underperforming or low-
margin products that are not strategic to the business.

- Implement cross-selling strategies and product bundles that combine high-margin with
low-margin products to increase overall basket size and margin.

- Use data analytics to continuously monitor sales performance, customer preferences,

and market trends to adjust the product mix proactively.

What data do you need?

In order to be able to deliver these insights, it is crucial to have

4 main important Customer attributes, for example such as <gender>, <theme/sector>,
<region>, <age group>

- 4 main important Product attributes. Please select the attributes that are price leavers,
like <Brand>, <KVI>, <Product LifeCycle>, <ABC>,

. Historical data of invoices (or orders)

22
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Price List Improvement

This chapter explores essential considerations to evade the pitfalls of
current price list management, emphasising its critical role in effective
pricing strategies. It pinpoints common mistakes and assesses your
current position on key issues. If you're tired of missing out on potential
earnings and believe your pricing could be enhanced, this section will guide
you towards significant financial improvements through
smarter pricing practices.

23



Product Re-Segmentation Insights (/3)

What is your current situation and why is this not optimal?

Let's start with a direct statement: Your pricing logic has not been fine-tuned to
incorporate margins or discount structures based on attributes such as KVI products,
brands, materials, product lifecycle, elasticity score, or the price sensitivity of your

products.

Your current product segmentation and hierarchy appear to be designed from a
standpoint suited for eCommerce or reporting, yet they have not been fine-tuned to
optimise margins or utilise price levers effectively. Your pricing strategy likely does not
consider critical attributes such as KVI products, brands, materials, product lifecycle, or

elasticity scores.

Your current product portfolio is likely categorised based on a margin over cost (or a
market price down approach), organised by product categories, brands, and/or countries
of sale. Such broad categorisation provides limited insights into product and customer
buying behavior. There are many other effective ways to categorize your products that

could offer deeper insights and enhance your pricing strategy.

What is a product segmentation optimised for Pricing?

Product segmentation involves the development and implementation of pricing strategies
based on the segmentation of products within a company's portfolio. This approach
recognises that different products or product lines may have distinct characteristics, value
propositions, price sensitivity, and market demands, and therefore, they should be priced

differently to optimize overall profitability and competitiveness.

Product Segmentation Dashboard (all data)
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Product Re-Segmentation Insights (2/3)

How can we help you in this 12 step programme
Based upon a data analysis we examine how your products are performing in price
sensitivity, margin, revenue and we offer ideas based upon extra dimensions (when

available) to show insights within product categories (sub or main)

In this step of the programme we discuss your current product segmentation and try to
identify:

- Commodity products

- Brand

- KVl and non-KVI Products

- Product Life Cycle

- Understanding the price sensitivity of products (via Price Elasticity or Price Sensitivity

Analysis)
- ABC Products
- Cross Sell products

You can use these insights, to use a mix of price strategies that best suits each product
segment. In this project we use the new mapping to give suggestions which pricing

strategy could be more effective to increase the margin or revenue.
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Product Re-Segmentation Insights (3/3)

An Example of how to re-segment your products.
There is no ‘one size fits all’ answer. But generally speaking we could advise to use the

following attributes or price levers to get your price logic a bit more refined;

You could apply price logic based on
- the price sensitivity of the product to create your price logic.
- key value Items within your category.
- using the price life cycle: a product that is newly introduced to the market must be
priced differently than one that is late into its lifecycle.
- cheap or expensive products
- the uniqueness or brand of your products
- the margin category of your products (abc)

- color, material, theme, customer group, etc

How is the Symson Platform helping you with this?
We can use the SYMSON platform to
- run an analysis on all your products and measure on the above parameters. Once we
have the data insights you need,
- we can set specific and unique price strategies for each segment that best captures
most margin. Symson is very flexible in applying price logic. Here’'s what that looks like
<apply Minimum Protection Margin> + < apply X% margin> to

<Sub - Category> <Brand> <KVI> <LifeCycle> <Theme>

Related information:
https://www.symson.com/blog/stp-marketing-model

https://www.symson.com/crash-oour‘se/produot-segmentation
Workshop STP Pricing

What do you need:
- Data of your Product assortment, Category (Main, Sub, Sub-sub), Brands, Product
attributes relevant for pricing segmentation.
- Cost price of your products

- Historical order lines
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Customer Segmentation (/3)

What is your current situation and why is this not optimal?

Your current customer segmentation is most often based upon revenue size and/
or sector. This is a good start. However, to include customer behaviour and
preferences into your pricing strategy it's interesting to discover what are the
buying habits of each customer. Currently, not incorporating this aspect may

result in missed revenue opportunities

What is it?
Customer analysis or customer clustering is a data analysis technique that
involves categorising customers into distinct groups or segments based

on common characteristics, behaviours, preferences, or purchasing patterns.

Why is it useful and beneficial
The primary goal of customer analysis is to gain insights into the diverse
needs and behaviours of different customer segments, enabling businesses to

tailor their pricing strategies in order to be more successful.

The primary goal of customer analysis is by gaining insights into the diverse
needs and behaviors of different customer segments, to enable your business to

tailor their pricing strategies and by doing this improving your margins and
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Customer Segmentation (2/3)

Deliverable: How are we going to help you in this 12 step programm?

In this project we analyse the buying patterns of all customers and make a new customer

segmentation based upon for example: Key Value Item preference, Brand Preference,

buying product mix situation or Location Preference. With this insights you can tailor your

offering.

We will deliver and demonstrate a new dimension of how you can segment customers. For

example how you can group/ segment your customers on:

Revenue based upon our data science insights

- Sector or industry

Brand or product attribute preference

- Customer loyalty score/ level

Local or regional situation

- Customer behaviour

Purchase patterns, such as Product Mix Situation and Retention

Number of Invoices

14.0

12.0

10.0

8.0

60.0

2.0

Customer Analysis & Segmentation

Average number of Invoices per Leading Product Group
Cosine Metric

S AV M AT

Lead1 Lead2 Lead3 Lead4 Lead5 Lead6 Lead7 Lead8 Lead9 Lead10 Lead1l Lead12 Lead13 Lead14 Lead15 Lead16 Lead17 Lead18

Product Groups

—— Customer Cluster 0 —e— Customer Cluster 1 —o— Customer Cluster 2 Customer Cluster 3 —e— Customer Cluster 4
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Customer Segmentation (3/3)

Use cases & examples

Customer-Centric Market Segmentation Matrix Model

6 Key Takeaways-

Demographics analysis based upon
age, gender and education.

Demographics Geographical tocucy
- Age
- Gender ) gou.ntry
- Education + hegion Target e Geographical analysis based upon
z Reached country, region, etc.
o
5
=
o
Segments n
g 9 Execution Psychographics analysis based upon
% personality, lifestyle & social status
X
3
Psychographics Behavioral
- Personality - Purchase behavior o> Behavioral analysis based upon
- Lifestyle - Benefits sought purchase behavior, customer loyalty,
- Social Status - Customer loyalty Distribution etc.

{

How is the Symson Platform helping you with this?
By applying this method you could discover new dimensions for making price lists. In
Symson these dimension can be taken into account to generate a specific price list per

customised customer group.

What do you need?
The minimum requirements for doing this exercise is your historical invoice data and domain

knowledge about your products.

Desired data:

Customer information including relevant attributes
Historical invoice data

Product attributes

Related workshops:
STP Workshop
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Customer Loyalty /4)

What Is Your Current Situation and Why Is It Not Optimal?

Scenario 1:

Each customer has once been labeled according to a specific customer group, thereby
connecting them to a related price list. In your current setup, customers are rarely
'resorted’ or 're-segmented' into another customer/price list, despite changes in their

behavior or results.
By managing this process in a 'static' way, you're missing out on potential margin!

Scenario 2:
Do you know which customers are loyal and which aren't?¢ How do you define this? Is it
merely based on 'gut feeling,' or are you leveraging a data-driven approach to guide your

sales team?¢

Are you adjusting your prices in real-time based on customer loyalty scores?¢ Are you
dynamically re-segmenting them?¢ Are you utilising smart data¢ If not, there's significant

room to optimise how you interact with customers.

What is a Customer Loyalty Analysis?

The Symson Customer Loyalty Analysis calculates a score by analysing factors such as
buyer frequency, retention, purchasing patterns, and customer attributes, along with
market conditions. Additional elements outside this scope may include support tickets,

NPS Score, transport quality, and customer satisfaction metrics.

How to Implement Loyalty Pricing in Your Business

Import customer and product
attributes into Symson

Import orderlines into
Symson

Use the loyalty score of your
customers

Change prices upon
these score

0000
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Customer Loyalty (2/4)

Which Customers are loyal?

Sensitivity Drivers determines...

Product Type A vs. B

Buyer Frequency of
Customer

/ N \ Buyer F £
. . ) N\ N O R yer Frequency o
Competitor Intensity ( Products

Customer Loyalty Score \: ) 7 ~ 7 Price Change Frequency

Product Lifecycle Brand Value

How is it Useful and Beneficial?
By utilising customer loyalty scores, you can optimise prices in the following ways:
a. Apply an additional margin or markup for customers loyal to your current price list.

b. Offer an additional discount to non-loyal customers on these price lists.

Leverage data insights from scientifically proven analysis to:
Encourage sales actions towards non-loyal customers.
Increase margin from loyal customers.

Drive more data-driven discussions.
How Does the Symson Platform Assist You?
The Symson engine is essential for running the analysis.
Our price engine automatically recalculates prices based on a customer's loyalty score.
Then, a price adjustment or "sweet spot" is determined based on the score, aiming for

satisfied customers and maximizing profit.

Curious to see how Symson can optimize your margins with smart pricing algorithms?
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Customer Loyalty (3/4) e

Which Customers are loyal?

How SYMSON is going to help you in our programme?
We provide the loyalty score for the customers provided (based on the definition of loyalty

we establish).

What do you need in order to use Customer Loyalty?

- Customer information, including relevant attributes.

- Historical invoice data.
- Product attributes.

I T— --
i S -- m:ﬂﬁ
|

Customer Loyalty Scaore
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Customer Loyalty (asa)

Win 1% margin... How? Automatically reprice
based upon loyalty score.

How to Use Customer Loyalty Score, in its best form ?

This approach, outlined below, is an integral part of our "Tailored Algorithms" package.
Unlike our other plug-and-play features, the price levers need to be configured to fit your
company-specific model. Our team responsible for Custom Algorithms can incorporate

'often used price levers' such as:

- Buyer Frequency of Customer - Return Complaints

- Customer Product-Sale Mix - Customer history behaviour
- Order basket status - Brand engagement

- Source Sales Channel - CRM values

The Customer Algorithm computes a loyalty score by analyzing various customer behavior
metrics. When combined with your CRM data (e.g., Customer Sector, Region, Gender, Age,
Growth Potential, etc.), it can predict an optimal price and re-segment your customer

groups. Once you have your customer loyalty score, you will be able to:

- Auto-adjust current customer prices by +/- 1% or +/- 2%.
- Score each Customer Price Driver.

- Change Customer Group based on Loyalty Score.

Being able to measure and incorporate this information into your pricing strategy is

paramount to optimizing your margin/revenue—and keeping customers satisfied.

el il

Drivers Weight Label Ratio Suggest
Buyer Frequency o NENNURNNNNN ;  Cender 0 Strategy: Changa Price
Customer Sales Mix eSS e — :
. Age 0 Srouom i
Customer Loyslty Score T LAt
o IO o | Cowg e e
Product Delivery Time r following % would make sanse.
o DN :  Svwegolevl | 2
Source Sales Channel +
o MENNNNGN ;  FeowoSee | 1 Actions
Order Basket |
Use recommeanded margin
Return Complaints J o _'3 ! Siecrms s bt 2 He-segment customer groups D
Brand Engagement o T : Region 2 facon
Group & v D
+ Determine most ralavant + Determine sensitivity for each + Define customer segment
customer specific price relevant driver using multiple groups to spot price Group B v D
drivers sources sensitivity for different
products Group C v D
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KVI Products (1/3)

What is your current situation and why is this not optimal?

Promoting too many products on Google and Amazon shopping to gain more market share

and revenue may lead to pricing too low on numerous products.

As a result, companies may experience revenue growth but a significant drop in margins.
They notice that products in the basket are being priced lower, but these are not the

products that attract customers to the store.

Conducting a KVI analysis beforehand would reveal that certain products are being
promoted incorrectly. Adjusting prices accordingly, by raising prices on certain products

and lowering them on items that attract customers, can help rectify this issue.
Identifying KVI products allows for cross-selling opportunities to increase the basket value.

What are Key Value Items?

Your Key Value Items are the products that your customers pay the most attention to
when it comes to pricing. They're memorable and often play a big role in how customers
perceive the overall value and pricing of your store or brand. Likewise, it influences their

shopping decisions as well.

For eg, IKEA sell breakfasts for approx. only €2,29. Such low prices of necessary items
attract people to their stores. This increases the chances for those customers to purchase
other items which are relatively priced higher. So, while the breakfast prices aren’t earning

enough margins, they are able to gain margins on other items.

For e.g. Vink, a B2B Distributor of all kinds of Plastics to construction market, the KVI
Products could be the ‘Cut to Size’ option to ‘cut’ the plastic for their customers. If this
service will bring the customers to their ‘store’, they could change the prices of the non-

KVI products a bit to get more margin.
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KVI Products (2/3)

What is the importance of leveraging KVI in your pricing process?
Understanding KViIs is like having a secret code to customer psychology. Many businesses
rely on gut feeling or sales managers' intuition to figure out what these items are. But in the
age of data, this traditional approach is like using a compass when you have a GPS.
Leveraging data to identify KVIs can lead to smarter pricing strategies. It's about
combining human insight with quality data to make pricing decisions that resonate with

your customers and boost your business. It helps:

- Getting customers to your store/shop by creating successful promotions
- Generate more overall profit.
» Enhanced customer perception than competitors.

- A higher margin on products that are not price sensitive.

A Product

h 1 1
| strategy |
I I

KVI scorer

Sales event optimizer

Introductory Price
Optimizer

Introductor
strategy

Exit
strategy

KVI

strategy
Competitive response optimizer

oo o

>
Time
The relationship between decision-making components and pricing strategies
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KVI Products (3/3)

Deliverable: How are we going to help you in this 12 step program?
Employing SYMSON to identify your Key Value Items can transform your pricing process
into a precise, data-centric operation. By analysing extensive transaction datasets,
SYMSON can accurately identify the items within your assortment that significantly

impact customers' price perception and overall sales volume.

This analysis extends beyond mere sales volume or revenue generation, focusing on how

these items shape customer perception of your price positioning in the market.

The result is a report, that gives nuanced understanding of which items truly drive your

pricing strategy, allowing for more targeted and effective pricing decisions.

Platform: How can SYMSON help you with leveraging your KVI products?
SYMSON acts as your intelligent assistant in this journey. It provides a clear and analytical
overview of the Key Value Items in your assortment. This insight allows you to focus your
pricing strategies around those products, ensuring they are priced in a way that's

attractive to customers and beneficial to your bottom line.

This approach enables retailers to align their pricing strategy with the nuanced dynamics
of customer price perception. Likewise, it ensures that the pricing of KVIs is optimally set

to enhance competitiveness and profitability.

Organisations must be open to shift from intuition-based to data-driven decision-making
for this to take place. Plus, this approach is helpful for brands aiming to optimise their

pricing in a competitive retail landscape while maintaining healthy profit margins.

Key Value Definition

Key value items should account for at
least 15 percent of category sales

Price Sensitivity

Example of pyramid structure for assigning target price levels  High - A

Item role Share of sales Definition

Items that are often
included in baskets and
drive price perception

Key Value Item

Items that are infrequently bought,
Foreground 20-40% have a low share in baskets, and do
not drive price perception

BaCkground Long-tail e ol r‘arely
bought and are relatively cheap 36



Price Watch | Market Price Insights (/3)

How to Track & Monitor Competition and
Stay Ahead (in B2B scenario)

Price Levels for Simular Customers From O7/04/2022 to 21/04/2022 More v
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What is your current situation and why is it not optimal?

1. You probably don’t regularly use competitor prices because the data is hard to find in your

B2B situation. Prices are not transparent and are most often hidden behind a “login”.

2. Salespeople are showing you proposals from competitors, which suggest that your prices

are too expensive.
a. You are not storing these competitor prices in a database to build historical monitoring.

b. You are not recalculating or re-engineering the prices of competitors according to
their price logic, such as their cost-plus (markup) percentage or market price down
discount structure. Moreover, if you do this, you are not saving this information for

overall and historical insights..

3. You are not scraping their B2B portals or importing price lists (as PDFs or Excel files) to

gain historical insights and to understand the correlation to your price level.

4. You are not scraping the B2C prices of competitors like Amazon, or the prices of
companies in your chain, to recalculate the margins and price in your market vertical to

organize a smart price policy.

5. B2B companies are always monitoring each other’s prices. We’re guessing you are not

100% certain who is following whom. Want to find out?

For manufacturers, here’s what we can research in this project:

- What alternatives are available in the market (per country).
- Similar brands.

- RRP (Recommended Retail Price) alignment and monitoring in your distribution channel. Is

your RRP being respected by your partnerse

- The same product being sold by different companies.
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Price Watch | Market Price Insights (2/4)

What is it Competitor Price Monitoring?
Gain insights into the competitive landscape for your products, including the prices of

alternatives, across different countries.

Why is it beneficial?

Competitive pricing provides numerous advantages, including:

. The objective of competitive pricing is to understand the relationship between your price
levels and those of your direct competitors, as well as alternative options in the market.
This involves analyzing how the competitive landscape varies by country and its impact on

your pricing strategy, especially in terms of its correlation with product demand.

. The goal is to develop a pricing structure that identifies the optimal price point, closely

aligning with the highest willingness to pay while considering the competitive environment

in each country.

. This process also includes gaining insights into the pricing strategies of your direct B2B

competitors and understanding the interaction between your prices and market demand.

. Additionally, it's crucial to assess the extent to which your Recommended Retail Price

(RRP) is maintained in your market

. Understanding that the dynamics of competitor followings is key to avoiding a race to the
bottom.

How are we going to assist you in this 12-step program?
In this project, we will investigate how extensively we can find competitor prices for your
product portfolio. We will:

- Explain advanced techniques to help you identify competitor prices.
- Demonstrate how custom website and B2B portal scraping works.

- Provide competitor scraping for all desired products based on EAN, Keyword, or SKU

searches on marketplaces or Google Shopping.

Out of Scope:
- The setup of custom scrapers for websites or B2B portals is beyond our scope (though we

will show you how this is done).

- Scrape costs per instance are additional and will be detailed in our quote.
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Price Watch | Market Price Insights (3/3)

How is the Symson Platform Assisting You to Monitor Competitors?

View competitor and alternative product prices within the Symson portal.

Reprice these based on several variables.

Export these prices via CSV or connect to our API.

Organize 'Re-Pricing' according to your preferences in relation to competitors.
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Price Watch | Market Price Insights (asa)

Related Resources for more Clarity
- Competitive Pricing Webinar: Watch the 45-minute video.

- How Scraping Works: Watch the 4-minute video.

- Symson Interface: Learn how to configure and view competitor prices in this 3-minute

video.
What you will Need to Use Competitive Pricing

Provide Preferred Sources for Price Scraping

- URLs for custom scrapes, such as specific websites or B2B login portals.

- Desired marketplaces for scraping, including Bol.com, Coolblue, and via Google and

Amazon Shopping APls.

- Criteria for open Google searches: Use product names with filters to narrow down results

to specific <packages> or <keywords>.

Submit Detailed Requirements for Comparing Prices to Alternatives:

- List alternatives in the market by country.
- |dentify other brands offering the same products.

- Specify white-label brands for the same products.

Outline the method required to activate these alternative scraping options, including:

- Website URL.** (for B2B portal scraping we need an username & password).
- Product page URL.
- EAN, SKU for marketplace scraping.

- Keywords and filter keywords for custom scraping.

- Manually (B2B): Import Excel with competitor prices of your competitors (available at your

sales team © )

**Note: Symson is able to automate the search for URLs of Matching Products for

Alternative Products via Auto Al Match based upon product attributes !/

Support for Manual URL Collection:
- |f manual effort is needed to collect URLs, our content team in India can assist in this

process.


https://www.symson.com/crash-course/competitive-pricing
https://www.youtube.com/watch?v=fRVTjl1tg4o
https://www.symson.com/crash-course/competitor-pricing-solution
https://www.symson.com/crash-course/competitor-pricing-solution

Invoice | Order Basket Analysis (1/3)

Insights in popular order combinations for KVI Insights,
Customer Specific Assortment and Pricing, and much more!

What is your current situation and why is this not optimal?
Problem 1: Do you know which promotions are giving you new market share? You must
know which are your most important (KVI) products (per customer group) in order to

activate the best promotions! So what are the your KVI products@¢

Problem 2: If you currently do not have specific customer specific price lists, you are giving
customer discount on products that are irrelevant for them, and therefore you are missing
out on margin! You do this, so you are able to manage your prices (avoid creating too many
price lists). Or you may have too many price lists. For eg, a specific price list for each
customer group, which brings maintenance issues and makes it harder to do active price
management on all these specific customer lists. (in this case you need a pricing tool like
Symson to maintain it automatically and to generate the customer product price lists

dynamically. The 12 steps programme cannot help you here but our tool can)

What is it?

An analysis for all the baskets and orders. This can be done, if desired, for one specific
customer group. Basket analysis or Invoice Analysis, is a data analysis technique used in
retail, e-commerce, and wholesale to discover relationships between products that are
frequently purchased together. The goal of basket analysis is to identify patterns and
associations in customer shopping behaviour, helping businesses understand the
relationships between different items and improve various aspects of their operations, such

as product placement, cross-selling, and targeted marketing.

Basket Analysis & Key Value Item Definition
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Invoice | Order Basket Analysis (2/3)

Why is it beneficial?

Analysing order baskets, in combination with the Key Value Item identifications, we can

make intelligent, data-driven strategies to increase the share of wallet of organisations.

By analysing order baskets, combined with the Key Value Item identifications, we can make

intelligent, data-driven strategies to increase the share of wallet of organisations.

- You can use this to optimise your pricing, creating a KVI attribute and KVI pricing

strategy/ discount rule.

- To understand which products, you should use to create the most successful promotions,

to gain more market share.

- Get insights in the main products per customer group, which allow you to create customer

specific assortments and pricing.

Increase Margin due no

loss of generic price lists Customer Specific

Products

Tailor promotion for
higher conversion

What can you do
with order basket
analysis

What value do
you create

Customer Group
product lists

Increase customer
engagement

Most important
KVI-Products

Increase sales
and revenue
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Invoice | Order Basket Analysis (3/3)

How are we going to help you in this 12 step programme?

In this project we analyse what are the most common baskets / order combinations so that
you make smarter decisions on how to increase the share of wallet by optimising your Key
Value Item price.

We deliver any ONE of the following reports and insights (choose one option)

Option 1: Does a KVI Pricing Strategy contribute to a higher margin2

What is the financial impact of applying a strategy where we reprice the KVI products more
attractive and slightly increase of the Non-KVI products¢ \We deliver the impact of this

popular and often used strategy for your business.

We therefor deliver reports of:
- Top KVI Products; This insights will give you a more detailed view on your KVI products. \We
identify your most important KVI products, so you know which of the KVI products are

bringing the customers to your company/store.

- Top 100 Most sold products from baskets: In this project we give you an overview of the
top-100 most sold baskets.

Option 2: What would be the best customer specific products for pricelist or promotions.

- Customer Specific Assortment; A report of the main products for 1 customer group, which

allow you to create customer specific assortments and pricing.

- Personalised Promotions: A promotion report with the most important (80/20 rule of
Pareto) KVI products, that can be used to understand which products, you could to create

the most successful promotions, to gain more market share.

How is the Symson Platform helping you with this?

- The Symson engine is used to gather these reports.

- The Symson platform is able to activate and automate a separate price rule for the KVI
products (per category), so these products are priced differently in order to be more

successful.

- Symson can use the ‘customer specific products for a customer group’ to specify a specific

pricing. By doing this, the price logic is automated,
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Long Tail Product Analysis (1/2)

What is your current situation?

Your current situation could be that you have the time and resources to monitor and
optimise only 10% of your products. These are most often the fast movers and most
successful products in your assortment. The remaining 90% also leads to sales and margin,
but it could be a challenge to optimise them due to a lack of data, tools, resources or
insights.

What is a Long Tail Product Analysis?

Long tail products are products that are less mainstream. Companies undermanage the
long tail because they lack transparency into the true costs of complex products and
because they find it too time consuming or expensive to use sophisticated pricing tools
such as choice-based modeling, value estimates, customer value-perception surveys, and

competitor value maps.

Why is it useful and beneficial?

What often occurs is that 20% of an organization’s products receive 80% of the attention
from sales and management while accounting for only 50% of the company’s profits. This
means 80% of the company’s products are undermanaged, even though they account for
the remaining 50 percent of profits. These products represent little revenue individually
but significant margin upside collectively. If they were managed better, they could generate

meaningful results.
By not actively managing long-tail pricing, companies miss out on opportunities to capture
the full value potential of their product portfolio. In this project we are analyzing which

strategies could be effective to increase the margin or sales of the long tail products.

Theory : Online Channels Will Fatten the Long Tail

SALES

Niche
Products

Standard
demand curve

Growing sales
and profits
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Long Tail Product Analysis (1/2)
Questions we answer in this project

. How do we define a long tail product®?

. What is the reason for a product being a long tail product?

There could be various reasons such as lack of displaying, out of stock or wrongly prices.
. Are the long tail products consistently priced with the the overall pricing strategy?®

. Which optimisation can be made in the long tail based upon competition, elasticity or

product uniqueness?

How are we going to help you in this 12 step programme?
We give you insights into the reasons why these products are long tail products. Based on
this information we provide you with ideas, tactics and strategies to increase the volume

and to move slow movers into fast runners.

How is the Symson Platform helping you with this?

The Symson Platform gives you insights and analytics, volume, price elasticity, competition,
stock position and more. the Insight & Learn Module analyses the data and delivers
valuable information for optimising your assortment, margin or revenue. Intuitive and well
organised, the dashboards neatly present the market reaction to price changes in the past,

enabling you to make better decisions for future strategies.

What do you need in order to use Long Tail Product Analysis?

We need OrderLine Data according to our Symson Data Format.
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Insights in your Elastic Products (1/7)
Elastic Products

What is your current situation and why is this not optimal?
In your Price Policy and Price Setting you are not yet using Willingness-To-Pay (WTP) as a
driver or Price Elasticity principles insights as the foundation of your pricing. Why is this

not optimal? You are leaving money on the table!

What are Elastic products?

Price Elasticity refers to the responsiveness of the quantity demanded of a product to a
change in its price. Price elastic products, also known as elastic goods or goods with
elastic demand, are those for which the quantity demanded is highly sensitive to changes in
price. In other words, small changes in price result in proportionally larger changes in the

quantity sold.

Definition of Price Elasticity

Price elasticity describes how strongly the

e demand of a product reacts to a price change

(index)

|roric2e0 ;la:t_i;itv D e fi n i t i O n

-10%

* Price elasticity is a measure of the
relationship between a change in
price and the change in demand of a

prica product.

volume
function

* A more negative price elasticity
means a stronger decrease in volume

: : based on a price increase
a1 < > @2 price (index)

46



Insights in your Elastic Products (2/7)

Elastic Products

What is the importance of leveraging Price Elasticity in your pricing process?

Price Elasticity, if used correctly, is extremely powerful to predict optimal price points of

your products!

Set optimal prices to optimise margin with an average of 2%

Set prices for optimal revenue to gain market share

Optimise current mark-up % or discount structure using insights of Price Elasticity to

gain more Margin

Forecast impact of promotions on quantity in combination with price. (Scenario builder)

Set your desired market positioning .

14.0%

12.0%

10.0%

8.0%

6.0%

Marketshare (%)

4.0%

2.0%

0.0%

——> Overall price elasticity = 2.66
1% price increase—

12.1% .
° 2.66% drop in market share
But not every part of the curve
is equally elastic
| T T T T
7,360 € 7580 € 7,800 € 8,020 € 8,350 € 7,680 €

Product Elasticity

@B Elastic @B Inelastic

‘ 1479

‘ 1359

Qs D Il O

120

Products
/ ’

All Products Product Group A Product Group B

Products

e

Products

/

02 Thi

= Suggested price for optimal revenue Suggested price for optimal gross margin
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Insights in your Elastic Products (3/7)

Using Price Elasticity is powerful but hard as well!
How to use it correctly!

While the concept of price elasticity seems to be straightforward and can be extremely

powerful, in practice elasticity is often quite complex for a couple of reasons :

It Only works for 30% of the products. Price Elasticity only works for 30% of your products.
So powerful; yes! But how do we get to the optimal price for the other T0%2 (Use price
Sensitivity Algorithm!)

- Data Quality is insufficient: You need sufficient data, with enough variation and correlation for
the price to quantity sold.

- Economic period is not stable: Price elasticity should be seen in a wider context. Price
elasticity is powerful in a normal economic situation, where off-course competitors are ‘active’,
as well as promotions, but you need to be aware that it is influenced by a lot of factors,
including; price awareness and perception, price communication, price/value perception,
buying behaviour, seasonal influences, channel, unstable economic situations, for example
COVID or Price wars....

- Variation Per Country or Region: Price sensitivity varies per customer segment. Different
segments exhibit differing awareness of prices - and different consciousness of price.

- Variations Per customer group: Price elasticity varies within your portfolio.

Conclusion:
Price elasticity is rarely linear. l.e a price can get so low that customers suddenly start
questioning credibility, or so high that customers cannot believe that any product benefit could

be worth that price. But it’s definitely worth doing the research keeping in mind the complexity.

And this is exactly where Symson comes inl Symson helps you to

- configure the period for economic stable situation.

- calculate the price elasticity on product level,

- provide you with a data quality score, so you know for which products you can trust the

elasticity outcome.

Data Qualit : Individual measures :
Y iCe o6 Ol *Suggested Price for Optimal Gross Margin

Count score :
O 82 Variance score : 0,95 -
3 Correaltion score : 0,74 ’ ® Data Points b
@ Ignored Data Points Aé °
5k Estimation ° ® b

- Optimum Price °

Overall data quality Count score5%
Variance score 35%
Correaltion score : 65%

2.5k

o

® *Onits sold per week

Model accuracy : Impact on Gross Margin

-2.5k

0,89 139% } "

0.75 1 125 15 1.75 2 2.25 25
Model fitting measure Price change impact Price ()

RMSE : 363.31 I I W TR



Insights in your Elastic Products (a/7)

Practical use cases of Elastic Products

Run Scenario’s and define Impact of new prices.

You can use Symson scenario builder to predict the future.

Demand forecasting

Impact analysis of new prices

Optimal Prices for Promotion Price to sale of inventory

Setup scenario

Order

lines

3.83

0.67

0.33

2.08

0.58

15

275

Scenario name

Average

price

€7.73

€819

€284

€3.74

€8.72

€4.87

€248

€4.05

€4.66

Current

price

©47.07

€49.93

€17.40

€23.21

€55.01

€29.71

€15.15

€24.82

€28.69

Filter on product performance

Demand elasticity modelling method

@ Linear
O Logistic

Filter on attributes

O Constant Elasticity

Current

cost

€3112

€33.64

€11.58

€14.95

€33.24

€19.83

€10.58

€16.00

€19.85

Optimize

O Revenue
® Margin

Business rules

Configuration parameters for the ML model training.

Run ML optimization

Time frame

O Week
® Month

< Previous ] { Run ML optimization } { Next >

Suggested

price

€49.52

€447

€16.78

€22.44

€53.61

€27.30

€14.32

€24.81

€27.85

Elasticity

-6.13

-8.1

-4.98

-5.18

-2.63

-91

517

-2.84

-6.47

Count

score

0.24

0.24

0.22

0.24

0.24

0.24

0.24

Filter on KPIs

Machine learning results and KPIs ®

Correlation

score

0.6

0.57

0.66

0.82

0.712

0.58

0.61

Data
quality

0.12

o

0.75

0.85

0.79

0.7

0.73

Model

accuracy

092 @
087 @
0871 @
oss @
oss @
oss @
oss @
oss @
083 @

Impact
%

3%

0%

32%

16%

24%

2%

4%

35%

2%

You can use the Symson scenario builder to simulate specific scenarios. The engine

generates a list aggregating data at the product level to define the price elasticity of

groups, categories, product attributes, product groups, and more.
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Insights in your Elastic Products (s/7)

Elastic Products

Deliverable: How are we going to help you in our programme?

- We teach you how to use Price Elasticity correctly by providing playbooks, videos and
whitepapers

- We deliver you insights if your company-market situation is suitable for using Price
elasticity

- We deliver insights in your data quality and help you understand if your data quality
sufficient to base your decisions on price elasticity.

- We provide you with an elasticity score and an optimal price (based on this elasticity score)

in Symson.

Using Symson, you can also:
- configure the period for economic stable situation.
- calculate the price elasticity on product level,

- Predict the optimal price with these recommendations.

Improve your current price logic by 2%

- Improving your current cost-price plus (markup) strategy by 1% or 2% using the insights of
optimal prices on product detail level, by generating it to category plus an attribute filter
(for example, brand) and re-calculate the New-Cost Price Plus Markup to your products.

- The product elasticity insights of optimal prices can now be used in your assortment.

Use Elasticity to improve ‘cost-price plus margins’

Price Elasticity prediction on product level can be used to
redefine your + margin to your cost pricel!

+9%
s

-6%
1 Hansgrohe +5%
/ «

Duravit
/ 6% Villeroy & Boch
Ceramico Ciele 4 \
American Standard /
/+13%
e

A
“ /
Laufen -11% Kohler

R
o

Change in Margin

Category Faucets + Brand
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Insights in your Elastic Products (6/7)

Practical use cases of Elastic Products

Insights in Optimal Price

The Model gives a recommendation for your optimal price based, within a region or customer

group, for business goals.

Set prices for optimal margin

Set prices for optimal revenue

S symson ‘ + NL Demo Denris on Demis

Pricing

i Pricing Management v Price elasticity

1B Scenarios

price for

Data Points

30 | o lonored ata points 2t a Points y
5 ol s | mE

B Chat with Al £ g 55 £

g £ R £
- £ g 100 - = Es 5 0
B8 Margin dashboard E . LH H
B3 Competitor dashboard 2 g o £ -100

5 & N é
B Products o o o

10 15 20 5 10 15 20 s 10 15 2

58 Price Sensitivity B2B Price (€) Price (€) Price

58 Price Sensitivity B2C

B Product details Average price per Month

Quantity per Month

@ Symson Admin

Support

|8 SYMSON Academy

@ Help

20

Suggested Price
et pri

S S
¥ S ¥

Data Points @ Ignored Data Points Data Points @ Ignored Data Points

Case Results: Sensitivity Analytics Insights

Sub - Category Current Margin Insights from Elasticy (in%)

Washbasins — Modern Duravit

Robern

Showers - Heads

Toilets — Wall-mounted

Pfister

Baths — Corner Baths Kohler

Pricing Manager: We have optimalised our current price logic based upon Price
Algorithm Insights, gathered from product detail to category — brand level.
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Insights in your Elastic Products (7/7)
sSummary

While the concept of price elasticity seems to be straightforward and can be extremely

powerful, practice elasticity is often quite complex for a couple of reasons :

- Price sensitivity varies per customer segment. Different segments exhibit differing
awareness of prices - and different consciousness of price.

- Price elasticity varies within your portfolio.

- Price elasticity is rarely linear. l.e a price can get so low that customers suddenly start
questioning credibility, or so high that customers cannot believe that any product
benefit could be worth that price.

- Price elasticity should be seen in a wider context. Price elasticity is influenced by a lot of
factors, including; price awareness and perception, price communication, price/value

perception, buying behaviour, seasonal influences, channel, etc.

So as said.. price elasticity often doesn't follow a straightforward pattern. Nonetheless,

exploring this complexity is highly beneficial.

This is precisely where Symson steps in! Symson assists you in:
- Configuring the period for a stable economic situation.
- Calculating price elasticity at the product level.
- Providing a data quality score, enabling you to trust the reliability of the elasticity
results for specific products.

What data do you need in order to use Elasticity

Once you have improved your data quality, use SYMSON's price elasticity
model in our price engine

- Understanding of Price Elasticity

- Understand when to use it/ when not to use it

- Historical Data; Please read the page in this whitepaper: Data Quality Score

needed to run Price Elasticity

Related information:
- See workshop: STP Price List Optimisation
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Insights in your In-Elastic Products (1/2)

In-Elastic Products

What is your current situation and why is this not optimal?

Imagine a world where no matter how much the price of your daily coffee fluctuates, you
still buy the same amount every day. This is the essence of inelastic products. In technical
terms, these products have a "price elasticity of demand" that's less than 1, meaning that
their price changes don't make a big dent in how much people buy. For instance, even if
prices go up for high-end products or basic utilities, people still need and buy them in
almost the same quantity. Price Elasticity can be applied in both a B2B - and B2C context.

In both markets customers buy products with different price perception.

Why is understanding inelastic products important? and what are benefits?

It empowers you to make pricing decisions that are smart and reactive to the market, your
competitors, and consumer habits. If you're dealing with an inelastic product, you might find

that you can increase prices without losing customers, leading to higher profits.

Deliverable: How will SYMSON'’s 12-step program help you optimise inelastic
products?

The purpose of this 12-step program is to help you master the art of pricing for inelastic

products. In this journey, you'll learn to:

- Set prices that optimise your profit margin.

- Get insights in which products can be increase in price without (or slightly) losing
quantity sold.

- Find the sweet spot for pricing that boosts overall revenue.

- Execute What If Scenario’s : What if Analysis to Forecast Profit based on Elasticity
score.

- Stay nimble and adapt quickly to changes in market conditions
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Insights in your In-Elastic Products (2/2)
In-Elastic Products

How is the Symson Platform helping you with this?

SYMSON provides you with an overview of inelastic products. Depending on the model
accuracy and data quality the Symson tool advices you what to do. Can we follow the
recommendation of Symson or do you have feedback for the model2 By doing this exercise
you will understand the importance of the Hyperlearning process where machine- and

human intelligence are combined!

What do you need in order to start with optimising your inelastic products?

The minimum requirements for doing this exercise is your historical invoice data and domain

knowledge about your products.

Related workshops:

See workshop: STP Price List Optimisation

A-B Test — Price Sensitivity

amazon
1
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Portfolio Price Alignment (1/2)

What is your current situation and why is this not optimal?

Without a cohesive portfolio price alignment, your organisation misses out on optimising
profit margins and fully leveraging the economic potential of your product range. This
oversight means potential revenue and profits are not maximised, as strategic pricing based

on product value, market dynamics, and competition is not adequately employed.

The Consequences of Misalignment

- Diminished Brand Value: Inconsistencies in pricing can harm your brand's reputation, as

customers expect consistency and fairness in pricing across all products. This can lead
to reduced trust and loyalty among your customer base.

- Lost Revenue Opportunities: Without a unified pricing strategy that reflects the true

value and demand for each product, you're likely missing out on significant sales and
revenue opportunities. This not only impacts your financial performance but also your
long-term market viability.

- Eroded Competitive Edge: Failing to align prices across your portfolio compromises

your ability to compete effectively. It overlooks the importance of price sensitivity and

market demand, weakening your market stance.

What is ite

Portfolio price alignment is a strategic approach where pricing across an entire product
range is systematically organised and harmonised to reflect the company's overall business
goals, market demand, competitive landscape, and customer value perception. This method
ensures that all products are priced according to their intrinsic value and market position,
aiming to optimize profit margins, enhance brand perception, and improve competitive
advantage. By implementing portfolio price alignment, companies can achieve a more
coherent and effective pricing strategy, leading to increased sales, customer loyalty, and

operational efficiency.

Benefits of aligning your prices, due all portfolio

Current complexities (and therefore, most likely, an unalignment) in pricing slow down your
ability to respond to market changes and limit your strategic flexibility. A more streamlined,
portfolio-wide pricing strategy can significantly simplify these processes, leading to

improved operational efficiency and responsiveness.

Leveraging Portfolio Price Alignment

- Maximised Profit Margins: By ensuring that pricing across your portfolio is strategically

aligned, you can unlock optimal profit margins. This involves pricing products based on
their intrinsic value, market demand, and the competitive landscape, thus enhancing

profitability.
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Portfolio Price Alignment (2/2)

- Strengthened Market Positioning: A coherent pricing strategy allows for more

effective positioning of your portfolio against competitors. It enables you to make
informed pricing decisions that bolster your competitive advantage.

- Improved Customer Perception and Loyalty: Consistent and strategic pricing enhances

brand perception and customer loyalty. Customers appreciate transparency and
fairness in pricing.

- Increased Sales and Revenue: Aligning your pricing strategy with market demand and

product value can drive sales and increase revenue. It allows for more targeted pricing
adjustments that resonate with customer expectations and market trends.

- Strategic Decision-Making Support: A unified approach to pricing provides a clear

overview of your pricing structure, facilitating strategic decisions about product

introductions, adjustments, or discontinuations based on comprehensive insights.

How is this 12 steps programme going to help you?

Reading this document will make you realize that you need to understand more about
pricing and that you need a tool. If you feel the need to discuss this topic in a 1-hour
session, we could organise it. However, to be honest, simply reading this document will give
you enough information to start automating your current pricing process. That would be a

great start on your journey to adopting a portfolio price alignment strategy.

How is the Symson Platform helping you?

It largely addresses your most significant challenge: the manual, Excel-based current
pricing process, which is far from automated and involves extensive manual work. This
method is preventing you from achieving an aligned price portfolio. It's crucial to recognize
that these existing complexities in pricing not only slow down your ability to respond to

market changes but also limit your strategic flexibility.

Conclusion: The Path Forward

Adopting a portfolio price alignment strategy is not just beneficial; it's essential for
enhancing profitability, competitive advantage, and operational efficiency. It supports a
more strategic, informed approach to pricing that aligns with your business goals, market
demands, and customer expectations. Moving towards a cohesive pricing strategy across
your product portfolio is a critical step in ensuring a more profitable and sustainable future

for your business.
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Bundling Products (1/3)

What is your current situation?
A lot of customers are buying individual products in your store. As a company, you want to
increase revenue and margin. If a customer buys more items than just individual items, it

helps enhance sales and profit margin.

What is Product Bundling?

Product bundling involves the strategic packaging of multiple products together as a
single offering, typically at a discounted price compared to purchasing each item
individually. The goal is to create value for customers, increase sales, and optimize revenue

by encouraging consumers to buy a combination of products rather than individual items.

How is Product Bundling Helpful for your Company?
Bundling similar products according to customer needs can help grow your revenue. As you
offer bundles, you stimulate the customer to buy more items based upon one or a few

familiar items. Here are some more key advantages:

 Increased Sales VVolume: Bundles encourage customers to buy more by offering multiple
products at a better price, boosting overall sales.

 Inventory Management: Bundling helps clear slow-moving stock by pairing it with popular
items, optimizing inventory levels and reducing storage costs.

- Improved Profit Margins: Despite discounts, bundles can improve margins by selling more
items together and reducing per-sale costs like packaging and shipping.

» Cross-Selling Opportunities: Bundles introduce customers to complementary products,

increasing transaction value and opening up future sales possibilities.

How is SYMSON going to Help you in our Program?
Here's how SYMSON aids in this strategic bundling process:

. Grouping Similar Products: SYMSON identifies products with similar attributes to create
appealing bundles, like grouping all items related to “tubeless tires” on the next page,

simplifying customer convenience and boosting sales.
. Bundling Strategy Insights: Using transaction data, SYMSON reveals which products are

frequently bought together, guiding the creation of bundles that match customer

pr‘efer'ences and increase revenue.
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Bundling Products (2/3)

. Identifying popular Sales Combinations: Through sales data analysis, SYMSON pinpoints
the top sales combinations, helping businesses tailor bundles that resonate with buying
patterns and expand customer spend. SYMSON's capability to analyze sales data allows it
to identify the top 100 or top 200 most popular sales combinations. This feature helps

increase the share of wallet for each customer type.

. E-commerce Optimization: For online platforms, SYMSON suggests related products for
bundling based on customer purchases, improving the shopping experience and driving

additional sales.

SYMSON streamlines product bundling by providing targeted insights based on customer
behavior and product attributes, ensuring bundles are both customer-centric and revenue-

enhancing.

Home « Tubeless Bundle {60mm valves)

Tubeless Bundle (60mm
valves)

~/ Shipped daily at 9 PM ~/ 100 day return policy

/' Free shipping from € 50,- /' World Tour tested
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Bundling Products (3/3)

What do you need in order to Bundle Products?
To effectively bundle products using SYMSON, the foundational requirement is data on
product attributes that adhere to the specific data format prescribed by SYMSON. You

can download the Data Format requirements here.

How is the Symson Platform helping you with this?
SYMSON streamlines the product bundling process by automating the creation of bundle

prices, eliminating the need for manual calculations.

When products are grouped into bundles, SYMSON intelligently calculates the optimal
price for the entire package. This capability not only saves time and reduces the potential
for error but also ensures that the pricing strategy for bundles is data-driven and aligned

with market dynamics.

By leveraging SYMSON for product bundling, businesses can efficiently introduce
attractive packages to their customers, potentially increasing sales, all with minimal manual

intervention.

a m azo n Customers who bought this item also bought
Frequently bought together

<
To
A Adjustal Atlantic Satellite
+ peal x 77305018 2 Speaker
] 28"t ds Satellite 4 e
-~ & s acl
in Speaker P
st

€ This item: VIZIO SB3851-C0 38-Inch 5.1 Channe

@ AmazonBasics Digital Optical Audio Toslink Cab
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Price Sensitivity: The ‘lab’ version

Challenges with Applying Price Elasticity

Business could face many issues with applying price elasticity. For instance:

- their historical data is not clean and rich enough for optimisation

- their price elasticity analysis does not include competitive data

- not including more factors that drive the demand for the product than just the price;
- the sales teams doesn’t trust the pricing recommendations features and so won’t use
them.

How to Implement Price Sensitivity

This situation is familiar to many companies. Therefore, new optimisation methods have to
be developed that take more factors into account and are easier to adopt by sales teams.

At SYMSON, we developed a 5-step approach to assess products in price sensitivity.

A five step approach to assess price sensitivity of
your products

Select potential Build a regression Aggregate relevant Interpret price Act upon price
important model including coefficients from sensitivity scores sensitivity to
drivers for price price, quantity, the regression increase margin
sensitivity and the drivers model to predict or sales
(together with price sensitivity

customer)

In the first step we engage in market research and customer surveys helps companies gain

accurate insights into customer preferences, perceptions, and purchasing decisions.

At SYMSON, we discussed with a few of our clients as well as analysed data to gauge a
combined perspective on the parameters that regulate their sensitivity towards
purchasing a product. You can think of drivers such as brand value, brand value, product
lifecycle, competition intensity, market price frequency and price level. In the second step

we build a regression model. 61



Price Sensitivity Model

This model is critical to understand the relationship between price, quantity sold, and the

identified drivers of price sensitivity. With this regression model in place, businesses can

aggregate the relevant coefficients to predict the price sensitivity of those products. A

price sensitivity score indicates the magnitude of customer response to changes in price.

Based on the estimation of the coefficients from the regression model, we give different

weights to different coefficients to finally calculate the sensitivity score.

Sensitivity Drivers determines...

Product Type A vs. B

Price Level

Competitor Intensity

Customer Loyalty Score

Product Lifecycle

Calculation Example 3 (insensitive):

389583

Z symson

Buyer Frequency of
Customer

Buyer Frequency of
Products

Price Change Frequency

Brand Value

Sensitivity Score - 0.09

Drivers Original  log format Coefficient  Results
Values

Basket Size

Fast Mover |

A_Brand
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Price Sensitivity Model

A higher sensitivity value indicates that customers are more responsive to price changes,
while a lower score indicates a less significant response. The final step is to translate
insights from the price sensitivity analysis to increase margin. To do this, we segment the
customers into a controlled experiment group and a test group that get different prices for
the same products. For price sensitive products we expect that a price decrease will lead
to quantity increase and for price insensitive product we expect that a slight price
increase will not lead to quantity decrease. These price changes and its affect will be
monitored and evaluated frequently to continuously update the price sensitivity model and

optimise on margin.

Price Drivers predict Optimal Price

Customer Segmentation Product Segmentation

3
L % 2
& & Pl
2P
8
L)

&
ﬂbo
q\

§¢
Q}h

Competitor Intensity
Purchase Price Change
Brand Position
Run Rate
Delivery Timea
MPS Score
Product Life Cycle
Order Basket Level
Favourite List

Buyer Frequency
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Conceptual

A higher sensitivity value indicates that customers are more responsive to price changes,
while a lower score indicates a less significant response. The final step is to translate

insights from the price sensitivity analysis to increase margin.

To do this, we segment the customers into a controlled experiment group and a test group
that get different prices for the same products. For price sensitive products we expect
that a price decrease will lead to quantity increase and for price insensitive product we
expect that a slight price increase will not lead to quantity decrease. These price changes
and its affect will be monitored and evaluated frequently to continuously update the price

sensitivity model and optimise on margin.

Using Al and ML for greater optimisation

This method is based on a close collaboration between the human expertise in the company
and machine learning technology. This leads to greater adoption by sales, better risk

management of price adjustments and high accuracy.
The fusion of human expertise and machine learning in price optimisation emerges as a

pivotal factor for businesses seeking sustainable growth and success in the data-driven

business landscape.
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Price Sensitivity Model

Identify Price Drivers

Drivers

Product Type A vs. B
Buyer Freguency of Customer
Buyer Frequency of Products

Price Change Frequency
Brand Value
Product Lifecycle
Customer Loyalty Score
Competitor Intensity
Price Level

+ Determine most relevant
price drivers

How to use the Price Sensivity score

4

Configure Price Drivers

-3
o
ol T

- Determine sensitivity for each
relevant driver using multiple
sSOUrCRS

Calculate
Score

Score

Recommendations

Suggest

Strategy: Improve margin
AVG score: &4
Suggestion: +194%
Changing your price with the
following % would make sanse

Actions
Use recommended margin
App[’y Cument Pricesis!: A-Cusinmers
Adjust curtant pricing
A et with -3%
ad st with 2%
A st with -1%
Adpss with <%

st with 2%

The sensitivity model generates a score indicating the price sensitivity of a product. This

provides you with insights into whether (and to what extent) the product is price sensitive.

Additionally, it teaches you which pricing levers are responsible for this sensitivity from

your customers' perspective.

This information can be used to:

Adjust the price of a product by a specific percentage.

Categorise your products into groups that are more or less price-sensitive and apply

your traditional cost-plus pricing strategy to these groups. With this new knowledge,

you can increase your pricing percentage slightly for groups of products that are not

price sensitive.
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Al Readiness

Al is already poised to be the next big disrupter in the world of pricing and
at SYMSON we are ahead of the curve. Here’s how you can get your
organisation up to speed so you can use Al in your pricing process
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Data Quality Improvement for
Price Elasticity Algorithm (/a)

What Is Your Current Situation and Why Is It Not Optimal?

Let’s assume you use price elasticity, a realistic assumption since all pricing-related
scientific literature advises its use. The formula for Price Elasticity is relatively simple and
can be implemented with a "Visual Basic" plugin in Excel. Consequently, your current

situation allows you to determine Price Elasticity results.

Why is it not optimal?@

- Limited effectiveness (only till 30% of Products): How do you decide which Price

Elasticity Score to use for which products¢ Learning the principles of Price Elasticity
teaches you that it's applicable to a relatively small set of your products. However, as
dictated by the Pareto principle, this small subset could represent a significant portion

of your revenue.

- Unreliable Price Elasticity Results due to Poor Data Quality: Why?¢ The data used is not

trustworthy, due to insufficient 'data count,' 'data variety,' and 'data correlation'. Let's

delve deeper:

1. Data count score is insufficient:

You need adequate data points for the period you would like to run a elasticity analysis. The
precise number of data points required is difficult to 'simply' define because it is a

combination of data count and the following factors: "variety" and "correlation."

2. Data variety score is insufficient:

You need data that differs in price level. Possessing a large volume of data (data count)
with little to no variation in prices results in an untrustworthy Price Elasticity Score. This is
a key reason manufacturing companies often seek to access and purchase B2C data to

better understand price sensitivity.

3. Data correlation score is insufficient:

You need data that demonstrates a correlation between price changes and a resulting
change in demand, meaning the quantity of items purchased. If there is negligible or no
change in demand based on price adjustments, the reliability of the Price Elasticity Score is

questionable.
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Data Quality Improvement for
Price Elasticity Algorithm (2/4)

Lacking Data on Customer Groups or Customer ‘Attributes’

You might want to conduct your Elasticity Analysis based on a specific group of similar
companies. In B2B sectors, this could mean a specific customer group, while in B2C, it
might involve a country and group of customers based on gender, sales channel, or

participation in a loyalty program.

Please consider this as an important option to take into account. The downside is that you

still need 'enough data', with high scores in count, correlation, and variance.
How to Deal with Price Elasticity in ‘Challenging Periods’

Lacking Data on Seasonality or \Weather

Some products are sensitive to weather or seasonality. For instance, there's a higher
demand for skis during the winter, and sunscreen or ice cream in the summer. Price
Elasticity is highly effective when you have large amounts of data, automatically adjusting

prices as it 'detects' increased demand.

For analysis based on 'past’ (i.e., historical data), it's crucial to teach the machine learning

model which periods are considered seasonal.

Periods with Unusual or Large Economic Changes

Algorithms, or in this case, using our "Price Elasticity Analysis and Its Results," are
fantastic for predicting an optimal price but tend to falter during challenging times. In
periods of unusual large impact, such as the COVID pandemic or the entry of a significant/
disruptive competitor like "Amazon entering your specific market," the data from
algorithms should always be 'questioned'. It's essential for humans to take charge, allowing

you to sidestep these periods for your analysis.
Note: The results could still hold value! Understanding and controlling algorithms should

reign supreme. \While data and human oversight are crucial, running your business solely

and automatically based on algorithmic data is fraught with risk.
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Data Quality Improvement for
Price Elasticity Algorithm (3/a)

How is Symson's Platform Unique in Dealing with Price Elasticity Score?

1. Symson's platform predicts a data quality score, which helps you understand which data

can be trusted and which should be avoided.

2. Symson's platform allows you to configure economic periods and seasonality, as well as

special days that need to be ignored or considered when running/creating the analysis.

3. It can 'bound' the results of algorithms and Price Elasticity within a lower and upper

boundary. Our price builder can be configured to limit the 'dynamic output' of the

algorithms within a manually selected/configured range. For example:

MARK UP COST PLUS STRATEGY AS BASIS + ELASTICITY

Cost variable 1: Purchase Price

Cost variable 2: Google ads spend costs
Cost variable 3: Assembly Costs

Cost variable 4: Shipping

‘ Standard Cost of a product

Margin protection rule:
Minimum Margin to earn at all times.

Standard Costs of a product + Absolute Minimum

A Price Strategy: Mark-up to Cost Price xx %

|-> List Price for this Country | Customer Segment

€12,80

€40,80

used for internal
insights.

g Google ads costs for
dynamic connect to be
able to calculate new
price?

10% of 28,- = 2,80

28,00 + 2,80 = 30,80

40% * 28,00 = 12,80

28,00 + 12,80 =40,80

Cost variable 1: Input API - Import
Cost variable 2: Input API - Import
Cost variable 3: Input API - Import | Google
Cost variable 4: Input API - Import

Input API - Import

f.e 10 % mark-up (flexible connect to product/ customer segmentation)

= query Symson

f.e. 40 % mark-up on excl. vat on cost price, so in this example to 28,-
(flexible connect to product/ customer segmentation)

note: if mark-up was only 5% the Margin Protection rule would have
overruled this price!



Data Quality Improvement for
Price Elasticity Algorithm (a/a)

Deliverable: How Are We Going to Assist You in This 12-Step Program?
In this project, we'll evaluate the quality of your product data, highlighting strengths and
areas for improvement. Our detailed analysis will determine whether your data meets or

falls below necessary standards.

We will also offer in-depth insights into your current data quality and evaluate its
appropriateness for conducting elasticity analysis. This includes predicting how price

changes might influence demand.

Our recommendations, grounded in industry best practices, are designed to improve data
quality. We'll verify whether your data is apt for elasticity analysis, crucial for

comprehending the price-demand relationship.

Furthermore, we'll forecast the future applicability of your data for decision-making and
strategic planning, aiming to ensure your data management practices are both efficient and

effective for sustained success.

Upon receiving your historical invoice data, we will:
Configure the period for an economically stable situation.
Calculate the price elasticity at the product level.
Predict the optimal price using these recommendations.

Identify products that are suitable for conducting price elasticity analysis.

Here’s an example of our interface for further illustration.

Data Quality Model Accuracy Price Elasticity Impact Measures
Total score for 0.74  This score is composed of the weighted average of the 3 scores
data quality: below: Data points amount (5%), Variance score (35%) and

Correlation score (60%).

Data points 0.2 This score is determined by the amount of data points that the

amount: model is trained on (blue data points visible on the graph). If there
are at least 100 data points then the score is at maximum of 1. The
fewer data points, the lower the score (always positive).

Variance score: 0.99 The variation of price in all the order lines that comprise one data
point. If the variation is zero then the score is at its maximum
value of 1. The higher the variation the lower the score (always
positive). 70



Tooling

The different tools you can use in conjunction with the 12 Step Programme

and SYMSON to get better results with your pricing process

™



Project Il

Use Symson’s ChatGTP for your Pricing Data/ Consulit

Data sources Symson Learning Make use of ChatGPT on your own
Environment data in a private environemnt

Make use of a delivered
infrastructure to

POWERBI

ChatGPT Coupled with Explainable Al
To clarify, Symson strongly advocates for explainable Al. We do not endorse the use of
ChatGPT for obtaining recommendations on optimal pricing without a clear understanding

of the underlying decisions.

Using ChatGPT with Your Own Data

Starting Q3 2024, Symson is developing an environment that allows the use of ChatGPT
exclusively with your own data, housed within Symson. This data can be further enriched by
your IT department within your personal Microsoft environment. Simply integrate your
data into the Microsoft SQL database, and ChatGPT will be equipped to address all your

inquiries.

How Can ChatGPT Add Value?

ChatGPT will be capable of answering questions based on your data, analyzing your pricing
strategies, and suggesting improvements. \We envision that pairing ChatGPT with Symson
will create a powerful synergy. Our goal is for humans to continue leading the way in
devising intelligent pricing strategies and utilizing Pricing Algorithms to elucidate and
forecast the optimal price. Concurrently, ChatGPT can help predict the best configuration

and offer advice on setting up and refining your pricing strategy.
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Project Il

ChatGPT ‘Cheat Sheet’

. Training & Acquiring Knowledge

Gain a deeper understanding of pricing as a key lever to improve margin, revenue, and

conversion to secure more deals. Team members can explore the effects of various pricing
strategies on sales and profitability. This could involve role-playing exercises where

participants practice responding to market price changes.

Training Module: Use ChatGPT to simulate a workshop where attendees work with

hypothetical products and market scenarios. Symson will provide data to help set prices
aimed at maximizing revenue, taking into account factors such as cost, competition, and

customer value perception.

Change Management in Pricing: Create a training session focused on navigating change

when introducing new pricing strategies. Employ ChatGPT to spark discussions on
potential obstacles and pushback from customers and the sales team, and strategize on

overcoming these challenges.

. Develop Winning Pricing Strategies

Consider questions such as:

"How can | adjust pricing strategies to improve margins without compromising our

competitive edge?"”

OR

"What factors should | consider when setting prices for segments with high elasticitye"

. Data Search, Preparation, Cleaning, and Automatic Enrichment

Clean & Enrich Data: Ensure your data is tidy and structured. Eliminate duplicate entries,

fill in missing values, and rectify errors to maintain data integrity.
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Project Il

ChatGPT ‘cheat sheet’

Search & Collect Data: Search for data based on your specific needs. This might include

requesting data on low margins per customer segment, identifying the best products for

promotions, finding your Key Value Items (KVI), etc.

Format Data for Export: Structure the data into a format that's easy to interpret. For

complex analyses, consider generating CSV files or spreadsheets that compile the

necessary details.

4. Define Goals & Objectives
Possible objectives could be:
- Identifying underperforming products or categories.
- Optimising pricing strategies for various customer segments.
- Forecasting demand in response to price adjustments.

- Analysing price elasticity for informed pricing decisions.

5. Application of Insights
Test Strategies: Initially apply the strategies or insights suggested by ChatGPT on a

small scale. Evaluate the effects on sales, margins, and customer behaviour.

Iterate: Refine your strategy based on the outcomes. This may involve revisiting and

asking further questions or tweaking your strategies as needed.

Automate Insights Gathering: For continuous optimization, set up a process to

regularly input data into ChatGPT for ongoing recommendations.

6. Monitor and Adjust

Continuous Monitoring: Keep an eye on the Key Performance Indicators (KPIs) such as

sales volume, margin improvement, customer satisfaction, and market share.

Stay Informed: Regularly update your model with fresh data and market trends. The

dynamic nature of the market necessitates staying informed to keep your competitive

edge.
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Project Il

Use Symson's ChatGPT for Your Pricing Data/Consultation

The future of Pricing is not using ChatGPT!

Symson is a staunch advocate for explainable Al, which stands in contrast to ChatGPT.

Whye At the core of our pricing platform lies an algorithm based on 52 data points. Our Al-
driven algorithm, underpinned by scientific, proven economic theories and business model

variables, can predict and elucidate the optimal price for a product or service.

We believe that humans should engage with intelligent data and provide feedback to the
algorithm. Humans must always take the lead, endeavouring to understand why a predicted
price may not be accurate. In doing so, they can enhance the algorithm, for the accuracy of

the algorithm's predictions hinges solely on the completeness of its variables.

Thus, we foster a cycle of mutual learning where humans and machines grow smarter in

tandem. Envision a world where businesses are led by humans, with technology as their ally!

The Concept of Hyperlearning Organisations

The idea of hyperlearning organizations is that humanity develops as technology advances.
At SYMSON, we believe machines are of no value unless they serve a clear purpose. As
such, technology without people is void of any value. However, when man and machine

come together, an untapped potential is unlocked.

Combining human expertise with the capabilities of modern technologies leads to
innovation—knowledge can be built up and applied at extraordinary rates. In our world, we
call this Hyperlearning™. SYMSON believes this phenomenon to be a crucial capability for
successful companies of the future, and the future is closer than you can imagine. This is
why our mission is to make Hyperlearning™ accessible to all companies and see a world

improved.

The Symson Pricing Platform is running on the Microsoft Stack and will, starting in Q3
2024, be part of the Microsoft Fabric ecosystem. In this environment, we offer our
customers a login to the database of Symson, as well as access to this Microsoft Fabric
environment. In this environment, you are able to use Microsoft PowerBI to configure all

the reports you prefer. You are able to add data and use PowerBI.
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Price Corridors

Define Floor and Target Prices

An important step forward will be to define floor and target prices per segment/channel.

Remember, the target prices will probably still be mainly cost-plus, but that’s ok, you get

transactional control and it will be a great step ahead.

Product Segment

Floor Price

Target Price

“
“
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Price Corridors

Define Floor and Target Prices

The Fallacy of a '"Tool-Only' Approach

Today, the market is teeming with price

optimization tools that promise dynamic

Customer Type Price Ad

pricing strategies driven by smart
algorithms and machine learning. While

these tools are powerful, relying solely on

Focus on Invoice Price (IP) point and
Pocket Price (PR) point, not specific adjustments

technology could be a colossal mistake.

Businesses often underestimate the

Embracing a Multi-Disciplinary Approach
in Modern Pricing Strategy

Contrary to the traditional setup, where
pricing decisions may be confined to a single
department, modern pricing strategy calls
for a multi-disciplinary approach. Pricing is
embedded within multiple departments to
align with organizational goals, including

sales, IT, digital and ecommerce operations

impact on profits.

Target discounts or
prices should be
emphasized with sales

Floor prices/discounts
trigger. exception processes

14



Bl ESSENTIALS

There Bl reports are needed to get a full insight in your price/margin
getting.

78



Pocket margin%

1. Price Band Analysis

Price Band Analysis is an approach to divide a product’s price range into different

categories, or “bands” based on the product’s price.

How does Price Band Analysis help your businesses optimise prices?

Price Band Analysis helps companies to understand how their prices compare to those of
their competitors and how those prices are impacting their sales. Here’s how you can
profitably leverage this technique:

- You can spot the most profitable prices for their products by examining the different

price bands and make relevant adjustments accordingly.

- You can use the Price Band Analysis approach to track any alterations in market trends.
When you notice any shift in customer behaviour, like a change in the most popular price
band for a product, you can then adjust your pricing strategy to stay ahead of the

curve.

- This process also allows you to find the most popular price band for a specific product.
Then, your organisation may want to concentrate their pricing strategy on that range
to optimise profits if they discover that a particular price point accounts for the
majority of sales. Now, this could mean raising the price to increase profits or lowering

the price to make their products more competitive and attract more customers

Examples:
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The Impact of Price Band Analysis on E-commerce and Retail

In ecommerce and retail businesses, price band analysis can enhance your pricing and
profits by understanding the pricing strategies of your competitors. It also considers your
product positioning in the market, understanding the price sensitivity of the target
market, setting prices based on costs, optimising prices in real-time, and predicting the
long-term impact of changes in price. Here’s how this process impacts the e-commerce and
retail space:

- Competitive Pricing: You can make well-informed decisions for your own product
pricing using the price band analysis. It helps you comprehend the pricing tactics of

your competition.

- Market Positioning: The band analysis approach can act as a tool that businesses can
use to place their items in the market. For eg, they might set a higher price for luxury

products or a lower price for a budget products.
+ Price Sensitivity: You can use price band research to experiment and determine how
sensitive your target market is to prices and then modify their pricing for optimal

results.

» Price Optimisation: You can use strategies like dynamic pricing to modify prices in real-

time in response to consumer demand and market conditions.
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Net Prices Per Segment (JP/O/25/24)

Graph 2 : Measuring
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2. Profitability Analysis

Profitability analysis in pricing involves studying the margins generated by different

products or customers to identify potential leakages or areas of underperformance.

This method allows businesses to visualize and assess how each product or customer
contributes to overall profitability. By analysing these profit plots, companies can detect
where they might be losing money (margin leakages) due to factors like inefficient pricing,

high costs, or low sales volume.

This analysis is crucial for making informed decisions about pricing strategies, cost
management, and customer segmentation to optimise profit margins and overall financial
health.

How Profitability Analysis helps Companies

1. Examining Relationships:
Profitability analysis delves into the relationships businesses have with both customers and

vendors, offering insights into how these interactions influence overall profitability.

By analysing these relationships, companies can understand the dynamics that affect their

financial performance, including which partnerships are most beneficial.

2. Enhancing Product Mixes:
It identifies opportunities to adjust the product mix to maximise profits, showing which

products are most profitable and should be prioritised.

Adjusting the product mix based on profitability analysis can lead to higher margins by

focusing on selling more of the most profitable items.

in to Revenue level

Why are customers with same
revenue so different in
profitability®

Action Measures :
. Low Margin Analysis
. Systematic Price increases
and discount reductions
. Define Price corridors for
optimization

. Be aware of sleeping dogs
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3. Aiding in Budgeting:
The analysis is a critical tool for budgeting, as it helps leaders set realistic financial goals

and outlines strategies to achieve them.

With insights from profitability analysis, companies can make informed decisions about

where to allocate resources to reach their financial targets.

4. Identifying Profitable Customers:

It pinpoints which customers generate the most profit, enabling targeted marketing and

sales strategies to nurture these valuable relationships.

By focusing on the most profitable customers, businesses can allocate their efforts more

effectively, enhancing customer satisfaction and loyalty.
5. Assessing Vendor Impact:
The analysis reveals which vendors significantly affect the company's profitability, guiding

strategic decisions about supplier relationships.

Understanding which vendors contribute to or detract from profitability helps businesses

negotiate better terms and select suppliers that offer the best value.

6. Navigating Customer and Vendor Relationships:

It provides strategic insights for managing relationships with both customers and vendors,

crucial for long-term success.

Armed with this analysis, companies can make informed decisions about how to maintain

profitable relationships and when to reassess or negotiate terms.
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Profit plots give insights in possible margin leakages per product or customer.

Examples:
Total Margin/Volume
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Why are customers with same
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Action Measures :

1.
2

Low Margin Analysis
Systematic Price increases

and discount reductions

. Define Price corridors for

optimization

. Be aware of sleeping dogs
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3. Price Waterfall Analysis

Waterfall pricing demonstrates how the price of a product or service reduces as the
purchase quantity increases, effectively showing how the price "drops" the more a
customer buys. This strategy motivates customers to purchase in larger quantities.
Companies adopt this approach to offer 'tailored' pricing that's straightforward to explain.
Price waterfalls give insight in the price erosion from the list price and shows possible

margin improvement opportunities.
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Bonus Price material

Why does the Price Waterfall Analysis Matter?
The Price Waterfall is crucial in revenue management for utilising your business's sales data
to find ways to improve margins. Each point of loss or deduction highlights a chance for
tweaks such as:
Identifying discounts and allowances that are not effective and need updating or
removing.
Finding out which discounts and allowances significantly impact customer purchase
decisions.
- Assessing the financial effects of altering deductions.
- Categorising customers by sales channel.
Identifying the least profitable products and services.
Figuring out the optimal mix of products and services to enhance margins.
Identifying which sales channels offer the best margin growth opportunities.
- Tracking how price changes have been influenced by deduction adjustments.
Effectively addressing these points can significantly enhance a company's ability to increase
its profits.

85



3. Different types of waterfall
Price waterfalls give insight in the price erosion from the list price

and shows possible margin improvement opportunities.

B2B Price waterfall
Waterfall analysis as classical
Method to analyse pricing potentials

Product Pricing

Pre-Invoice Invoice

Standard  Supplier
cost

Net
bonus/cas standard
hbacks cost

Value
based
mark-up

List
Price

Standard  Special

discount discount price

Right Hand Side of
the Price Waterfall

Creste pulr

i‘“

Assessing ABC segments vs. desired
waterfall

Retailer & End-customer . Observations
Focus List Price & Discounts Rebates Loyalty. Marketing

Aproducts
- sig

Product Mark-ups

Product Pricing

Post-Invoice Freight & Variable costs Cost-to-serve

Net
Price

SG&A
cost

Customer
bonus/cash
discounts

Gross
margin

Invoice

Cost of Contribution | ogistic
Price &

goods sold  margin
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Price Waterfall Analysis

Assessing ABC segments vs. desired
waterfall

T T T
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Businesses use price waterfall analysis as a technique to comprehend the several aspects
that influence their pricing and the final net price they get for their goods or services.
Examining the many elements that go into price realization—like allowances, rebates,
discounts, and other modifications that convert the list price to the net price—in detail is
the goal of this method.

Deals with Cost: Price waterfall analysis explains how various reductions and expenses
reduce the list price. To determine the net price, expenses are subtracted from the list
price, including the cost of items sold, discounts, rebates, and other concessions.

Use for Businesses: Price waterfall analysis helps businesses find places where they may be
losing money because of unproductive client contracts or excessive discounts. It supports
the process of determining possibilities for price optimization, negotiating better terms
with clients, and making well-informed pricing decisions.

Data Needed: Detailed transactional data, including list prices, all kinds of discounts,
rebates, allowances, and other price changes, is required by firms in order to conduct a
pricing waterfall analysis. Cost information, customer segmentation data, and market
context might also be useful.

B2B and B2C Applications: In B2B, price waterfall analysis is essential for comprehending
intricate pricing arrangements and customer discussions. It may be used to comprehend
how loyalty programs, discounts, and promotions affect the total amount a customer pays

in business-to-consumer transactions.

Benefits
- More oversight and control over costs
- Assists in identifying prices that fluctuate frequently; apply dynamic pricing to those

goods.

Once a visual representation of the cost breakdown is made, the pricing team can see the
strong and weak points of the waterfall - where you are losing money - too much discount,
too high a cost of goods sold, could we reduce the production cost of the business in order

to get more margin, how would this affect customer perceptione
Use cases: Retailer, cosmetic store, selling products with lots of promotions. Monitor

success of promotions. How is the margin¢ Could this be improved¢ What are the goods

with prices that change often so that we can apply dynamic pricing on them?
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L. Portfolio Analysis

Profit plots give insights in possible margin leakages per product or customer.

Graph1: Profit Spread Analysis,
per product (or customer) Also

known as the ‘whale curve’:

showing the net margin spread

within your product portfolio —

Volume (kT)

and the margin bleeders (un-

Profitable Marginally Profitable Unprofitable pPOﬁtab|e prOdUCtS at the mght

— attention here showed for

Cummulative Customer Profit (Mio€)

customers instead of products).

#Customers sorted on descending Customer Profit

One data visualization to leverage for profit analysis is the “whale curve” — earning its name
for appearing to be in the shape of a whale’s back. The whale curve effectively visualizes
which customers are profitable for your business, which are marginally profitable, and
which are unprofitable. A whale curve is a simple, but effective line chart, plotting the
percentage of cumulative profit on the y-axis and the percentage of customers ranked by

profitability (most to least) on the x-axis.

The whale curve picture helps business leaders streamline their reporting to see which

customers are profitable

Drilling down into these customer metrics and insights, business leaders should ask
themselves these further questions about each segment of customers. For example, with

the profitable customers, they should ask questions such as:

- What are the factors that led to these customers being the most profitable?

- Are there any opportunities to provide additional services to these customers?

For the unprofitable customers, leaders may ask questions such as:
- Why are the costs of serving these customers higher than revenues?
- Are there special circumstances or exceptions outside normal operations to serving
these customers?e
- What is the level of service and attention given to these customers by the sales and

customer service teams?
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Price Volume MiX (1/5)

What is your current situation and why is it not optimal?

Only using metrics such as revenue, gross profits, and income to analyse price and demand
—or, in other words, to improve your margins—when assessing your business's performance
against last year's (or expected/target performance), doesn't paint the full picture.
Specifically, you miss the 'cannibalisation’ part of the product mix. You also fail to assess the
potential impact of new prices on your price mix, and consequently, the change in demand

for other products.

What is it?
PVM analysis breaks down how price changes, sales volumes, and product mix variations
impact your businesses' revenue or margins, offering a more comprehensive view of

business performance.

Price
- Price Effect: This reflects your selling price and is a crucial factor in margin growth. Higher

prices can improve margins but may also reduce sales volumes.

Volume

- Volume Effect: The number of products sold directly affects revenue. Higher sales volumes

can indicate better performance, but profitability depends on maintaining a balance with

appropriate pricing.

Mix

- Mix Effect: The structure of your product offerings—whether you’re selling more high-
value or low-value items—can significantly influence revenue. A positive mix is characterized
by selling more high-margin products, whereas selling more lower-value items can be

detrimental.

Beyond Basic Metrics: PVVM analysis means considering the entire scope of your business
activities. We can include additional metrics to answer more nuanced business questions.
We can include discontinued and new products, various sales channels like web and in-
person, and diverse regional markets. This detailed approach enables more precise and

impactful decision-making, aligned with what truly drives your revenue.
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Price Volume MiX (2/5)

A PVM or Variance Tree Analysis
This is a typical revenue management graph, showing the revenue variance in previous
periods as a result of price, volume (number of customers x volume/customer) and mix

changes.
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A variance tree analysis is a technique for dissecting a data set's overall variance into its
constituent components. It is sometimes referred to as a variance decomposition or a
variance analysis tree. Understanding how various factors contribute to fluctuations in a
performance metric, like as sales, profits, or expenses, and identifying the major drivers of

those metrics are two applications of this research that are very helpful.

How Does It Help?

PVM analysis equips management with a comprehensive understanding of the business’s
financial dynamics. By dissecting performance into price, volume, and mix, it illuminates how
each factor contributes to overall results. This insight is particularly critical for businesses

with an array of product lines or products with different profit margins.

With this analysis, decision-makers can:

- Refine Pricing Strategies: Adjust prices in response to market demand and cost
changes to maintain or improve profit margins.

- Focus on Profitable Lines: Identify which products contribute most to profitability and
allocate resources to promote or expand these lines.

- Develop New Products: Strategically introduce new offerings that promise higher
value or appeal to emerging market segments.

- Optimize Sales Volumes: Balance the quantity sold with price and cost considerations

to maximize revenue.
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A key application of PVM analysis is to evaluate how new products are performing against
discontinued lines. For example, it can answer strategic questions like, “Have the sales of
our new eco-friendly line compensated for phasing out the older, less sustainable

productsg”

By doing so, PVM analysis allows for targeted improvements and informed decision-making,
ensuring that every product line and pricing decision aligns with the company’s financial

objectives.

B2B Applications of PVM Analysis:
PVM analysis is pivotal for B2B companies to validate whether business performance
meets strategic expectations. It can reveal which products are key revenue/margin drivers,
enabling firms to fine-tune production and marketing tactics.
+ Volume Planning: PVVM provides insights into the potential impacts of volume changes,
aiding in resource allocation and capacity planning.
- Contract Negotiations: During contract negotiations, PVM is useful for indicating the
financial implications of various terms and conditions, thus fostering value-maximizing

decisions for all parties involved.

B2C Applications of PVM Analysis:
In the B2C realm, PVM analysis helps discern product success and consumer preferences,
steering companies toward more effective pricing and product decisions.
- Channel Management: Evaluating each sales channel through a PVM lens allows for a
nuanced approach to resource distribution and growth identification. It helps
management make strategic decisions regarding focus (for instance, more web

promotions to increase sales volume) to drive business performance.

In Summary:
PVM analysis is an adaptable and insightful instrument that aids both B2B and B2C
companies in making data-driven choices regarding pricing, volume, and product mix to

maximise revenue or margin.
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A simple example:

Let’s say that we have a company that sells two types of drinks a Juice and a Soda.

Lets do a breakdown on Year 1:
- Juice sold at $2/bottle and the company sold 1000 bottles.
- Soda sold at $1/bottle and the company sold 3000 bottles.

Below we can see the revenue from each product:
- Revenue (Juice): 1000 bottles* $2bottle = $2000
. Revenue (Soda): 3000 bottles* $1bottle = $3000
. Total Revenue (Year 1): $2000 + $3000 = $5000

Lets do a breakdown on Year 2:
- They increased the price of Juice up to $2.5 (+25%) and sold 800 bottles (-20%).
- The price of Soda remained the same at $1 (+0%) but they sold 4000 bottles (+33,33%).
- New drink (Tea) into the market from same company sold at $3/ (+100%) and sold 500 bottles
(+100%).

Below we can see the revenue from each product:
- Revenue (Juice):800 bottles * $2.5bottle = $2000
. Revenue (Soda): 4000 bottles*$1bottle = $4000
- Revenue (Tea): 500 bottles * $3bottle = $1500
- Total Revenue for Year 2 : $2000 + $4000 + $1500 = $7500

Analyzing the PVM effects:
1. Price Effect (Juice):
The company sold 200 fewer bottles of juice despite the price increase, but overall juice

revenue stayed at $2,000, meaning the pricing effect had no effect on revenue.

2. Volume Effect (Soda):
Despite maintaining the same price, they sold 1000 more soda bottles, bringing in an extra

$1000 in income, demonstrating a positive volume effect.

3. Mix Effect (New Product - Tea):
- The inclusion of tea generated an extra $1,500 in sales.

This suggests that overall revenue is positively impacted by the new product mix.
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By examining each of these three elements independently, the business can determine that:
- While the price rise for juice didn't negatively impact total income, it may have signaled
a limit on how sensitive customers are to pricing.
- Revenue is positively impacted by the volume of soda sales, which may be the result of
successful marketing or consumer demand.
- Adding a new, more expensive product (tea) had a beneficial impact on the revenue mix,

suggesting that there may be room to add more high-end offerings.

What data do you need?

You need data about your historical order lines and your assortment.

The PVM analysis assists the business in making strategic decisions about pricing

adjustments, more aggressive product promotion, and product development.
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