The Value of Commercial Excellence: Through an Economic Downturn and Beyond

5 Critical Trends in
Commercial Excellence
Five experts weigh in on the trends that
will drive the future of business success.
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Introduction

Trends, whether they’re momentary or long-lasting, short-term or enduring, can
represent deep and abiding changes in culture, in business, or both. Since the start of
2020, we’ve experienced rapid and disruptive change, driven by the suddenness and
scale of the events that instigated it.
Many of the trends that are now impacting the pursuit of Commercial Excellence may
have been present in some form or another before the arrival of COVID-19. It’s fair to
say, however, that the pandemic accelerated them in unforeseeable ways, as companies
found they needed to make quick adjustments to thread their way through the abrupt
threats and convulsions they faced.
In this document, we’ll review five of the trends that are affecting the drive toward
Commercial Excellence, as identified by five experts in the field.
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Trend #1:
Defining Commercially Capable Organizations
for Monetizing Innovation
By Ramin J. Imani
One of the commercial trends that we have spotted since the outbreak of COVID-19 across
multiple industries is that commercial discussions around monetization and Return of
Investment (ROI) have got the attention of executives.
It is no surprise how, during and after an economic downturn, initiatives in most organizations
are asked to pass through a more stringent commercial screening process to show positive
signs they’ll achieve the expected monetization level. This, however, should not be interpreted
to mean that organizations should revert to a passive mode, reducing or halting all their
innovative initiatives.
One possible remedy for guiding organizations in such uncertain situations, now and in the
future? It’s to adopt a “price excellence” mindset. But how can mastery of “price excellence”
secure a path for getting the expected monetization level, irrespective of the economic
landscape? And what are the steps in this journey?
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TREND #1: OMNICHANNEL SELLING (AND BUYING)

1. Value management
How is it possible that when two giant automakers like Porsche and Fiat Chrysler (FCA) aspire
to launch a new car model, one achieves a roaring success and the other fails miserably?
In 2009, FCA aimed to bring a compact car to the market, a reimagined version of a classic
1970s Dodge. Compacts were a very competitive market segment in which FCA struggled
significantly for years. Literally, a die-or-survive moment for the executive team at the time,
where the CEO, Sergio Marchionne, repeatedly referred to the Dodge Dart initiative in phrases
such as, “our future hangs on how well we do here”.
The Dodge Dart initiative from day one had the C-level blessing, a rare and ideal situation.
Looking at the 90-second TV commercial for the car, not-so-modestly titled “How to Change
Cars Forever”, you easily could see this was where FCA was proudly announcing that the money
is not an issue; to get a perfect product out, the company is literally kicking out the “finance
guys” and the innovation cycle “Think → Design → Reimagine” runs over and over until we, the
consumer, receive the perfect product. But, unfortunately, perfect for FCA’s employees, not
the customer.1
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Almost a decade earlier, another leading automaker was grappling with a very similar challenge.
Porsche aimed to introduce a car outside its sports car realm, an SUV, a car that does not
rhyme with the Porsche brand which was speed and power, daring. Almost a decade earlier,
another leading automaker was grappling with a very similar challenge. Porsche aimed to
introduce a car outside its sports car realm, an SUV, a car that does not rhyme with the
Porsche brand which was speed and power, daring. Porsche’s top executives were conscious
of this risk and, to mitigate it, deliberately designed and built the whole initiative around “price”.
This meant that if customers were not willing to pay a price that significantly increased
the ROI, Porsche would have dropped the Cayenne project. Therefore, long before the first
concept car rolled out the Porsche’s product team conducted an extensive set of surveys with
potential customers to gauge the appetite and locate the acceptable price range.
They even extended the surveys so they could single out the features that would be important
for a Porsche SUV, like a powerful engine, handling performance, and large cup holders.
Porsche’s approach was to think about monetization long before product development.
As you have noticed in these very similar initiatives, FCA had a dominated “inside-out” view
on “value” and “innovation processes”, whereas Porsche had a clear “outside-in” view. In 2012
the year it launched; the company managed to sell only a quarter of the total predicted by the
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market analysts. A number that left Dow Jones’s MarketWatch with no room to call it anything
else but easily the year’s second-biggest new product flop.2
At Porsche in 2012, just a few years after Cayenne’s launch, the SUV accounted for half the
company’s total profit, and the famous 911 only generated a third. The main differentiator that
led to a very different outcome for these very similar initiatives were the approaches to capture
“value” and translating it to products and features that customers were really willing to pay for.
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2. Transaction management
A refrigeration systems manufacturer was in a state of overcapacity and this was crippling its
operation. The economics of this enterprise with a ROS of around 6.8%, a slight increase in
prices would have a significant impact on the bottom line compared to other levers.

By analysis of the historical transactional data, a significant leakage on the off-invoice side of
the price waterfall was discovered.
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It turned out that there was no direct correlation between the account size and pocket discount
level which was the expected pricing policy by the executive team across all sales.
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The problem here was the lack of visibility and the absence of structured processes
to manage the off-invoice discount elements in conjunction with on-invoice discount
elements. This meant that the company is willing to sell high-quality systems to various
brands without differentiating its value offerings.
The second step in this price excellence framework aims at setting and getting the right
price for each transaction. 3

3. Market Management
So far, we’ve covered the first two steps toward price excellence; the third step is called
Market Management. This step primarily demands a 360-degree overview of the industry
that your business operates in, as well as knowing the overall business strategy of your
organization, whether it is for market entry, growth, or profitability.
Following this realization, it aims to translate these two assets into the short-term and
long-term pricing strategies and policies. This step becomes even more important
as organizations grow, considering the potential commercial impact due to the loss of
agility to respond to market changes.
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Therefore, for organizations at the lower end of maturity spectrums, such as enterprises,
this becomes a sort of must-to-have element to be able reap sustainability the benefit
out of the first two steps in the price excellence framework over a long term.
But what are the commercial benefits that organizations can achieve by embracing the
third step? Organizations can:
•

Contribute to an industry-wide upward momentum!

•

Outstrip the market on the pricing tactics!

•

Identify possible underserved or untapped potential demands in the market!

This step is not easy at all and requires long-term vision, and not having this done
properly can create downward pressure on industry prices, and possibly years-long
market erosion due to a price war, something that we have seen in the telecom industry
over the last 20 years. 4
How does the typical road to mastery in this step look like? It is indeed not an easy one
for most companies, as it requires a long-term perspective, with tough decisions to be
made along the way, but we can name a few general best practices that we have seen out
there:
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A. Map Industry-wide Microeconomics
The common drivers in most industries can be cost, supply, or demand. Therefore, companies
should proactively plan for expected changes and prepare for ways to have a quick response
to the unexpected.

Cost
There might be various reasons that impact the total cost for a product or service such as
raw material, as outlined below, or new changes in the manufacturing or distribution or even
technology disruption.
Companies should first have business systems in place that allow them to get an updated map
of the full cost drivers, as well as ways to quickly spot any changes to these cost drivers. And
secondly, processes in place that allow for a quick and well-rounded response from the pricing
team to the front-line sales team.

Supply
Companies in those industries where prices are sensitive to changes in supply such as new
capacity coming online, patents expiration and plant availability must have processes and
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systems in place that allow them to make correct decisions on capacity levels to avoid any
abrupt price changes.

Demand
Develop insights into future market conditions and demand levels based on a deep
understanding of the forces behind total-market demand. For those who are interested in this
topic I recommend you have a look at the “Four Steps to Forecast Total Market Demand” by
William Barnett.5

B. Industry-wide Pricing Conduct
What we have presented so far might help companies to achieve quick wins based on
advanced microeconomic analysis on cost, supply, or demand or micro-optimizing contract
terms to capitalize on the insight generated. However, the other side of excellence on the
market level, often overlooked by companies, are the sustainable pricing policies.
An established, sustainable pricing conduct within an industry benefits all market players over
the long-term by avoiding price wars and regular price increases, fairly monetizing the value
of innovation. For more information on this topic, I recommend having a look at this Harvard
Business Review article, “How to Fight a Price War”.6
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4. Pricing Infrastructure
The fourth and final element is the “pricing infrastructure”. This step is the solidifying agent for
all previous steps in this framework. Embracing this step means that organizations know how
to:
•

Maintain their pricing performance.

•

Avoid returning to the status quo after realizing the quick wins and the early
improvements.

This step has a few sub-elements, and their implementation answers questions such as:
•

What are the processes around price change or discount approval? – What is the
structure of a pricing function and what expertise are required in this function?

•

What are the KPIs for recognizing and rewarding pricing excellence?

•

What systems and tools are required to support pricing excellence?

That’s our glimpse into a four-step pricing excellence framework that is designed to help
organizations to get the expected monetization level, irrespective of the economic situation
surrounding any initiatives.
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Trend #2:
The Great Reset: Commercial Excellence During
a Corporate Solvency Crisis
By Alan McCoy
The “Great Reset” or a corporate solvency crisis?
In 2020 the World Economic Forum coined the term “The Great Reset” to describe the initiative
to improve the state of the world following the global pandemic.
The slowdown of economic activity caused by COVID-19 and related emergency measures
implemented to tackle the pandemic and ongoing lockdowns have led to severe strains for
companies to meet their financial obligations. Many of the fixed costs and interest payments
on debt remain due while the cash flow intended to meet these obligations has evaporated.

A New Beginning or a New Crisis?
Whilst many are looking forward to putting 2020 behind them, the end of 2020 may also mark
the reduction of the COVID-19 temporary liquidity support or lifeline measures by governments
across the globe, and with that comes the potential for a sharp rise in insolvencies in 2021. The
narrative for 2021 will likely be a shift between a liquidity crisis to a solvency one.
5 Critical Trends in Commercial Excellence
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So we pose the question: Are we looking at a new beginning as part of a ‘Great Reset’ or are
we on the cusp of a corporate solvency crisis? Well, let’s explore some facts: Businesses have
spent much of the past 12 months scrambling to adapt to extraordinary circumstances.
The World Economic Forum conducted a study to explore the top risks as a consequence of
COVID-19; a prolonged global recession tops the list of most feared risks, closely followed by
bankruptcy, industry consolidation, failure of industries to recover, and a disruption of supply
chains.7
Research by trade-credit-insurance and risk-management company Atradius estimated that
global corporate insolvencies would increase by a whopping 26% in 2020, with all major
regions expected to be vulnerable. 8 With the recent spike in coronavirus cases and the
ongoing stricter lockdowns globally, we can expect things to get worse before they get better.
Another report by Euler Hermes predicts a global corporate insolvency increase of 35% over
2019 levels.9

Figure 1: Changes in insolvencies by 2021 (2021 level compared to 2019 level in %).
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The rise in corporate insolvencies & bankruptcies has so far been surprisingly modest, thanks
in part to the extraordinarily responses from governments and central banks. However, it is
likely this is the calm before the storm.
In the US, more than 200 corporations have joined the list of ‘zombie firms’ since the onset of
the pandemic, according to a Bloomberg analysis. 10 In fact, zombies now account for nearly a
quarter of those firms. Even starker, they’ve added almost $1 trillion of debt to their balance
sheets in the span, bringing total obligations to $1.98 trillion of debt.
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The Importance of Adaptability and Agility
The narrative for businesses in 2020 was about adaptability. Businesses around the globe have
been making adjustments in the way they sell their products and collect payment for them to
maintain volumes and customer relationships. Where businesses did offer trade credit, many
decided to increase the duration of payment terms they offered in a bid to increase flexibility
and competitiveness and support customer liquidity issues.
Research by trade-credit-insurance and risk-management company Atradius observed that
payment terms lengthened by an average of 12 days. A key feature of a supplier that customers
value highly during times of crisis is financial flexibility. Companies with a healthy financial
buffer have taken advantage of this by providing better payment terms to their high-value
customers and even temporarily cancel fees if needed.
Unfortunately, another key theme that was observed was that overdue invoices and write-offs
increased intensely, by two-thirds on pre-pandemic figures. This is a warning flag for disrupted
cash flow and liquidity issues. Corporations are having credit risk profiles adjusted and as a
result, will have fewer options to plug cash flow issues.
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2020 was the year for businesses to learn how to adapt and become agile under extraordinary
circumstances. I propose the narrative in 2021 will be to continue to build upon that agility,
particularly in the commercial organization in the face of a solvency crisis.

Four Key Takeaways for the Future
Now that we have explored some of the facts, let’s look at four takeaways relating to
commercial excellence.
•

Disrupted supply chains: The effects of the pandemic on supply chains were clear;
lockdowns lead to disruptions and workforce reduction strongly impacted production
levels. However, we must look now at a longer-term supply chain impact due to suppliers
potentially becoming insolvent or even bankrupt due to the prolonged financial stresses
during the pandemic. How will this impact the product offering, mix, or positioning?
Product alternatives (from alternate pre-qualified suppliers), cross-sell or upsell initiatives
may be necessary based on availability due to supply-side constraints.

•

Product offering: Based on potential supply-side impacts (due to insolvencies) or perhaps
internal issues due to in-house financial stresses it may be necessary to restructure
or consolidate the product mix. Changes to the product mix will inevitably lead to price
adjustment, re-alignment, and repositioning within the market.
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•

Market dynamics: Rapid response to these new market conditions was required and
product, as well as service companies, were forced to implement immediate measures.
Apart from cutting non-essential costs, a strong emphasis is put on minimizing the impact
on sales volumes. Pricing, like customer relationships, is a long game – know who your
core customers are and defend them especially now is not the time to lose your loyal
customers to price slashing competitors. There is a saying that Disruption creates space
for innovation and opportunity. As reported by Mckinsey, in the USA in Q3 2020 alone there
were 1.5 million new business applications in the US, double the figure for 2019. Combine
this with the growth of zombie companies struggling to stay afloat with ever-increasing
debt sets up the potential for an entirely new market dynamic.

•

Commercial organization: We should ask ourselves how potential supply & demand
disruptions (as a result of insolvencies) will impact the commercial organization and
ongoing commercial contracts & price agreements. Now it is more important than ever
to evaluate the most valuable customers, segments & channels and prioritize serving
and maintaining them. With the increase in late invoices and write-offs due to customer
liquidity constraints in addition to reduced customer credit profiles, commercial terms
will need to be monitored closely to align new risk tolerances.
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In conclusion, the narrative in 2021 will likely be to continue to build upon the commercial
agility in light of a potential corporate solvency crisis.
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Trend #3:
Scenario Planning for Strategic 					
Development in Uncertain Times
By Kalle Aerikkala
Uncertainty is high right now. In its outlook for 2021, the Economist stated 2021 will be a year
of unusual uncertainty.11 At the same time, the VIX index that measures market volatility has
almost doubled in a year.12 It is worth noting how many companies currently avoid making
future predictions or issuing any guidance on their 2021 outlook.

Why Does Uncertainty Matter?
The future is rarely predictable, but in hindsight it is always easier to claim things went as
expected. When the future is especially clouded the more unlikely scenarios can become
more plausible. In unpredictable environments, what previously was considered unthinkable,
may just have become an outlying possibility. To counter the risk of being caught unaware in
business turbulence, future scenarios need to be built and tested to ensure readiness.
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How to Deal with Uncertainty
Planning future scenarios starts by deciding what kind of development is both plausible and
possible. The plausible scenarios are the ones to get prepared for. Both positive scenarios
that accelerate business and negative scenarios that cause difficulties should be considered.
Actions derived from the scenarios can be divided into 2 categories:
1.

Measurement actions to determine which scenario is likely to happen

2. Proactive actions to create mitigate effects of a negative scenario or amplify an effect
of positive scenario.

Strategic Scenario Planning
At times of uncertainty and turbulence, the ability to adapt is critical. This requires both
measuring the right elements to determine that a scenario is likely to happen and having an
action plan for each scenario. Building strategic scenarios drives the organization to establish
a framework to define these adaptation plans.
From a commercial excellence point of view, one of the most important aspects of adaptation
is related to business models. When considering the adaptability of a business model, we need
to consider all its elements:
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•

Value Proposition

•

Profit formula

•

Key processes

•

Key resources

To be adaptive on the strategic level, consider how to deal with a situation where your
customers completely change their perspective on your current value proposition. That can
be a good base to model scenarios. The next question is, what would be the relevant path
forward? It could include restructuring key elements of the business model, changing the
playing field through merging with competition, or leaving that business completely.
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Taking Scenarios to the Tactical Level
Scenario planning also offers support for tactical decisions. Future business models and the
corresponding profit expectations are heavily impacted by pricing tactics. Pricing operations
can benefit in numerous ways from scenario planning.
One of the key elements is the price update process. An organization can ready itself for
different market situations by preparing several pricing approaches fitting to the strategic
business model scenarios. For example, introducing more market-driven pricing in a scenario
where the unique value proposition is beginning to erode through competitors catching up
either in technology or service.

Tactical Scenarios for Pricing
When and how to activate scenario-based actions in pricing is a question well worth
considering. An organization can prepare in advance by creating pricing models that are
stored and ready for use. Having the time to carefully plan and multiple pricing models is a
significantly better and more effective practice than reacting to market changes after they
have started to take effect.
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Establishing measurement and alert criteria to prompt decision-making can be an effective
way to ensure that it actually gets done, eliminating the human tendency to ignore negative
indicators. One beneficial analysis is a review of Price-Volume-Mix that provides insights into
the changes in the business environment. If, for example, product mix is trending towards
lower-margin products, that can indicate a change in customers’ value perception.

Scenario Planning Builds Strategic Agility
Strategic agility is a core competence that can be learned and systematically put into practice.
This agility can be achieved through strategic scenario planning as a key element of the
organization’s business model. Within the business model, there are certain elements as
pricing that are highly effective tools of managing change.
Creating scenarios on all levels of the business, from tactical pricing and sales operations to
strategy, and making that part of operational process will align an organization with whatever
the future might bring. Whether it is the increasing uncertainty or a year of déjá vu, as the
Economist predicted.
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Trend #4:
Improving Deal Velocity with Digital Negotiation
By Darius Fekete
Throughout the COVID-19 pandemic, businesses have shifted their purchasing channels.
Virtual sales and online marketplaces currently see significantly higher transaction volumes.
A recent McKinsey study calls out that almost 90% of B2B companies claim that their new goto-market models will stick.13 The prediction is not surprising; sales via virtual and self-service
channels have a significantly lower cost. On the other hand, the same study states that close
to 60% of B2B businesses are willing to spend more than $50K per order – 15% are ready to go
beyond $1 million.
Buyer confidence and comfort support the further evolution of online business. Even when
traveling resumes, eCommerce has already become the new normal that enterprises will scale
up. Acceleration is inevitable.
Nevertheless, some questions remain on how should companies target getting the most out
of their webshops? Is it possible to create a similar engagement level as direct channels, while
reaping self-service efficiency benefits?
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Digital Negotiation Answers the Need
The omnichannel world requires sales to present an aligned approach throughout the entire
customer journey when discussing commercial terms. Negotiating typically requires several
iterations between sales and customers: back and forth discussions, searching through
presented offers, going through deal desk review, and waiting for approvals all lengthen
the deal cycle. To mitigate associated risks, companies should look at enabling Digital
Negotiation in their self-service channels.
Digital Negotiation provides customers with the option to request a different price or
deal terms. Sellers enable a controlled bargaining process online to facilitate the sales
conversation. Automation supports repeating requests from buyers, while pre-defined
approval levels help to manage the long tail. Digital Negotiation frees up sales rep time to
focus on higher value and more complex deals.
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Let’s look at an example of how Digital Negotiation works (see illustration). As a buyer, I am
purchasing an item from a distributor’s webshop:
•

My selected product sells for €6.83 for 100 units. The price is individual, already taking
into account my relationship with the seller.

•

However, I am not happy with the price, and I want to pay less. The platform enables me
to make an alternative offer. €6.50 seems about right.

•

Once I enter my proposal, the system informs me that I can buy at that price if I purchase
29 more items. “Increase the quantity, and we can support the price.” I agree and make
the deal.

Easy, frictionless, and without the need to involve a sales rep for a trivial tradeoff. What’s
important? That the whole negotiation is conducted through a platform, without phone calls
or waiting for email responses.
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Increasing the Odds of a Transaction
Engagement created by allowing me to make an offer increases the likelihood to transact. On
top, the counteroffer raised the overall sales value. Digital Negotiation also allows closing deals
faster as they support prompt responses and shorten the sales cycle.
Deploying a solution for bargaining and sales conversations within self-service channels will
improve deal velocity and support post-pandemic go-to-market strategies.
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Trend #5:
Utilization of Value-based Buying and
Outcomes-centric Transformation Models
By Shawn Ehmann
There’s a genuine need for transformation in business, and it’s certainly been accelerated
by COVID-19. But to accomplish it requires navigating around significant business risks, and
making meaningful investments.
According to an Accenture report, industrial companies had spent over $100 billion on scaling
digital innovations to drive new experiences and efficiencies. Yet 78% of them struggled to
reach expected earnings. A mere 22% saw a return on their digital investments that exceeded
expectations.14
The reason that happens is because many companies think that achieving Commercial
Excellence is mainly a technology problem. But in doing so, the way they set up and execute
their initiatives are fundamentally flawed.
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What’s needed to correct this? The application of value-based, outcome-centric methods in
pursuit of three overarching goals:
1.

De-risk Initiatives: It’s not exaggeration to say that people put themselves at risk in
undertaking large-scale commercial initiatives requiring large investments and crossfunctional execution.

2. Accelerate Time-to-Value: There’s a significant business case associated with
transformation initiatives, and implementation delays involve sizable costs in terms of lost
benefits – from hundreds of thousands to perhaps millions of dollars per month.
3. Achieve Exceptional Outcomes: We’re not in search of adequate or “good enough”
outcomes, but truly exceptional and transformational ones.
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Why Do Companies Struggle with Transformation?
As we’ve said, it’s because they treat the process as if they’re buying a tool:
•

They post an RFP...

•

An evaluation panel watches provider demos...

•

They make a decision that is often focused on product bells-and-whistles or cost...

•

Not based on the value a provider delivers in actually helping fulfill transformation
imperatives.

In other words, how you buy a solution determines the outcomes you achieve – or fail to
achieve – down the road.
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The Steps in a Value-based Buying Process
There are four natural steps in a value-based buying process:
1.

During the Qualitative Discovery phase, the would-be provider sits with the P&L
owner/stakeholder(s) to provide the expected case studies and insights to justify
their offering.

2. The Fit & Value Workshop requires cross-functional, leadership-level
participation, where key findings from the first phase are reviewed, the
potentiality of the solution is explored/demonstrated in greater depth, and
there’s a strong evaluation of how it will fit into the organization.
3. During Value Validation, there’s even more granular examination of how the
potential solution will deliver value over the long haul.
4. This is capped by final Stakeholder Evaluation, where a highly customized demo
based on previous inputs to the provider is conducted, benefits are assessed,
and a decision is reached.
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Two Principles at Play
There are two important principles at play that are designed into every step of a solid valuebased buying process:
•

There needs to be a collaboration between the buyer team, even at the executive level,
and the provider: This involves a continual commitment and exchange of information and
views. The more involved both parties are in this process, the more robust and accurate its
outcome will be, with a higher level of ongoing commitment.

•

Implementation begins now, not at launch: Many activities around areas such as change
management and performance management commence during the buying process, not
afterward,

In such a situation, the provider will build multiple successive workshops into the overall
process, rather than wait for the “eleventh hour” before launch to address critical issues. This
helps drive collaboration between customer and provider that leads to a much more defined
and realistic future roadmap.
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By moving from initial alignment through a series of collaborative workshops and touchpoints,
the customer and users are set up to achieve better outcomes, more rapidly, turning them into
transformational buyers who are delivering positive impacts with much greater speed.

Going Beyond Go-Live
Finally, it’s key to remember that the journey to Commercial Excellence doesn’t stop at
launch. Commercial Excellence is, of course, a “forever project” that should see continuous
improvement and agile adjustment over time.
A business is constantly evolving and will need to add new functionalities, components, or
support service, may roll a solution out to new regions, or need to adapt it to new ways of
working.
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