
   

Margin Academy 2016 
“Winning With Higher Margins Than Your Competitor” 

 

The 2016 Margin Academy Convention was held 
on October 13th 2016 at the Lufthansa Training 
and Conference Center in Seeheim-Jugenheim. 40 
business leaders from various industries in Europe 
and the U.S. learned about the latest trends in pric-
ing and discussed the implications for their busi-
nesses.  

 

 

Pricing has to change in a world of “eve-
rything-as-a-service” 

An increasing proportion of companies’ revenues 
derive from provision of services. More and more 
customers are demanding that they pay only for 
outcomes instead of for the supply and installa-
tion of products and solutions. Companies rent 
software from the Cloud instead of acquiring 
complex software packages. They purchase air-
plane operating hours instead of buying jet en-
gines. They pay for drill holes instead of buying a 
power drill.  

With customer expectations changing and busi-
ness models rapidly evolving towards a world of 
“everything-as-a-service”, pricing models, too, have 
to be adapted. CEOs and their pricing managers 
are facing numerous challenges, yet few of them 
are confident they have been able to fully grasp 
the implications of these epic changes. 

Three presentations during the 2016 Margin 
Academy provided profound insights into the 
changed nature and mechanics of pricing in the 
new world of “everything-as-a-service”. 

Service selling requires, more than any-
thing else, the communication of value to 
the customer 

Timothy Matanovich, CEO of Value and Pricing 
Partners LLC, set the groundwork for the day and 
explained the implications of different pricing 
strategies for service businesses. Using TSIA’s 
B4B framework, Matanovic explained how cost-
based and market-based pricing are profitable up 
to a certain level of operating model complexity. In 
business models that are characterized by lower 
complexity and comparatively simple customer 
requirements (best product, fair price, fast and se-
cure availability), cost-based and market-based 
pricing may still be sufficient to secure the neces-
sary margins for vendors and their partners.  
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However, when customers expect the vendor to 
manage the achievement of an optimal ROI for the 
solution, or insist on paying for outcomes instead 
of for effort, those two pricing philosophies may 
not deliver the necessary profit margins any more.  

In a world of “everything-as-a-service”, therefore, 
value-based pricing is more necessary than ever. 
While the risks shift even more towards the ven-
dor, and the value that the vendor provides be-
comes increasingly abstract, the vendor’s sales-
people have to go even further to identify the value 
that customers recognize. It is the perceived value 
that drives margins in a world of “everything-as-a-
service” rather than the physical and economic 
value. Many companies give away margin be-
cause they fail to identify what this perceived val-
ue means to each individual customer. As Mata-
novic illustrated with the help of various real-life 
cases, factors influencing the perceived value of a 
vendor’s offerings are, for example, ease of doing 
business, quality perception or time-to-market. 
Perceived value does not mean customers cannot 
put a price tag on these values. Most of the time, 
however, it is the vendor’s salesperson who needs 
to help them to discover the appropriate price. 

Neuroscience research proves that cus-
tomers are often willing to pay more than 
one may think 

 

Salespeople tend to give discounts, and they often 
do this in anticipatory obedience because they 
think they know what is going on in their custom-
ers’ heads. This is particularly the case in service 
selling.  

In the second presentation of the day, Dr. Kai-
Markus Müller and Matthias Wirth of Neuromarke-
ting Labs cast some light on what is really going 
on in customers’ minds during price negotiations. 
Using methodologies and instruments from Neu-
rosciences, the scientists are able to track how dif-
ferent areas in the human brain react to different 
prices in a given context. Analyzing the neuropsy-
chological processes that occur in the brain during 
price negotiations, they have determined there is 
often a significant discrepancy between the price 
that a customer says he is willing to pay and the 
one that he is actually prepared to pay – the latter 
one often being significantly higher than the first 
one.  

An improved understanding of the buyer's mind 
can bring higher margins, if salespeople know how 
to exploit these mechanisms.  After laying out the 
principles of Neuropricing, Müller and Wirth pro-
vided a series of pragmatic and psychologically 
substantiated tips and pricing techniques that al-
low companies and their salespeople to maintain 
and even increase their margins. They showed 
how decoy prices, free offers and other instru-
ments have been proven in scientific experiments 
to help raise prices and margins – without com-
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promising customer satisfaction and value per-
ception. 

Vendors need to manage the adoption of 
their services in order to keep margins 
high 

The last presentation of the day was given by Prof. 
Harald Kopp and René Grossrieder of the Tech-
nology and Services Industry Association (TSIA), 
the world’s leading organization dedicated to im-
proving the strategic, operational and financial 
performance of members’ technology and ser-
vices businesses. Companies are facing profound 
challenges to their margins while their financial 
models have started changing with the servitiza-
tion of the economy. Instead of paying a signifi-
cant part of solution expenditures up-front, cus-
tomers often choose to try out the solution as a 
service with a limited number of users and mini-
mal investment. Revenue can increase over time, 
yet only if vendors’ salespeople are able to ensure 
that the service is adopted by a greater number of 
users throughout the customer’s organization. If 
salespeople fail to do that, customers may just 
decide to cancel the service and the revenue will 
dry up. Hence the vendor’s revenue stream be-
comes back-loaded and dependent on the suc-
cess of salespeople’s adoption selling efforts. 

TSIA’s Land-Adopt-Expand-Renew (LAER) model 
provides a framework for companies to strategi-
cally assess pricing necessities across the indi-
vidual stages of the customer buying cycle in a 
world of “everything-as-a-service”. Kopp and 
Grossrieder described the forces at work in the 
new economic environment before they intro-
duced the LAER framework as the basis for their 
further thoughts. With margins dependent on 
adoption, new metrics must be measured: In addi-
tion to effectiveness and efficiency, metrics such 
as usage time, download volume and clicks, crite-
ria such as data quality, the stickiness of modules 

(as measured by repeat usage) and the usage of 
individual features have to be examined in order to 
track adoption. In production environments, ma-
chine data can deliver valuable clues about adop-
tion and usage patterns. 

 

As Kopp and Grossrieder showed, the combination 
of margin and adoption data has helped TSIA 
member companies to identify the potential for 
price increases and improved margins. Their con-
clusion “Selling won’t help – helping will sell” sum-
marized the key requirements for companies’ 
sales forces in a world of everything-as-a-service. 

Conclusion 

The corporate and pricing executives attending 
appreciated the thoughts provided by Timothy 
Matanovic, Dr. Kai-Markus Müller, Matthias Wirth, 
Prof. Harald Kopp and René Grossrieder. As An-
dreas Goldmann, CEO of NewLeaf Partners Europe 
GmbH, had made clear in his introductory speech, 
the aim of good pricing is to ensure profitable 
growth – not growth at any price. The 2016 Mar-
gin Academy Convention provided the right mind-
set, sufficient food for further thought, and a 
wealth of advice as well as a useful framework for 
it all. 
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