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Abstract 
In today’s world, change is faster than ever with rapid technological development and increasing global 
competition. The effects of globalization have led to more intense international competition when 
competitors originate from different parts of the world. Thanks to the use of new information technology, 
transparency has increased and made it possible for customers to compare products and prices between 
suppliers and prices in different markets and also buy cross-border. This puts pressure on companies to 
differentiate and develop their competitive advantage. Pricing could be such an advantage. Organizations 
need to develop pricing strategies well adapted to meet these external changes and remain profitable. 
Value-based pricing strategy has proven to help companies to move away from discussions about pricing 
and instead focus on the unique value the company’s offerings can provide the customers. This is also the 
pricing strategy that creates the best opportunities to maximize the profit in every sales situation. 
Therefore, this study has investigated how OEMs work with value-based pricing strategy and pricing 
processes in the context of globalization and ICT.  
 
This has been done by conducting a case study at the company Atlas Copco in Sickla, Sweden, that is 
market leader within sustainable production solutions. The case study consisted of interviews with, and a 
questionnaire sent out to, managers at Atlas Copco, Industrial Technique, General Industry, involved in 
the pricing process. 
 
The results indicate that Atlas Copco strive to work with value-based pricing and are somewhat taken into 
consideration global trends affecting pricing and working internally with factors affecting pricing. 
Furthermore, the findings suggest that in order to use value-based pricing in the context of globalization, 
the company should state and implement a clear pricing strategy, decentralize pricing authority, provide 
the sales organizations with guidelines, training and communication platforms and work to move away 
from commodities. 
 
The findings of this study have implication both in a theoretical and industrial aspect. From the theoretical 
aspect, the findings contributes to the existing research about value-based pricing, a research area which 
is usually fragmented and mostly describes what value-based pricing is, not how it is used, especially not 
in a global context. This study contributes with a case showing how OEMs are working with value-based 
pricing, taking into consideration both global trends and internal factors. From the industrial aspect, the 
results from this study give OEMs competitive advantage through following the findings about what 
internal and external factors to consider when working with their pricing strategy. 
 
 
Key-words: Value-based pricing strategy, pricing process, pricing strategy, OEM, MNC, globalization, 
transparency, internal communication 
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Sammanfattning 
Idag är förändringstakten snabbare än någonsin med snabb teknisk utveckling och ökad global 
konkurrens. Globalisering har lett till hårdare internationell konkurrens. Tack vare användningen och 
spridandet av ny informationsteknik har transparensen ökat och gjort det möjligt för kunder att enkelt 
jämföra produkter och priser mellan leverantörer och marknader och även skapat fler möjligheter för 
kunderna att köpa produkter och service från andra delar av världen. Detta ställer krav på företagen att 
differentiera sig och utveckla sina konkurrensfördelar. Prissättning är en av många möjliga 
konkurrensfördelar. Överlag måste företag utveckla prissättningsstrategier utformade för att möta 
förändringar i omvärlden och förbli lönsamma. Värdebaserad prissättning har visat sig flytta fokus under 
förhandlingar mellan köpare och säljare från pris till det unika värde säljarens erbjudande kan ge kunden. 
Det är också den prisstrategi som skapar de bästa möjligheterna att maximera vinsten vid varje 
försäljningssituation. Med detta som utgångspunkt, undersöker denna studie hur OEMs arbetar med 
värdebaserad prissättning och prisprocesser mot bakgrund mot globalisering och informationsteknik.  
 
Detta har gjorts genom att genomföra en fallstudie på företaget Atlas Copco i Sickla, Sverige, som är 
marknadsledande inom hållbara produktionslösningar. Fallstudien bestod av intervjuer och en enkät som 
skickades ut till chefer på Atlas Copco som är involverade i prissättningsprocessen. 
 
Resultaten från studien tyder på att Atlas Copco strävar efter att arbeta med värdebaserad prissättning och 
tar till viss del hänsyn till de globala trender och interna faktorer som påverkar prissättningen. Vidare 
visar resultaten från studien att företag bör upprätta och kommunicera en tydlig prisstrategi, decentralisera 
prissättningsbeslut, ge de lokala säljorganisationerna riktlinjer, träning och kommunikationsplattformar 
för att använda värdebaserad prissättning på ett framgångsrikt sätt. 
 
Resultaten från denna studie ger implikationer både från ett teoretiskt och industriellt perspektiv. Från det 
teoretiska perspektivet bidrar resultaten till befintlig forskning om värdebaserad prissättning, ett 
forskningsområde som vanligtvis är splittrat och beskriver vad värdebaserad prissättning är, inte hur det 
används. Denna studie bidrar med en fallstudie som visar hur OEMs arbetar med värdebaserad 
prissättning och i detta tar hänsyn till både globala trender och interna faktorer. Från det industriella 
perspektivet, ges OEMs konkurrensfördelar genom att följa de rön kring hur interna och externa faktorer 
bör tas i beaktning då man arbetar med värdebaserad prissättning. 
 
 
Nyckelord: Värdebaserad prisstrategi, prisprocess, OEM, MNC, globalisering, transparens, intern 
kommunikation 
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1. Introduction 
In this chapter, the background of the research is presented and the problem, purpose and 
research questions are introduced. At the end of the chapter, delimitations and the contribution 
of the research are presented and discussed. 

1.1. Background 
In today’s world, change is faster than ever with rapid technological development and increasing 
global competition (Baily et al., 2005). Over two decades ago, Wheelwright and Clark (1992) 
argued that the effects of globalization have fundamentally changed the rules of competition as 
international competition has become more intense and demanding when competitors originate 
from different parts of the world. Today, thanks to the use new information technology, 
transparency has increased and customers today are, at least in theory, well informed of what is 
available on the market. This puts pressure on companies to differentiate and develop their 
competitive advantage. Pricing could be such an advantage. According to Monroe (2003) the 
choice of a price strategy is a key strategy decision for a company to make. For the global firm, 
changes in pricing have more impact than most other profit generating initiatives. Even small 
changes in pricing can result in large bottom line adjustments (Özer & Phillips, 2012).  
 
Indeed, the process of globalization puts new challenges on pricing, which has become more 
complex in recent years. Businesses that are selling the same product in many different markets 
are facing challenges in how to balance their pricing over the world (Özer & Phillips, 2012). 
This is in the wake of Information and Communications technology (ICT) which has also led to 
a higher level of transparency and made it possible for customers to be able to easily compare 
products and prices between suppliers and prices in different markets (Felle, 2015). 
 
Customized marketing and sales activities, including individualized pricing, has been on the 
increase following ICT diffusion (Frenzen et al., 2010). Customers are asking for differentiated 
products, well adapted for their particular needs, rather than standard products (Olve et al., 
2013). With this in mind, it may be argued that a value-based pricing strategy seems to be a 
suitable pricing strategy for manufacturing firms to use. Value-based pricing is defined as setting 
different prices for different market segments based on the value each segment receives from the 
product or service. Such value could be total savings, financial gains, or satisfaction that the 
customer receives from using the product or service offered. What each customer is willing to 
pay is correlated with the value derived from the offering (Nagle & Hogan, 2006). Value-based 
pricing is intended to make companies more competitive and profitable than when using simpler 
pricing methods and is focused on creating long-term value for the customer and optimizes profit 
in each sales situation (Alinezhad Sarokolaee et al., 2012). 
 
Although new and innovative pricing models are becoming more common, many managers are 
still thinking of pricing as a one-dimensional activity, as a choice between high or low price 
(Cöster, 2015). Kohli and Rajneesh (2011), argue that pricing should be handled as a science, 
with precision, but often ends up being approximations. Within the field of business economics, 
few researchers in Sweden have discussed pricing and it is still seen as rationality, i.e. that it is 
about counting and numerically come up with a price. According to Cöster (2015), pricing is a 
fragmented research field since few researchers are looking at pricing from the strategic 
perspective. 
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In this context, Original Equipment Manufacturers (OEM) with global businesses and 
Multinational Corporations (MNC) have to carefully elaborate a global price strategy since ad 
hoc pricing decisions can damage the brand and have a negative impact on profitability. For the 
sake of clarity, the term OEM is used for a company that makes a part or subsystem that is used 
in another company’s end product (Dictionary of IBM & Computing Terminology, 2015) and 
the term MNC describes usually large corporations that produce or sell goods and services in 
various countries (Doob, 2013). OEMs rely on their ability to cut the cost of production through 
economies of scale. This thesis focuses on Atlas Copco, a Swedish multinational OEM. Atlas 
Copco was founded in 1873 and today has customers in more than 180 countries. In 2014, Atlas 
Copco had a turnover of 94 billion and more than 44,000 employees (Atlas Copco’s Annual 
Report, 2014). The business unit Industrial Technique is today market leader in manufacturing of 
high quality handheld assembly tools such as grinders and screwdrivers. Atlas Copco provides 
the customers with commodity products, unique products and also offers the customers complete 
solutions of tools, for example when a customer is about to implement a new production line. 
Their main customers are found in the automotive and aerospace industries. Industrial Technique 
has several factories and Customer Centers (CC), which act as sales organizations for Atlas 
Copco, in the world, with the headquarters located in Stockholm. 
 
Today, the marketing department located in the headquarters devises the pricing strategy. In 
essence, it is the decision makers at the marketing department that develop a global price 
strategy, which is used as a base for the Product Managers (PM) when pricing their products. 
These prices are compiled by the pricing and controlling-team into a global price list called Atlas 
Copco Reference Price (ARP), which is sent to the local CCs that then create a local price list for 
their respective market. Thereafter, salesmen negotiate the price directly with customers. This 
makes the final pricing decision decentralized, which is in line with Atlas Copco’s 
decentralization strategy of giving responsibility to the people closest to the local customers. 
(McAllister, 2015) 

1.2. The problem 
As indicated in the introduction, the process of globalization with new players and ICT has 
resulted in greater transparency between companies and customers. The number of competitors 
capable of competing at a world-class level has grown and the competitors have become more 
aggressive. At the same time, customers can now easily access to information via the Internet 
and compare the price of the same product between suppliers and borders (Nagle & Hogan, 
2006). This puts new demands on OEMs to have a global coordination related to pricing and also 
raises the question whether price harmonization between markets it needed. 
 
According to Indounas (2006), for a company to optimize its profitability, a value-based pricing 
strategy seems to be most suitable to apply. Companies are striving to use value-based pricing as 
their main pricing strategy but find it complex to use and often end up using other pricing 
strategies. In the existing literature, it has many times been described what value-based pricing is 
but not how to apply it within a global organization. Previous research about pricing is 
fragmented and there is a lack within the existing knowledge about pricing from a strategic 
perspective (Friberg, 2015). For multinational OEMs, such as Atlas Copco, it is hard to assess 
whether they are using an efficient global price strategy and also to understand what is needed 
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internally to succeed with value-based pricing. This makes it hard for OEMs to evaluate whether 
they are maximizing their profitability, with respect to price setting, or not. In addition, there is a 
lack of understanding and control of how the global price strategies are applied in local sales 
organizations around the world. Not only managers, but also academics, have shown little 
interest in the subject of pricing. 

1.3. Purpose 
Against this background, the overall purpose of this thesis is to investigate how OEMs works 
with value-based pricing strategy and pricing processes in the context of globalization and ICT.  
 
The study aims to provide a better understanding of what OEMs should consider internally when 
using a value-based pricing strategy and also of the external requirements put on OEMs and how 
they work to meet these requirements. 
 
In order to achieve the purpose above, this study is empirically grounded in a Swedish 
multinational OEM, Atlas Copco’s business unit Industrial Technique, division General Industry. 
The division has a goal of increasing profitability through better understanding and use of value-
based pricing as their global price strategy and therefore this is an interesting case to study. 

1.4. Research question 
The purpose will be achieved by answering the following main question: 
How are OEMs working with value-based pricing strategy and pricing processes in the context 
of globalization? 
 
The following subset of research questions have been formulated to achieve the purpose and 
answer to the general main question above: 
 
 RQ1: What external factors affecting pricing are put on OEMs operating in a global 
environment? 
 
RQ2: How are OEMs working with pricing strategy and pricing processes? 
 
RQ3: What are the factors that internally play a role when applying a value-based pricing 
strategy? 

1.5. Delimitations 
Global pricing strategy is a huge and complex area. Due to the size of the research area and the 
limited time set aside for the project, some limitations were made for this study. One of these 
was to only investigate the price strategy for one single company within one specific industry. 
To prevent the case to become too broad, the study was limited to only look into one division 
within the business area Industrial Technique called General Industry. The geographical markets 
studied in the research are the US market, the Central European market, the Chinese market and 
the Indian market. The markets US, Central Europe and China together constitute 60% of the 
total market for Industrial Technique. The Indian market was studied due to its peculiar 
characteristics with high price pressure and a tradition of using cost-plus as pricing strategy. The 
focus for this research was how the CCs are adopting and using the global price strategy; the 
research scope did not cover how the global PMs are setting the prices for products. The research 
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did not make any difference between customer segments or product groups when looking at the 
pricing. The primary project description from Atlas Copco included investigating how the global 
price strategy is applied on a local level. When looking at this, it was more relevant to look at 
how the differences between geographical markets affected the price strategy than how the 
strategy was applied at different product groups or customer segments. One reason for this is that 
the same product portfolios are used in all different markets. It could have been interesting to 
look at differences in prices between different customer segments, but this is something that will 
be left to further research since including such a study in this research would be too complex. 
When looking at the global context and the effects it has on global price strategy, this was 
limited to only look at the effects from globalization and ICT. This limitation was made due to 
limited time and their relevance, both according to previous research and the case company. 

1.6. Contributions 
The study will contribute to the literature by giving understanding of what external requirements 
that are put on the OEMs today and how they work to meet these requirements. Also it will 
contribute with knowledge about how global OEMs can work with their global price strategy and 
what they should consider internally in order to maximize their profitability through the use of 
value-based pricing. However, due to the fact that the case study is carried out at one division at 
the company Atlas Copco it can never be fully extended to another company or maybe not even 
to another division. 

1.7. Outline of the thesis 
This thesis consists of seven chapters:  
 
In Chapter one, Introduction, the background to the problem and why the research is of interest 
and needed, was presented. Also the purpose, the main question and the research questions were 
presented.  
 
Chapter two, Method, presents how the research method was conducted. The methodological 
approach and research design that was used is presented followed by a discussion about the 
validity and reliability of the research.  
 
In chapter three, Literature review, the relevant literature in the field of global trends, pricing 
strategy and how to implement value-based pricing is presented. 
 
In chapter four, Atlas Copco, a background of the case company is given.  
 
In chapter five, Findings from interviews and questionnaire, the results from the questionnaire 
and the interviews are presented. 
 
In chapter six, Analysis and Discussion, the result is analyzed and discussed with the literature as 
a base.  
 
In chapter seven, Conclusion, the research questions and the main question are being answered. 
Further implications for the case company and future research are presented. 
 
The process conducted to reach the conclusions is presented in Figure 1.  
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Figure 1. Procedure to reach the conclusions. 
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2. Method 
In this chapter, the research method used to conduct the study is presented. A case study at Atlas 
Copco’s business unit Industrial Technique has been chosen as the main research method, 
consisting of a questionnaire and numerous interviews. In this chapter, each method is defined, 
described and justified by discussing its strengths and weaknesses. Initially, the choice of 
methodological approach is presented. Further, the research design with its underlying methods 
is presented. Finally, the validity and reliability of each research method is discussed. 
                                        

2.1. Methodological approach 
Since the research question concerns understanding and analyzing a field of study that is rarely 
researched, an inductive approach was chosen. An inductive approach starts by collecting data, 
without the researchers having any expectations. Thereafter, the data is analyzed and theories 
formed. This kind of approach allows the researcher to discern suitable theoretical explanations 
from individual observation to statements of general patterns or laws, thus moving from the 
specific to the general (Collis & Hussey, 2009). For this study, an inductive approach has been 
chosen because there is little known about the pricing strategies for MNCs (Cöster, 2015) and 
thus there is a gap within the existing body of knowledge where there are few existing 
conceptual and theoretical structures that can be tested. 
 
The research objective for this thesis is to explore how OEMs are working with value-based 
pricing strategy and processes in the context of globalization. This is done through a case study 
approach. A case study is an empirical study about a present phenomenon within some real-life 
context when the boundaries between phenomenon and context are not clearly evident (Yin, 
2003). The features of a case study seemed to fit the purpose and objective of this thesis (Collis 
& Hussey, 2009). The case study has three strengths: first, the phenomenon is studied in its 
actual context and natural setting, facilitating a deeper understanding of the problem (Collis & 
Hussey, 2009). Second, the possibility to answer why, what and how questions with an 
understanding of the studied phenomena and third, that the case study enables exploratory 
investigations (Voss et al., 2002). Exploring a single phenomenon in its natural setting can imply 
in-depth knowledge and even though limited to exploring only few aspects of the case company, 
the results can be very stimulating and original (Collis & Hussey, 2009). 
 
The first step of a case study is to select an appropriate case (Collis & Hussey, 2009). The case 
study for this thesis was conducted at the division General Industry within the business area 
Industrial Technique at the company Atlas Copco since the scope of the research originates from 
the supervisor’s perception that there was a lack of understanding when it comes to pricing 
processes at GI. This company also seemed appropriate for the study, as the researchers were 
able to capture the issue that they found interesting. Atlas Copco has a global presence, is market 
leaders in many parts of the world within GI and has started to realize the importance of pricing. 
As described in the introduction, transparency and globalization has created new challenges for 
MNCs facing better-informed customers that demand lower prices while requiring customized 
solutions. This reality also applies to Atlas Copco as they are facing increased pressure both 
from customers and competition around the world. It is therefore of interest to see how they 
work with value-based pricing in the global context. Pricing is usually a sensitive matter since it 
is connected to differentiation strategies and competitive advantages for a company, and access 
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is usually a problem when doing research about pricing (Cöster, 2015). The access to documents 
and people working with pricing at Atlas Copco was therefore highly valued by the researchers. 
 
The case study may be described as an opportunist case study, since the opportunity to explore a 
phenomenon has emerged due to the researchers’ access to a particular business (Collis & 
Hussey, 2009). Combining different methods is allowed when using a case study. In this study, 
different methods were used in order to obtain in-depth knowledge about the research field. A 
both qualitative and quantitative method including semi-structured interviews and a 
questionnaire was chosen. These two methods will be discussed in the following sections. 

2.2. Research design                             
An iterative approach was used during the study, in which the problem formulation, purpose and 
research questions were continuously updated as new knowledge was gained (Blomkvist & 
Hallin, 2015). The problem formulation was based on the description of the thesis, stated by the 
client who was also supervising the project from Atlas Copco. In the early phase, the scope of 
the research originated from the perception of the supervisor at Atlas Copco that there is a lack 
of understanding when it comes to pricing processes at the CCs. Unstructured interviews were 
conducted at Atlas Copco as part of the pre-study to get a better understanding of what should be 
studied. With this as a base, the literature review started. This provided the researchers with an 
overview of existing research and theory in the field and gave a better understanding of the 
knowledge gap, which served as a foundation of what to actually study during the research. The 
literature review was conducted parallel with the data collection. Empirical data gathered from a 
questionnaire and several interviews gave further information about pricing at all levels of 
General Industry. Based on the existing body of knowledge related to pricing strategy and the 
empirical findings, the overall research question was discussed and updated. After analyzing the 
empirical data and reviewing the literature, the problem formulation, purpose and research 
questions were once again updated and then the researchers would iterate through the entire 
process again. The writing process progressed simultaneously as the data collection and analysis. 
                                                                                    
A thorough description of each component in the research design is given in the following 
sections. 

2.2.1. Pre-study 
A pre-study was carried out in the beginning of the research to gain better holistic knowledge 
about the context and current situation at the case study company and how their global pricing 
strategy is created and applied on a local level today. The pre-study is a process to become 
familiar with the context in which the case study will be performed (Collis & Hussey, 2009). The 
outcome from the pre-study helped to formulate a preliminary problem definition and the 
research questions before taking any decisions affecting the direction of the research. 
 
The pre-study consisted of unstructured interviews with nine employees at Atlas Copco. The 
interviews were unstructured in order to let the interviewees provide answers with their own 
words, but it was clarified in the beginning of the interviews that the questions were related to 
the topic pricing strategy. According to Collis and Hussey (2009), unstructured interviews are 
suitable when trying to understand and formulate the problem.  
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The interviewees were selected after suggestions from the supervisor at Atlas Copco and were 
chosen because of their insight in the current price strategy, its obstacles and potential 
improvement areas. All of the interviewees were managers, some of whom are working at the 
headquarters while others are working in the local CCs. The spreading of the interviewees made 
it possible to see if opinions differed depending on the organizational level and in such way 
reach a holistic view. 
 
The interviews were held in conference rooms at Atlas Copco’s premises in Sickla, six of the 
interviews were face-to-face interviews and three of them were phone interviews. The interviews 
lasted for 45-90 minutes and were recorded with the permission from the interviewees for later 
transcription while keynotes were taken on site. Both researchers were present during the 
interviews in order to avoid interviewer bias (Bell, 1995). The names of the interviewees are 
excluded due to anonymity but are instead presented by their position, department and 
organization in Appendix 1.  
                   
In addition to the initial interviews, PowerPoint presentations concerning Industrial Technique’s 
general strategy review process and the controller team’s financial review process were gone 
through. The outcome of this was a better understanding of the strategic objectives and how the 
financial results are being monitored. 
 
The researchers also attended meetings during this period of time where they observed and took 
notes of what was being discussed. This was a way to gain insight in current discussions and 
further understand the internal ways of working in the organization when pricing a new product. 
This might be difficult to replicate and can thus be seen to decrease the reliability of the study.   

2.2.2. Literature review 
Parallel with the study, literary sources have continuously been reviewed in order to gain a better 
understanding of the existing research and knowledge about pricing strategies, form a foundation 
for the empirical study and stay up to date with new findings in the field. The literature review 
helped to understand the qualitative data within a context and was a foundation for the analysis 
of the result. A literature review is not just a description of previous research collected during the 
process, but a critical analysis of the relevant literature for the conducted research. The reviewed 
literature also gave insight into how other studies about pricing have been conducted and helped 
the researchers to create the research design in an appropriate way and shape the process of data 
gathering (Collis & Hussey, 2009). 
 
The reviewed literature consisted of a large number of articles from journals, books and other 
published works. The literature was found on scholarly databases such as Google Scholar and 
Primo. The books were found at the library at Stockholm School of Economics. 
 
The literature reviewed for this study has focused mainly on pricing strategy, how to create and 
implement a pricing strategy, global trends for MNC affecting pricing, the decision between a 
global standardization and local adaptation, and internal communication of strategies. Search 
words frequently used and combined were “price strategy”, “MNC”, “OEM”, “globalization”, 
“marketing strategy”, “global pricing”, “value-based pricing”, “decentralized pricing”, 
”communication of strategy”, “implementation of strategy”, and “industrial companies”. 
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In the initial search, a wide range of literature was found and the researchers worked to 
understand what literature that was relevant for the thesis. A thorough investigation of frequently 
cited authors and researchers was made while reference lists in the articles were reviewed. Later 
on, the search process was narrowed down. The relevant existing literature was categorized into 
subgroups depending on their content. A spreadsheet was used in order to keep an overview of 
the relevant articles, to which keywords were written down. After collecting articles and reading 
books, the literature review was written, critically presenting the existing knowledge within the 
areas that this research intends contributing to. 
 
In order to gain a more comprehensive picture of the research made within the field of global 
pricing, interviews with professors and pricing consultants were carried out. The interviews with 
these experts focused mainly on the current knowledge they have within the field. 
 
Due to the limited time of this research, it is impossible to assure that all existing relevant 
literature has been covered, even though the aim of the literature review is to give an exhaustive 
overview of all the relevant research and literature. In addition, some of the reviewed literature is 
more than 20 years old, which might decrease its validity.  

2.2.3. Questionnaire 
Business Line Managers at the 20 Customer Centers were asked to fill out a questionnaire as one 
of the primary sources for data collection. The BLMs were selected to fill out the questionnaire 
due to their authority, responsibility and insight regarding pricing at the specific CC. The 
purpose of the questionnaire was to collect both quantitative and qualitative data and obtain an 
overview of how pricing is made in the CCs in different markets around the world. The 
questionnaire provided data and knowledge about different market conditions and how the CCs 
are working with pricing that could not be found in the literature. 
 
The questionnaire was divided into three parts; Market conditions, Pricing and Communication. 
The themes derived from the researcher’s understanding of previous literature related to pricing 
and the perceived importance of investigating how OEMs are working with them in reality. The 
questions related to these three themes emerged from the pre-study and were reviewed by the 
researchers in cooperation with the supervisor at Atlas Copco several times. The questionnaire 
consisted of 25 mandatory questions, which are attached in appendix 3. A structured 
questionnaire was used so that all participants were asked the same questions in the same order. 
The questions differed in ways of answering whereas some were single-answer questions, some 
multiple-answer questions and other free-text questions. In addition to the mandatory 25 
questions, the respondents had the optional opportunity to share additional thoughts and 
comments. All 25 questions needed to be answered in order to submit the questionnaire. This 
was done to eliminate the possibility of item non-response, which can be present if participants 
did not complete the whole questionnaire (Collis & Hussey, 2009).  
 
A test of the questionnaire was conducted with the BLM at the Nordic CC in order to receive 
feedback. Thereafter, the questionnaire was updated before distributing it to the CCs. This was 
made in order to increase the validity (Collis & Hussey, 2009). 
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The distribution method was an online questionnaire, designed in a web-based tool. The 
questionnaire was sent by email through the intranet from the researchers’ Atlas Copco email 
addresses as the respondents are situated in different countries around the world. In the e-mail, 
the purpose with the study and the questionnaire was clearly stated. According to Blomkvist and 
Hallin (2014) this will help to increase the response rate. Respondents were asked to fill out their 
position and location so that the researchers were able to ask follow-up questions to specific 
CCs. 
 
All of the CCs were asked to fill out the questionnaire. Although the population could be seen as 
small to medium it is exhaustive. By the end of the first week, 8 out of the 20 respondents had 
answered. A week after the questionnaire was sent out, a reminder was sent out by email with a 
deadline date and thereafter 10 more respondents filled out the questionnaire the following week. 
The total amount of responses was 18, which represent a 90% response rate. This is displayed in 
Table 1. When using a questionnaire methodology, it is not crucial to have a sufficiently large 
and unbiased sample since the aim of the data collection method is not to generalize to the 
population but to gain insights from the cases in the sample (Collis & Hussey, 2009). 
 

Sent out Responded Response rate Population Sample 

20 18 90% 20 20 
Table 1. Response rate for questionnaire. 

2.2.4. Interviews 
Semi-structured interviews were conducted as a primary method for collecting qualitative data 
for the analysis to obtain deeper knowledge about how the global price strategy is developed, 
communicated and adopted. The data collection involved in-depth interviews with both 
managers within marketing, local and global PMs, Business Line Managers (BLM), Global Key 
Account Managers (GKAM) and divisional managers with different positions, capturing 
different views related to pricing at Atlas Copco. 
 
In this study, the BLMs from four of the 20 CCs were interviewed. The revenues from the CCs 
in the US, Central Europe and China together account for 60% of the total revenues while India 
was chosen due to its high price pressure that the client at Atlas Copco wanted to gain a better 
understanding of. The purpose of the interviews was to gain a better understanding of how the 
CCs are adopting the value-based pricing strategy and working with pricing processes and 
review the communication between the CCs and the division. The interviews were conducted 
after the results from the questionnaire had been analyzed and some of the questions were based 
on the outcome from the questionnaire. The questions based on the answers from the 
questionnaire were asked in the end of the interview so that the BLMs could give their honest 
opinions without being influenced by the results from the questionnaire (Collis & Hussey, 2009; 
Hsieh & Shannon, 2005). 
 
The local and the global PMs were interviewed in order to better understand how the pricing 
strategy is used in practice, how they perceive that the communication is working and what they 
perceive is missing when it comes to training and guidelines regarding pricing. The focus in the 
interviews with the PMs was to gain better knowledge about how they are applying the price 
strategy. 
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In addition, divisional managers were interviewed to get a better understanding of how the global 
price strategy is developed. These interviews also contributed to a better understanding of how 
the communication between the division and the CCs works. Different managers at the division 
involved in the pricing process were interviewed so that the same information could be collected 
from different sources within the same division. 
 
Interviews with GKAMs helped to obtain a deeper knowledge about the demands from global 
customers, how they are handled and how their contracts are negotiated and monitored. The 
interviews also aimed to provide a better understanding of how the communication between the 
division, the CCs and the GKAMs work. 
 
All the interviews were semi-structured interviews with open-ended questions to ensure that the 
interviewees gave answers that reflected their own thoughts rather than Atlas Copco’s thoughts. 
Semi-structured interviews are appropriate when the subject matter is commercially sensitive. 
The main purpose of semi-structured interviews is to understand what the interviewee thinks, 
does, or feels (Collis & Hussey, 2009). Semi-structured interviews allow the researcher to ask 
additional questions to explore new issues or when more detailed information is needed (Collis 
& Hussey, 2009). Structured interviews were not a valid option for this study as these kinds of 
interviews limit the answers and explanations given by the interviewees (Collis & Hussey, 
2009). The interviews were directed with the help of a set of semi-structured questions that 
formed a guideline. These questions can be found in Appendix 2. The guideline was used more 
as a checklist for the covered areas, rather than questions that needed to be asked. The questions 
that were prepared in advance helped gathering the same information from all different 
interviewees. The interviewees were informed in advance about the topics covered and all 
interviewees participated on a voluntary basis. 
 
Some of the interviews were conducted in conference rooms at Atlas Copco’s facilities in Sickla, 
Sweden, while others were conducted through a video conference call system when the 
interviewee was located in a different part of the world. This system enabled the researchers and 
interviewees to see each other on a TV screen. During the interviews, both researchers were 
present and took keynotes. One of the researchers was mainly responsible for conducting the 
interview and the other was responsible for writing a protocol. The protocol writer also made 
sure that all areas of interest were covered during the interview. All interviews were recorded 
with the permission from the interviewees and were thereafter transcribed for later analysis. The 
interviews lasted 45-90 minutes. The language used was either Swedish or English depending on 
the interviewee’s preference. 

2.2.5. Data analysis       
In the section, it is presented how the interviews and questionnaire were analyzed. 
     
Questionnaire 
To analyze the data collected through the questionnaire, a multi-method was used. This implies 
combining qualitative and quantitative methods (Watkins & O’Neil, 2013). The questionnaire 
aimed to provide evidence of patterns within the chosen population and qualitative data to 
provide the research with more in-depth insights on participant attitudes, thoughts, and actions 
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(Kendall, 2008). In order to achieve this, the questionnaire contained both closed-ended and 
open-ended questions, which is also an example of multi-method (Hewson, 2006).  
 
Some of the advantages of using multi-method is that it widens the scope of the study to take in 
contextual aspects of the situation and that it is a way of triangulating data by combining a range 
of methods (Tashakkori & Teddlie, 1998). The trustworthiness of information will be greater if 
quantitative and qualitative approaches to data collection and analysis are combined rather than 
being used separately and collecting different kind of data by different methods provides a wider 
range of coverage that may result in a fuller picture (Bonoma, 1985). 
 
The qualitative data was analyzed in a similar way as the way described below for the 
interviews, while the quantitative data was analyzed by using statistical tools such as bar graphs 
and pie charts. Such statistical tools are appropriate to use when presenting frequency 
information (Collis & Hussey, 2009). 
 
Interviews 
The data collected from the interviews were analyzed using a content analysis. The content 
analysis was chosen in order to avoid using preconceived categories and instead letting 
categories and themes derive from the transcribed interviews (Hsieh & Shannon, 2005). The data 
analysis started by reading all data independently to obtain a sense of the whole. The data were 
read repeatedly since it is crucial to become familiar with the data in order to create separate 
descriptions of events, opinions and phenomena that can be used to identify patterns (Tesch, 
1990). 
 
The content analysis used to analyze the qualitative data consists of three main elements: 
reducing the data, restructuring the data, and detextualizing the data (Collis & Hussey, 2009). 
 
Reducing the data means removing what is not relevant for the study in order to only investigate 
data of interest. The starting point was to remove what was not relevant, based on the research 
questions. 
 
The collected data were first in chronological order, reading each interview on at the time. The 
researchers approached the transcripts independently of each other, making notes of first 
impressions, thoughts, and initial analysis. Thereafter, data from each interview were 
summarized and roughly sorted into eight categories that derived, “price transparency”, 
”structure”. “pricing strategy”, “pricing strategy and process at the division”, “pricing strategy 
and process at the CCs”, “market and trends”, “global customers” and “internal communication”. 
These categories were closely connected to, and motivated by, the research questions. The 
interviews within each category were thereafter sorted again thematically based on description of 
the processes and activities at the case company, including the aspects of both global and local 
managers. Eventually the different perspectives were drawn together, comprising a common 
view of the pricing processes and activities. 
 
When detextualizing the data, it is visualized. The data collected from internal documents and 
presentations regarding the pricing process globally and locally were detextualized using process 
maps and logical trees, which facilitated verification of data from the interviews. The pricing 
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process was mapped from the first initiative at the division to the last step, when the salesperson 
is negotiating the end price with the customer. The themes and categories were then matched 
with existing theory and earlier findings that had emerged from the literature review in order to 
answer the research question. 
 

2.3. Validity and Reliability 
The limitations of a research are defined as the weaknesses or deficiencies in the research (Collis 
& Hussey, 2009) and will in this study be discussed in terms of reliability and validity for the 
questionnaire, and the interviews. Reliability refers to the extent to which another researcher 
could come up with the same results if repeating the study. Validity is important to keep in mind 
during the data collection phase as it related to whether the case study investigates what it is 
intended to. According to Collis and Hussey (2009), combining different methods is allowed 
when using a case study and is something that increases the validity of the study. In this study, 
different methods were used in order to obtain in-depth knowledge about the research field. 
 
The case study is made at one single company. Studies conducted in other organizations or a 
different study, which still is relevant for studying the phenomena, within the same company, 
could have been made in order to increase validity. 

2.3.1. Questionnaire 
The questionnaire was designed so that it will be easy to replicate. In other words, the result 
would probably be the same if conducting the questionnaire once again, given the same 
circumstances and interviewees. The reliability is increased through triangulation, in this 
research several methods are used to investigate the same phenomena. 
 
The questionnaire is a self-report measure, which implies that participants may not be truthful, 
that they may answer in desired way or lack information to answer the questions (Watkins & 
O’Neil, 2013). However, the questions are not sensitive which increases the probability of them 
answering the questionnaire truthfully. The reliability is concerned with the repeatability of the 
study. The researchers ensured that all of the questions had to be completed in order to submit 
the questionnaire and avoid the possibility of item non-response, which increased the reliability 
of the questionnaire (Collis & Hussey, 2009). 
 
When using a questionnaire, it is not crucial to have a sufficiently large and unbiased sample 
since the aim of the data collection method is not to generalize to the population but to gain 
insights from the cases in the sample (Collis & Hussey, 2009). Hence, the 90% response rate of 
the questionnaire can be seen as sufficient for the results to be considered valid and reliable. It 
was also concluded by the global marketing manager and supervisor at the case company that a 
90% response rate was an acceptable response rate. However, with such a small sample there is a 
desire to have a larger response rate to further increase validity and reliability. 
 
The questionnaire, or a more comprehensive qualitative data collection method, could be 
conducted not only with BLMs but also with people at the CCs working with day-to-day pricing, 
such as PMs or Salespeople. This would increase the validity of the study. 
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2.3.2. Interviews 
Studies with a qualitative approach tend to have low reliability as interpretations and 
observations depend on how the researcher explain and understand the reality (Collis & Hussey, 
2009). The presented interview guidelines in Appendix 2 combined with the thorough 
description of the data collection methodology means to increase reliability of the interviews. In 
addition, all interviews were both recorded and transcribed and keynotes were taken, which 
made it possible to analyze the data more thoroughly. 
 
Data triangulation by using multiple sources from the same division to collect the same 
information reduced bias in data sources and increases the validity and reliability of the results 
(Collis & Hussey, 2009). Furthermore, investigator triangulation by using more than one 
investigator in the data collecting and analysis process was meant to increase the reliability and 
validity of the results from the interviews. This is a way to reduce interviewer bias and reduce 
the risk of skewed and unreliable results (Collis & Hussey, 2009). This research triangulates 
collected data from interviews and internal documents. However, the triangulation is heavily 
dependent on qualitative data, which decreases the validity and reliability. Depending on the 
interviewees and the researchers’ perceptions, it could be difficult to duplicate. The fact that each 
interview was transcribed however increased the reliability. 
 
Much of the research was based on semi-structured interviews with open-ended questions, which 
are hard to replicate and thus decreases reliability. There is a risk that the representation of 
reality may depend on what people that have been chosen for the interviews. In order to give a 
true and fair view of the context, the interviewees are recited in the analysis. There is also a risk 
of meeting the interview effect, which implies that the interviewees will try to reply with the 
“right” answer according to the company or the researcher (Bell, 1995). Open-ended questions 
were asked in order to minimize this interview effect. Furthermore, results from the 
questionnaire were not presented before the interview so that the BLMs could give their honest 
opinion without being influenced by the results from the questionnaire (Collis & Hussey, 2009). 
                   
The time frame of the thesis project limited the sample size. 28 semi-unstructured interviews 
were conducted and this might have affected the reliability and validity of the findings. When 
having a small sample size, there is a possibility that the interviewees’ opinions and thoughts are 
not coherent with the majority of the BLMs at the CCs and the managers at the division. To 
reduce this risk, the main themes that emerged from the interviews were further confirmed by 
other sources. 
 
The method of analysis for the interviews was a conventional content analysis where categories 
and themes derived from the interview transcripts was used to analyze the interview data (Hsieh 
& Shannon, 2005). A challenge of this type of analysis is to fail to completely understand the 
context and therefore misses to identify the key categories (Hsieh & Shannon, 2005). Thus there 
is a risk that the researchers failed to accurately represent the data from the interviews and thus 
affecting the reliability of the results. As a method to alleviate this possibility the researchers 
conducted the content analysis independently first and then concluded on the results. 
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3. Literature review 
This chapter presents the existing research and theory about global trends affecting pricing, 
different pricing strategies and what to consider when using a value-based pricing strategy. 
Relevant existing research and knowledge is presented, which creates a foundation for the 
analysis of the results. The literature review aims to facilitate understanding of the outcomes 
from the empirical study within a context. All of the theory in this chapter aims to provide a 
theoretical base to be able to answer the main research question How are OEMs working with 
value-based pricing strategy and pricing processes in the context of globalization? 
 
The section Global trends affecting pricing for MNCs presents research and evidence about 
increasing globalization and transparency because of ICT and how this affects pricing for MNCs. 
This section aims to give a background to be able to discuss RQ1. This section provides a 
general picture of the global trends affecting pricing. The following sections will narrow down 
the concept of pricing and be more specific.  
 
The section Global and local coordination puts focus on the question whether to have a 
standardized global price strategy or adapted local price strategy. Harmonization of prices 
globally is another discussed theme in this section, which together with the section Pricing 
strategy aims to give a background to be able to discuss RQ2. In the section Pricing strategy, the 
three pricing strategies value-based pricing, cost-plus pricing and market-based pricing are 
presented. Thereafter, pricing tactics related to pricing strategy are presented. 
 
The section Implementing value-based pricing aims to give a background to be able to discuss 
RQ3 and RQ1 and also find areas of improvements which will be further discussed in the chapter 
presenting the implications of this study. 
 

3.1. Global trends affecting pricing for MNCs 
In this section, existing literature concerning global trends affecting pricing for MNCs will be 
presented. Global trends are a huge concept that has been widely discussed in the literature. In 
this chapter, focus will be put on two global trends affecting pricing, increasing globalization and 
transparency because of ICT. These two concepts seem to be the most present trends affecting 
pricing for MNCs today and have been found to have a great impact on pricing at the studied 
case company. With that said, it must also be mentioned that there are several other concepts and 
global trends that have a major impact on pricing for MNCs. 

3.1.1. Globalization 
MNCs are operating in a complex environment with increasing global competition, rapid 
technological change, and high-speed communication between markets (Baily et al., 2005). 
Globalization as a concept has been widely discussed the past decades. A steadily increasing 
cross-border flow of goods, services, capital, labor, information and culture is shrinking the 
world’s borders (Schlie & Yip, 2000). According to Hudea and Papuc (2009), globalization can 
be seen as moving towards living in a world without borders. Already in 1992, the impact of 
globalization was discussed. Wheelwright and Clark (1992) argue that the effects of 
globalization have fundamentally changed the rules of global competition as international 
competition has become more intense and demanding. Competitors originate from different 
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environments around the world. The number of competitors capable of competing at a world-
class level has grown and the competitors have become more aggressive. At the same time, 
customers have become better educated about what is available on the market and thus more 
sophisticated. What was before seen as high performance and reliability is now part of what the 
customers see as a standard offering. To attract customers in this environment, one has to 
provide solutions to the customer’s particular problem or need in an easy-to-use form. In this 
environment, value-based pricing seems like a suitable pricing strategy because it focuses on 
identifying and delivering unique value to each customer segment and in this way be able to 
charge higher prices than for commodity products. Further, Wheelwright and Clark (1992) argue 
that globalization and the subsequent increased access to information has lead to more diverse 
and rapidly changing technologies. This has created new and more varied opportunities for 
engineers and marketers to meet the needs of an increasingly diverse and demanding market in 
their search for new products. New technologies also have the capacity to fundamentally change 
the character of a business and its competitive situation. 

3.1.2. Transparency within pricing 
New information technology leads to greater transparency. Customers have gained better access 
to suppliers and prices around the world thanks to ICT. Pricing has become more transparent and 
customers have information about the margins their suppliers are getting. Purchasers have 
developed focused strategies and global information systems that create price transparency 
across suppliers and borders. They also strive to make global contracts to get leverage in 
purchasing (Nagle & Hogan, 2006). According to studies of airline fares (Orlov, 2011) and life 
insurances prices (Brown & Goolsbee, 2002), higher Internet penetration leads to a lower 
average price. This finding is in line with the many theories that higher transparency strengthens 
competition. Orlov (2011) also emphasizes that higher Internet penetration leads to a bigger 
price dispersion for a given firm in a given location, which might be because it is easier to offer a 
wider variety of choices online. The usage of Internet has on a global level lead to reduced 
transaction costs for both purchasers and vendors, increased the ability to dynamically alter the 
size of the purchased product, and increased accessibility as geographical restrictions have lost 
impact. The increased information transparency can lead to both increased and decreased costs 
with corresponding impacts on prices (Lancioni, 2005). 

3.2. Global and local coordination  
In the previous section it was found that globalization has lead to increasing global competition 
(Bailey et al., 2005; Wheelwright & Clark, 1992) while ICT has made it possible for the 
customers to compare products between both suppliers and markets. Globalization has also made 
it possible for customers to buy products in one geographical markets and ship them to another 
(Schlie & Yip, 2000) and the customers strive to make global contracts to get leverage in 
purchasing (Nagle & Hogan, 2006). All these factors put new demands on global pricing 
strategies for MNCs and new questions arise such as is it preferable to have a global 
standardization or local adaptation of pricing strategies? And is more global coordination, and 
perhaps price harmonization between markets, needed? 

3.2.1. Global standardization and local adaptation of pricing strategy 
To adapt a local, or standardize a global, price strategy is a critical choice for a firm to make. 
Local adaptation is described as when an organization modifies their global strategy to suit the 
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local market while a standardized strategy implies having the same marketing strategy around 
the globe (Raymond & Lim, 2002). 
 
Levitt (1983), one of the pioneers when it comes to standardized global marketing strategy, 
considers the world as one united and unique market, as an effect of globalization, in which a 
company should be run as if the world was one large market, ignoring superficial regional and 
national differences. Global companies usually meet the same competitors in many markets, 
which require globally coordinated competitive strategies (Cavusgil, 1996). This would be an 
argument for using a standardized pricing strategy. In addition, a standardized global strategy 
improves the way of meeting customer preferences by global availability and service (Schlie & 
Yip, 2000).  
 
After Levitt’s famous article in 1983, MNCs have slowly moved towards using standardized 
global strategies. However, the reality of global marketing has proved to be more complex than 
the standardized marketing strategy suggests. Developing a full-fledged global strategy may lead 
to an undifferentiated view of the global market (Schlie & Yip, 2000). A standardized global 
strategy must however take differences in culture, language, economic trends, politics, 
distribution infrastructures and purchaser sensitivity into consideration, as well as legal 
differences (Lancioni, 2005). To choose a common price strategy for all markets in which a 
global company exists is complex since the behavior and maturity on different markets vary a 
lot. Those promoting local adaptation instead of global standardization argue that a firm’s return 
will be greater if taking local market needs and variations into consideration (Cavusgil & Zou, 
1994; Ghemawat, 2003). According to Özer and Phillips (2012), a company that operates in a 
global market cannot set up one single price strategy and have the same prices across all 
different markets; they need to pick the right price strategy according to the customer segment 
and the location for a specific market. According to Lynch (2010), the five most important 
reasons for having different geographical strategies are; local needs, local competition, local 
taste, local government laws and local service quality. 
 
However, having local price strategies implies having many different pricing strategies, which 
creates an inconsistency that can lead to disapproval from the customers. When a customer 
learns that another customer got a lower price for the same product or service in another 
geographical market, the company is seen as opportunistic and not trustworthy (Nagle & Hogan, 
2006). Several researchers emphasize that product strategies can be standardized within 
homogenous global markets and regions whereas marketing strategies within diverse or 
heterogeneous markets or regions must be adapted (Kustin, 2004). 
 
As globalization has increased, so has the occurrence of new sub-global regional systems. Such 
regional clusters consist of homogenous groups of individual countries, often close 
geographically, influenced by economic, political, and cultural factors (Schlie & Yip, 2000). 
Wilken and Sinclair (2011) suggest a concept called regionalization, creating a middle way 
between global standardization and local adaptation, which takes geographical regions into 
consideration. According to Koller (2007), a global price strategy needs to harmonize both the 
global and the local market and regional strategies could provide such an optimum balance 
(Morrison & Roth, 1992). Regional clusters can be managed flexibly, protect against trade 
barriers, currency shifts, or government-imposed quotas on imports and prevent subsidiaries and 
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markets close to each other from undermining each other’s pricing and avoid a situation where 
customers will seek to import the product rather than buy locally (Cavusgil, 1994). 

3.2.2. Centralized and decentralized pricing 
To decide who should control pricing is a hard decision. There is a need for pricing to reflect 
market conditions and it is good to have flexibility to be able to respond quickly to changing 
customer requests and meet competitive threats. From this point of view, it is implied that 
pricing authority should be close to the sales force working in the field. This is consistent with 
value-based pricing, since it gives the sales force more flexibility to work with customized 
marketing and pricing activities. Research shows that giving them the authority to set prices 
based on their knowledge of the market will enable them to set prices at which customers will 
buy and the firm will make a profitable sale. Managers tend to centralize pricing when they are 
more aware of how input effort will affect outputs, as they believe they can make more effective 
decisions (Frenzen et al., 2010). Delegation of pricing to the sales force, on the other hand, 
increases when there is an information asymmetry, implying that the salesperson has more 
precise information than the sales manager does about the selling environment, including 
competition, prices and random factors in the environment (Lal & Staelin, 1986). This 
information is gained due to the salesperson’s closer proximity to customers and by investing 
time of the sales effort in learning more about the local condition in the market. This was 
clarified in a study made by Frenzen et al. (2010) and it is probable that the findings can also be 
extended to the delegation of pricing authority from the headquarter to the local sales 
organizations, which have arguably more precise information about the local market conditions. 
Frenzen et al. (2010) also find a positive effect of price delegation on a firm’s performance, 
which is particularly evident when market-related uncertainty is high. According to a study made 
by Rapp et al. (2006), salespeople who are given some price decision responsibility are likely to 
be more motivated and successful than peers without price decision responsibility. The study 
also indicates that customers are more positive about companies that have delegated some 
pricing authority to the salespeople. 
 
However, leaving pricing authority to the sales force in the field and empowering so many 
people with pricing authority can lead to loss of control and reduced profitability as the misuse 
of pricing to achieve short-term sales objectives often undermines perceived value (Nagle & 
Hogan, 2006; Frenzen et al., 2010). Many parties are involved in the pricing process, each with 
different objectives. There are concerns that decentralizing pricing decisions will lead to 
salespeople making easy sales without paying attention to the margins and profits (Frenzen et al., 
2010). The majority of salespeople receive commission for driving revenue, which often leads to 
short-term goals where getting the sale is more important than to make a profitable sale with 
long-term potential. Often, salespeople lack access to information such as win-loss ratios, 
competitive price trends, and even purchase and service histories that would be necessary to 
design margin improvement strategies and track the results (Nagle & Hogan, 2006). 
 
To centralize all pricing authority will slow responsiveness to market opportunities and reduce 
sales force productivity, especially when customers are many and price negotiations frequent. A 
better solution is to centralize pricing policy development, including specified pre-approved 
trade-offs and criteria for discounting, and monitoring while empowering the sales force to 
structure deals consistent with those policies (Nagle & Hogan, 2006). Högberg (2015) argues 
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that basic parameters and processes that are distant from the customer should be centralized so 
that processes do not need to be reinvented over and over. 

3.2.3. Harmonization of prices 
MNCs usually meet the same competitors in many markets. At the same time, the existence of 
different price levels in different countries has made customers eager to import products from 
low-price countries, which often leads to a distribution channel parallel to authorized channels 
(Cavusgil, 1996). As previously mentioned, having local price strategies creates inconsistency 
that can lead to disapproval from the customers when learning that they pay different prices for 
the same product in different markets (Nagle & Hogan, 2006). These are indications of that 
globally coordinated competitive strategies are needed. 
 
When the different markets are working autonomously, pricing is working well. However, it 
becomes more complex with global contracts and when selling goes between or across markets 
(Högberg, 2015). Friberg (2015) argues that with increased transparency thanks to the spreading 
of the Internet, it becomes more important for a company to have a global coordination so that 
customers in for example China can choose to buy from the same company in India, either 
directly, or through an intermediary. However, this could undermine the local pricing. If India 
has an incentive to set lower prices and export to China, the company as a whole will lose on 
this. It is important to keep in mind that local managers have different incentives than the 
company. There is always a tradeoff, because what is optimal for the company as a whole is not 
always what is best for the local manager. The person responsible for a market has to be able to 
answer for what is happening at that market but meanwhile has to coordinate so that nothing is 
done that will erode profits in other markets. Trying to harmonize prices between countries or 
regions requires more engagement and work from management. Trying to prevent the customers 
from buying where it is cheapest will only create frustration for the customers and lead to 
additional costs for the company. A current trend within economics is behavioral economics 
where focus is put on building long-lasting relations and confidence with customers. If providing 
a global price to a customer is intended to build a relation with that customer, this could be a 
strategic long-term move for the company. According to Cöster (2015), harmonization of prices 
can only be achieved in an oligopolistic market with few actors agreeing on the price. As long as 
there is competition in the market, harmonization will never be achieved. When getting to a point 
where it is easy for the customers to buy a product in one market and then move it to another, it 
might be unavoidable to harmonize the price between markets. However, the transportation of a 
product from one market to another is limited if the product is ungainly or demands installation 
or competence and in this case, harmonization might not be needed (Högberg, 2015). 

3.3. Pricing strategy 
In the following section, the importance of choosing a suitable pricing strategy is clarified. 
Thereafter, value-based pricing along with two other pricing strategies, cost-plus pricing and 
market-based pricing, are presented one by one, followed by a comparative table. These are the 
three pricing strategies that have been most acknowledged by previous literature and according 
to previous studies are the most commonly pricing strategies used by OEMs. 

3.3.1. The importance of choosing a suitable pricing strategy 
A question that arises is what is pricing strategy? Roos et al. (2004), describe strategy as a 
number of planned activities that will help a company to reach their objectives. According to 
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Porter (1985), for a company to have major competitive advantages they need to have a well-
formulated strategy. To create a successful strategy, the strategy needs to be based on accurate 
analysis about the company’s market and competitive position. Grant (2008) means that without 
a strategy, a company does not have a direction or plan for their business and will probably not 
survive long. A well-developed strategy serves as a guide and facilitates allocation of a 
company’s resources, identification of needs, changes in the organization, etc. (Roos et al., 2004) 
 
Pricing is one of the most complex decisions marketing managers have to deal with. In order to 
make a proper pricing decision, managers have to compile and take into consideration large 
volumes of information about the firm’s strategic goals and cost structure, customers’ 
preferences and needs, domestic and international sales, market share, products, margin levels, as 
well as competitors’ prices and strategic initiatives (Nagle & Hogan, 2006). Pricing becomes 
even more challenging for B2B companies as prices often vary from one customer to another due 
to negotiations with customers before agreeing on the end price (Frenzen et al., 2010). 
 
The importance of choosing a proper pricing strategy becomes obvious when looking at the 
impact of pricing on profit. Changes in pricing have more impact than most other profit 
generating initiatives since even small changes in price can result in large bottom line 
improvements (Özer & Phillips, 2012). According to a study made by McKinsey & Company 
based on Global 1200 companies, an improvement of 1% of the price would generate higher 
profitability compared to a 1% improvement of for example the cost. The study showed that a 
1% increase in price would lead to an 11% increase in operating profit; a 1% increase in sales 
volume would increase profits by 3.7%; a 1% decrease in variable cost would increase the 
operating profit by 7.2%; and a 1% decrease in fixed costs, would increase profits by 2% (Baker 
et al., 2010; Kohli & Rajneesh, 2011). This is also shown in figure 2. 

 
Figure 2. The impact of pricing on profit. (Skugge, 2014) 

Previous research indicates that industry managers are not fully exploiting the potential 
embedded in strategic pricing. Instead of seeing pricing as an opportunity for increasing profits, 
managers tend to rather focus on cost cutting. They find pricing complex and regularly find 
themselves in a situation where they have to “determine their costs” and have no control over 
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price since this is decided by the market, where they have to take industry margins (Lancioni, 
2005). When marketing managers fail to understand the implications of pricing decision, this 
leads to missed opportunities and eventually lower profits (Nagle & Hogan, 2006). 
 
Even though theoretically there are several well-elaborated pricing strategies, in reality, many 
marketing managers rely on their gut feeling instead of trying to implement a proven strategy. 
Friberg (2015) argues that this is not necessarily wrong, but emphasizes that many would benefit 
from a more structured way of thinking about pricing. According to Nagle and Hogan (2006), 
unsound or non-existent pricing policies lead professional purchasers to expect that they can 
manipulate information to get discounts. A lack of pricing policies leads to a lack of price 
integrity and thus lost credibility with customers. There is often an information asymmetry 
between purchasers and sellers, where the purchaser collects information about market dynamics 
systematically whereas salespeople lack a big picture view of market dynamics. 
 
With this in mind, the most common pricing strategies will be presented will now present, 
followed by a presentation of four of the pricing tactics used at the case company. 
 
Value-based pricing 
The last few decades, customized marketing and sales activities, including individualized 
pricing, has increased (Frenzen et al., 2010). Customers are asking for differentiated products, 
well adapted for their particular needs, rather than standard products (Olve et al., 2013). When 
using value-based pricing, different prices are set for different market segments based on the 
value each segment receives from the product or service (Morris & Calantone, 1990). The price 
is set according to what each different customer is willing to pay and the customer's willingness 
to pay becomes the ceiling for how high the price can be. This method is favorable when 
customers have few alternatives to choose from (Skugge, 2014). 
 
Instead of attracting customers by lowering prices or letting market price, actual cost of the 
product, competitor’s price, or historical price dictate the price, value-based pricing allows 
companies to put up strategies that attract customers by creating more value or operating 
efficiency in a cost-efficient way. Value-based pricing is a strong competitive advantage since 
competitors cannot copy it instantly (Nagle & Hogan, 2006). Value-based pricing is intended to 
make companies more competitive and more profitable than using simpler pricing methods and 
is focused on creating long-term value for the customer. In this way, companies can control their 
prices and achieve profitable growth (Alinezhad Sarokolaee et al., 2012). 
 
Benefits offered by more than one supplier become commodity as customers can get them from 
more than one source (Nagle & Hogan, 2006). When the product quality is equal between 
competitors and competition is fierce, price becomes the most important factor in order to 
maintain and attract customers and their loyalty and satisfaction (Alinezhad Sarokolaee et al., 
2012). Therefore, in order to achieve value-based pricing, a firm must differentiate their products 
and move away from commodities. There are several ways to differentiate products: by adding 
features, improving quality, offering after-sales service, etc. (Kohli & Rajneesh, 2011).   
 
It is hard to assess value for customers and even harder to set a price on the identified and 
delivered value. Therefore, value-based pricing takes a lot of time and effort and tends to work 
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best for smaller organizations that are highly specialized. In larger businesses, employee skill 
levels may not be so high. Also, the high prices expected from value-based pricing will only be 
accepted by a small number of customers and it leaves a lot of room for competitors to gain 
market share by offering lower prices (Bragg, 2010). The process of value-based pricing is 
illustrated in Figure 3. 
 

 
Figure 3. Process of value-based pricing. 

 
Cost-plus pricing 
Cost-plus pricing is one of the most common pricing strategies since it provides straightforward 
methods in which the costs of making and delivering a product are summarized and a profit 
margin is added to the total cost (Skugge, 2014). According to Morris and Calantone (1990), 
there are two cost-based pricing strategies. One is markup pricing, where a standard markup, 
usually a percentage of sales or of costs, is added to the cost. The other is target return pricing, in 
which variable and fixed costs per unit are estimated. A rate of return is then taken times the 
amount of capital invested in the product, and the result is divided by estimated sales. The 
resulting return per unit is added to the unit costs to get the price. 
 
If a cost-plus pricing strategy is chosen, the company needs to consider the capability of the 
supply chain to optimize the sourcing decision and the cost of transportation and raw material. If 
the company is able to produce the product in a more efficient way, the price will be cut, 
allowing the company to lose potential profit (Özer & Phillips, 2012). In most industries it is 
impossible to determine the product’s unit cost before setting its price because the unit cost will 
change with volume since a big amount of costs are fixed and must somehow be allocated to 
determine the full unit cost. This is illustrated through the value and price curve presented in 
Figure 4. Cost-plus pricing is based on a belief that sales levels can be determined first, then the 
unit cost and profit objectives can be calculated, and then a price can be set. However, sales 
volume depends on the price. This dilemma often leads to overpricing in weak markets and 
underpricing in strong ones, which is the opposite strategy of a wise strategy. Cost-plus pricing 
often leads managers to make decisions in a reactive way to cover costs and profit objectives 
rather than to be proactive (Nagle & Hogan, 2006). 
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Figure 4. The Volume and Price curve. 

According to Kohli and Rajneesh (2011), all pricing decisions should be evaluated with respect 
to profits. Companies tend to focus on revenue or market share but profit maximization is a more 
relevant metric in the long term. Lowering prices can increase revenues, but this can adversely 
affect profitability as the cost structure changes with increased revenue, sometimes making costs 
higher. Thus, successful strategic pricing also implies looking at the costs. Understandably, the 
costs will change with the changes in sales that result from pricing decisions. A low-cost 
producer can charge lower prices to attract more buyers and thus sell more while a higher-cost 
producer must target buyers willing to pay a premium price. Aiming for bigger market share 
might be successful if only one firm does it. However, when competitors have the same goal, 
they are involved in a negative-sum competition, which destroys profitability for everyone 
(Nagle & Hogan, 2006). The process of cost-plus pricing is illustrated in Figure 5. 
 

 
Figure 5. Process of cost-plus pricing. 

 
Market-based pricing 
Market-based pricing, or competitive pricing as it is sometimes referred to, is a favorable 
strategy to use if a company wants the customer to trust that they are providing the best value at 
a given price. The company selects the same price as competitors that sell similar products. 
Using this method as a global pricing strategy is quite complex and requires a lot of research. 
The company needs to understand the competitors and their production mix on all the local 
markets in which they operate. A disadvantage with this method is that the competitors’ prices 
might not be the most efficient and that it is likely that competitors have different cost structures 
(Özer & Phillips, 2012). According to Högberg (2015), market-based pricing is similar to cost-
plus since most companies start with their costs and then look at the competitors’ prices to 
decide what margin to set. Market-based pricing is mainly used after the price for a product has 
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reached an equilibrium, which generally occurs when a product has been on the market for a 
long time and there are many substitutes for the product (Investopedia, 2015). 
 
Letting the price level be determined by competitor prices requires that products and services 
sold are comparable and similar, and that the firm and its customers perceive that there is a 
market price (Olve et al., 2013). Högberg (2015) problematizes market-based pricing by arguing 
that there is no such thing as a market determining the price and that it is difficult to define what 
the market is. Usually the market price is just people’s ideas about what it should be. The process 
of market-based pricing is illustrated in Figure 6. 
 

 
Figure 6. Market-based pricing. 

 
Comparison between pricing strategies 

Value-based pricing Cost-plus pricing Market-based pricing 
Pros  Cons Pros  Cons Pros Cons 
Strong 
competitive 
advantage 

Requires a lot 
of effort and 
knowledge from 
the sales force 

Straightforward Lost profit if 
production cost 
is cut  

Works well in 
mature markets 

Complex, 
requires much 
effort 

Adapted to 
customer needs 

Will only be 
accepted by a 
small number of 
customers 

Easy to use Hard to 
determine unit 
cost price 
before setting 
price 

No big price 
differences 
between 
competitors 

Competitors 
might have 
different cost 
structures 

Motivates 
higher prices 

Leaves room 
for competition 
to gain market 
share by 
offering lower 
prices 

 Does not take 
into 
consideration 
that price, sales 
volume and cost 
are interrelated 

  

Optimized 
profit in each 
sales situation 

Not suitable for 
standard 
products 

 Often leads to 
overpricing in 
weak markets 
and 
underpricing in 
strong markets 

  

   Reactive instead 
of proactive 

  

Table 2. Comparison between cost-plus pricing, market-based pricing and value-based pricing. 

 
With increasing global competition and transparency of prices, it has become more important for 
companies to maintain and prove their competitive advantages. As mentioned previous in this 
section, customized marketing and sales activities, including individualized pricing, has 
increased (Frenzen et al., 2010) and customers are asking for differentiated product, well adapted 
for their particular needs, rather than standard products (Olve et al., 2013). With this is mind; 
value-based pricing should be considered as the most suitable pricing strategy to meet current 
and future global trends. This also makes it easier to get the most profit possible in every sales 
situation; keeping in mind that pricing should focus on optimizing profits (Kohli & Rajneesh, 
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2011). However, value-based pricing requires a lot of knowledge and effort from the entire 
organization, and therefore it will be further developed in section 3.4 how to work with a value-
based pricing strategy and what requirements there is on internal communication linked to value-
based pricing. 

3.3.2. Pricing tactics 
When pricing strategies are in place, day-to-day management has to focus on setting specific 
price levels and using periodic tactical pricing moves. Periodic tactical moves can include 
discounts, 2-for-1 price deals, a liberal trade-in policy, or other initiatives of temporarily varying 
prices. These tactics are used to achieve short-term objectives but must be consistent with the 
company’s overall pricing strategy (Morris & Calantone, 1990). 
 
There are huge amounts of pricing tactics that can be used in the daily business. Below, the 
pricing tactics discounting, price discrimination, premium pricing, and price leadership are 
presented. These four tactics have been chosen because of their relevancy for the case company. 
 
Discounting 
Discounting is appealing to both the purchaser and the seller. Price cuts often leads to immediate 
profitability for the seller and the purchaser is able to buy the offering for a lower price. In order 
to use discounting tactics that are coherent with a pricing strategy optimizing profitability, the 
company should establish a regular price for a product or service and then promote a discount as 
a temporary price cut. It is important to set the regular price at the highest level possible, rather 
than at the most common price to enable valid discounting tactics without having to increase 
prices when demand is strong. This kind of pricing is so common that we take it for granted 
(Nagle & Hogan, 2006). 
 
The majority of global companies create a global price list. The list is then translated by a 
discount system and sent to intermediate customers, such as subsidiaries or distributors. The 
discount rate depends on landed costs, exchange rates and competitive considerations and varies 
for different customers and geographical areas. This discount structure enhances greater pricing 
authority to subsidiaries and intermediate customers (Cavusgil, 1996). A disadvantage is that 
discounting makes it harder to keep a centralized control of prices as the local sales organization 
might just compensate a strategic price increase by also increasing the discounts (Högberg, 
2015). Even though the overall goal for the decision makers is to increase profitability when 
developing the strategy, the goal for the local sales organizations might be different. The primary 
goal for the sales force is almost always to make the sale, not to sell profitably. Today 
compensation plans sometimes include incentives for deal profitability. However, salespeople 
are often still giving discounts instead of taking the potential risk of losing the deal (McAllister, 
2015). According to Morris and Calantone (1990), discounts are usually provided arbitrary and 
should not be given with short-term objectives in mind, such as to make the next sale. A 
company that has positioned itself as a premium quality provider but drops prices when facing 
competitive pressure, is undermining its own market position, confusing customers, and giving 
away margins.  
 
A study carried out at The Canadian Broadcasting Corporation (CBC) by Kohli and Rajneesh 
(2011) showed that there was no relationship between the size of the customers’ accounts and the 
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prices they paid and that many smaller accounts were getting considerable discounts. The study 
also showed that customers that had been with the company for 20 years or more had more 
knowledge about how to obtain discounts from the company. When customers are rewarded with 
discounts for their price resistance, their negotiation becomes more aggressive even when the 
product or service is valuable to them. The only way to increase prices in a credible way is when 
launching a new product, motivated by the fact that the company has to recover development 
costs (Nagle & Hogan, 2006) 
 
Discounting is strongly connected to market-based pricing. As value-based pricing has gained 
popularity, modern pricing has turned away from discounts and are rather working with net 
prices where big customers are offered better net prices than small customers. In some industries, 
however, customers focus a lot on discounts and in this case it might be a good idea to keep the 
discount tactic and increase gross price (Högberg, 2015). 
 
It is important for all involved in the pricing process at a company to be aware of what discounts 
are used and why so that no discount is wasted. In order to do so, there must be an understanding 
about each customer’s needs and their importance for the company. Morris and Calantone (1990) 
conclude that there are seven underlying reasons for giving discounts: 

• To attract new users to the market 
• To increase usage rates among existing customers 
• To attract customers from competitors 
• To discourage existing customers from switching to competitors 
• To encourage customers to purchase now instead of later 
• A technique for discriminating among different kinds of buyers 
• Using the low price of one product to help sell other products in the line  

 
Price discrimination 
Price discrimination implies that the same provider prices identical or similar products 
differently in different markets. The varying production costs in different markets are taken into 
consideration. The price is based on what the local market can bear and depend on the variation 
in the customers’ willingness to pay. (Economics online, 2015) 
 
Premium pricing 
Premium pricing, or skimming, is when the price charged is intended to be high relative to the 
average price of major competitors and what customers are willing to pay (Morris & Calantone, 
1990). Many companies want to monitor their global brands and create policies that ensure their 
position globally. Such a policy could be that the brand must always have a premium price that is 
20% higher than the most expensive local brand (Cavusgil, 1996). 
 
Price leadership 
Price leadership pricing usually involves a leading company in the industry making quite 
conservative price moves, which are followed by other companies in the industry. This limits 
price wars and leads to relatively stable market shares. (Morris & Calantone, 1990) 
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3.4. Implementing value-based pricing  
In the previous section it was concluded that value-based pricing is the pricing strategy that is 
most well adapted to meet the increasing pressure from global competition and transparency of 
prices. These global trends have made it more important for OEMs to maintain and prove their 
competitive advantages and value-based pricing is intended to make companies more 
competitive and more profitable by focusing on creating long-term value for the customers. In 
this way, companies can control their prices and achieve profitable growth (Alinezhad 
Sarokolaee et al., 2012). However, value-based pricing requires a lot of hard work and 
knowledge. 
 
A study made by Mankins and Steele (2005) indicates that the financial goals set up when 
implementing a new strategy are reached on average 63% of the times, despite the enormous 
amount of time and money invested in developing the strategy. Mankins and Steele (2005) argue 
that a combination of different factors contributes to failure of reaching strategy performance 
objectives. The main reasons for not reaching the financial goals when implementing a strategy 
are defects in the planning and implementation of the strategy. Therefore, internal factors that are 
considered important to succeed with value-based pricing will be presented in this section. 

3.4.1. The strategic pricing pyramid 
Nagle and Hogan (2006) present what they choose to call the strategic pricing pyramid (see 
Figure 7), which is a model that can be used in a company in order to implement value-based 
pricing.  

 
Figure 7. The strategic pricing pyramid. (Nagle & Hogan, 2006) 

The levels in the pricing pyramid will be presented below with support from previous research 
by other authors. 
  
Value creation 



 40 

In order to set profitable prices, it is important to understand how a product delivers value to 
customers. Managers often discard value-based pricing due to the difficulty to define value, 
which, often takes a great amount of time and effort and is complex because the perceived value 
changes over time (Cöster, 2015). 
 
The value could be total savings, financial gains, or satisfaction that the customer receives from 
using the product or service offered (Nagle & Hogan, 2006). Value is often connected to 
emotions and therefore it might be hard for the customer itself to define the desired value 
(Cöster, 2015). In order to achieve value-based pricing, a firm must differentiate their products 
and move away from commodities. There are several ways to differentiate products: by adding 
features, improving quality, offering after-sales service, etc. (Kohli & Rajneesh, 2011). Knowing 
the perceived value for the customers requires big insight in, and knowledge about, the customer, 
it’s processes and operations, and even its customers (Cöster, 2015). Survey methods are 
sometimes used to determine the perceived value of a product or service (Alinezhad Sarokolaee 
et al., 2012). 
 
Price structure 
Setting the same price for a product will lead to at least one of the customer segments will get the 
wrong price. Creating a price structure aligned with the received value instead of the product will 
help to avoid this situation. Price segmentation is critical to pricing success since the value of a 
product typically will vary from one customer segment to the next and the price is set for 
different market segments based on the value that each segment received from the product or 
service (Nagle & Hogan, 2006). Not all customers play the same roles in a company’s success. 
Thus, it is important to first identify key customers and what brings value to them (Alinezhad 
Sarokolaee et al., 2012). There are several different segmentation models, based on for example 
demographic and firmographic segmentation, who is the customer or the service level provided 
to the customer (Högberg, 2015). 
 
Price and value communication 
When the customer value has been identified, the next step is to make sure the customer 
understands the arguments and is able and willing to discuss the performance of the product or 
service (Olve et al., 2013). When a customer complains about the price being too high, this 
might have different reasons. One might be that the price is too high compared to competitors 
price. The reason could also be that the customer is not familiar with the value of the offering. In 
this case, the solution is not to offer a discount, but to educate the customer about the value 
derived from the product or service in order to justify the higher price. The less experience a 
customer has in a market, the more distant the purchaser is from the actual user, and the more 
innovative a product’s benefits are, the more likely it is that the customer will not fully 
understand and appreciate the value of the offering. (Nagle & Hogan, 2006) 
 
If a company fails to communicate value, this will lead to higher price sensitivity and more 
intense price negotiations. A challenge for marketers is to decide how the value should be 
communicated. If the value derived from the product is primarily economic benefits, tools to 
communicate the value could be basic selling sheets or more complex web-based applications 
capable of customizing value estimates and designing offerings. If the value is primarily a social-
psychological benefit such as status, security, or pleasure, the tools to communicate value could 
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be testimonials and pictorial illustrations. Other tools frequently used are personal sales, 
advertising, endorsements, guarantees and trial offers. When competition is fierce, it might be 
most effective to influence the purchaser’s perception about competitive alternatives and put 
emphasis on switching costs for the customer to move to a new supplier. (Nagle & Hogan, 2006) 
 
Pricing policy 
Many companies set prices in reaction to customer expectations instead of using price 
proactively to influence them and the financial impact of poor pricing policies can be 
devastating. Pricing includes managing customer and employee expectations in order to 
influence a more profitable behavior. For example a policy of never letting a sale go send a 
message to customers that they can be aggressive in negotiation just to test how low you will go. 
(Nagle & Hogan, 2006) 
 
Price level 
Many managers find pricing challenging because they lack systematic processes to handle and 
balance inputs such as customer value, costs, competitor prices, and strategic objectives. A 
decision model that leverages all relevant data and leaves room for assessing how the market 
might respond to price changes is needed. This would facilitate the discussion about pricing and 
the profit impact of each price move. (Nagle & Hogan, 2006) 
 
When the customer value has been identified, they are to be priced. Although new and 
innovative pricing models are becoming more common, many managers are still thinking of 
pricing as a one-dimensional activity, as a choice between high or low price (Cöster, 2015). 
Kohli and Rajneesh (2011), argue that pricing should be handled as a science, with precision, but 
often ends up being approximations. On the other hand, Högberg (2015) argues that it is a 
misinterpretation that pricing is about quantifying and that pricing decisions can be made built 
on facts. He emphasizes that pricing decisions also have to take emotions and perception of 
value into consideration.  
 
Högberg (2015), argues that pricing could be more difficult than identifying the values and claim 
that pricing should be an iterative process. After conducting all the steps in the strategic pricing 
pyramid a few times and by collecting all won and lost transactions, the company can use 
regression analysis to calculate the price point that will optimize the profitability for these levels 
(Högberg, 2015). Alinezhad Sarokolaee et al. (2012) argues that pricing is an activity that should 
be reviewed continuously due to rapid change and differences in environment and market 
conditions. 
 

3.4.2. Internal communication about pricing 
Value-based pricing requires a lot of knowledge and effort from the entire organization, and 
therefore it will be further developed in this section what requirements that are put on internal 
communication, connected to value-based pricing. 
  
A common reason for why implementation of strategies fails is because the strategy is poorly 
communicated to the employees. According to Kaplan and Norton (2000), top management often 
gives employees limited descriptions of what has to be done and why the tasks are considered 
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important, which will lead to confusion among the employees. Strategic goals have to be 
communicated in an efficient way, resources has to be allocated properly and the employees 
have to be given incentives to follow the strategy, in order for the strategy to be successfully 
implemented (Hallinan, 2004). When communicating a strategy, it is important to use simple 
messages and appropriate tools. It is also essential to have clear objectives and expectations that 
are being measured and monitored (Högberg, 2015). In order to motivate the employees, it is 
important that top management update them about the progress and positive outcome of the 
implemented strategy (Roos et al., 2004). 
 
Cöster (2015) argues that it is usually unclear who in the company is responsible for pricing. 
Pricing is made at a very operational level towards the customers and a CFO or controller mostly 
focuses on the strategic level of pricing. According to Hallinan (2004), top managers are 
ultimately responsible for a successful implementation of the strategy and to ensure that the 
goals are achieved. Kaplan and Norton (2010) emphasizes that all employees have to be engaged 
in the process and Högberg (2015) argues that when implementing a pricing strategy, the sales 
organization should be involved early on in the process. It is important that the strategy is 
formulated and tested together with the employees closest to the market (Guttman & Hawkes, 
2004). Once the structure is set, there has to be a person allocated to pricing matters, such as a 
controller or pricing manager who is working with these questions on a central level and keeps 
the dialogue with the local sales organizations (Högberg, 2015). 
 
In MNCs, pricing decisions are being made several times from the point when the global price 
list is created, via the local marketing manager creating a local price list, to the salesperson 
negotiating the end price with the customer. Each of these persons affecting the price has their 
own thoughts, knowledge, experience and perception around pricing and often they do not 
communicate much with each other. This is seen as legitimate for pricing but looks very 
different for other chains and process within a company, such as the logistic process. Högberg 
(2015) claims that it is important to communicate to the salespeople what authority and frames 
they have and also to provide them with tools to work efficiently with the strategy when facing 
customers. 
 
According to Friberg (2015), there are benefits to gain for all parties if there are communication 
channels between local managers in different locations. In this way they can exchange ideas, 
information, knowledge, and best practice. It becomes more complex and cumbersome if 
everything has to go through the division or headquarter. The local sales organization might have 
good knowledge about their local market but not see the overall picture for the company. 
Someone on the global level has to have that knowledge and it is important to keep an open 
dialogue between the global and local level (Cöster, 2015). 
 
A problem when it comes to pricing is that there is usually no common model to agree upon to 
facilitate discussion about pricing. Olve et al. (2013) argue that a company might need some kind 
of price model or structure to see how it can charge its customers for product and service 
offerings. The price model has to be rooted in the business model and be an extension of it. For a 
global company it might be most convenient that the headquarters creates a repertoire of price 
models. What follows is a discussion with people from the different markets about what price 
models are most suitable for them, why, and how the price model can be developed with respect 
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to the conditions at their market. According to Cöster (2015), it is important to have a discussion 
about price models, and to visualize what is meant by price. 
 
Value-based pricing requires a high level of knowledge about how to identify and communicate 
value to the customers and also about how to turn value into price. According to Friberg (2015), 
the best way to spread value-based pricing within a company is to educate the people who will 
be working with pricing at all levels, especially the ones closest to the end customer and show 
examples of how it could be achieved. 
 
A challenge that is present since IT became a naturally part of all business is the amount of 
information that employees are exposed to. Too much information available makes it hard for the 
employees to know what information is relevant and what is not. Another challenge is to handle 
the big amount of different communication channels, such as email and other electronic systems 
(Wikforss et al., 2006). Research shows that too much information can lead to less decision-
making capacity (Heide et al., 2005). One way to handle this problem is to use documentation 
management tools with version management. The main objective with the documentation 
management tool is that it will be easy for the employees to know where the updated and correct 
information can be found (Wikforss et al., 2006). 

3.5. Concluding remarks 
In this chapter, relevant literature about current global trends affecting pricing, common pricing 
strategies and what to consider when using a value-based pricing strategy, has been presented. 
 
The existing literature presents the advantages and disadvantages with centralized and 
decentralized pricing strategies. A lot of literature has been found about how MNCs should work 
with their price strategy and internal prerequisite needed to successfully implement and use 
value-based pricing. Plenty of literature has also been found and reviewed about the global 
trends and pressure that MNCs are facing in form of increasing globalization and transparency. 
 
What seems to be a gap in the literature concerning the areas presented above is that there is no 
research about how MNCs should combine these different areas in order to succeed with value-
based pricing in the context of globalization. 
 
This study will attempt to contribute to the existing literature with a case study at a global OEM 
company to get additional empirical data in order to fill the gap. In the next chapter, a summary 
of the results from the interviews and questionnaire at the case company will be presented. 
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4. Atlas Copco   
Atlas Copco was founded in 1873 in Sweden and is today a global world-leading provider of 
sustainable production solutions. Atlas Copco is specialized within compressors, vacuum 
solutions and air treatment systems, construction and mining equipment, power tools and 
assembly systems. Atlas Copco is represented in 180 countries with the headquarter in Sickla, 
Sweden. During 2014, Atlas Copco had approximately 44 000 employees worldwide and 
revenues of BSEK 94. (Atlas Copco’s Annual Report, 2014) 
 
Atlas Copco is divided into four different business units; Compressor Technique, Industrial 
Technique, Rock and Excavation and Construction Technique (see Figure 8), which in turn are 
divided into a total of 23 divisions. The four business units are responsible for their own 
development and initiatives that are in line with Atlas Copco Group’s objectives. Each division 
can be seen as a separate operating unit that has global responsibility for a specific product or 
service offerings. The divisions have the responsibility to deliver results that are inline with the 
objectives set up by the business unit. Atlas Copco’s vision “First in Mind - First in Choice” is 
something that permeates the whole organization, both the business units and the divisions. 
(Atlas Copco’s Annual Report, 2014) 
 

 
Figure 8. Atlas Copco's organizational structure. (Atlas Copco’s annual report, 2014) 
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Atlas Copco has many production plants and CCs around the world. The production plants are 
responsible for product development and manufacturing. The CCs are responsible for customer 
relations, sales and service. The different CCs can either be dedicated to only one division or 
shared with other divisions. (Atlas Copco’s Annual Report, 2014) 

4.1 Industrial Technique 
The business unit Industrial Technique is in focus in this case study and will therefore be 
presented in more detail. Industrial Technique is market leader and provides industrial power 
tools and systems, industrial assembly solutions, quality assurance products, software and 
service through a global network. The major customers are within industrial manufacturing and 
the motor vehicle-, and aerospace industry.  Industrial Technique consists of five divisions that is 
shown in Figure 9; Industrial Technique Service, Motor Vehicle Industry Tools and Assembly 
Systems (MVI), General Industry Tools and Assembly Systems (GI), Chicago Pneumatic Tools 
and Industrial Assembly solutions.  During 2014 Industrial Technique generated revenues of 
MSEK 11 450. The key market for Industrial Technique is the Motor Vehicle Industry that 
together with their sub-suppliers accounts for 50% of the revenues. (Atlas Copco’s Annual 
Report, 2014) 

 
Figure 9. Atlas Copco's organizational structure. Industrial Technique marked with red. (Atlas Copco’s 
annual report, 2014) 

4.1.1. General Industry 
In this research, the case study has been conducted at the division General Industry. Both of the 
divisions MVI and GI are selling the same types of products but GI provides all the customers 
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that are not within the motor vehicle industry. GI has a market leading position and sells mostly 
in the premium segment. (Elmin, 2015)   
 
General Industry is divided into five different market segments: Off-road, Aerospace, 
Electronics, Assembly and Fabrication and Maintenance. The segments Off-road and Aerospace 
consist of few but large customers while the other segments consist of many but small 
customers. (Elmin, 2015) 
 
The biggest competitor for Atlas Copco General Industry is Apex Tool Group. Their products do 
not differ much from each other, but Atlas Copco’s competitive advantage is that they have a 
bigger product portfolio and can therefore offer a greater variety of products. (Elmin, 2015) 
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5. Findings from interviews and questionnaire 
In this chapter, the findings from the 28 conducted semi-structured interviews and the 
questionnaire that was sent out to the BLMs at all 20 CCs are presented. Since the questions in 
the interviews and the questionnaire are similar the findings are presented as a synthesis instead 
of presented separately. The main themes discussed in the interview guide, which is found in 
Appendix 2, and in the questionnaire, found in Appendix 3, were market conditions, pricing 
strategy and pricing process at the CCs, pricing communication and GKAM. The questions 
asked during the interviews were varying a bit, depending on the role of the interviewed 
manager. The findings aim to provide and empirical foundation needed in order to be able to 
answer to the main research question How are OEMs working with value-based pricing strategy 
and pricing processes in the context of globalization? 
 
The chapter consists of eight subheadings. Under the first, Responsibility for pricing, the 
organizational structure at the division and the CCs is presented to facilitate further 
understanding about the pricing process. 
 
The second subheading, Price transparency, presents how GI perceive that the increasing 
transparency because of the spreading of ICT has affected their pricing. It was found that 
increasing price transparency has made it possible for customers to compare products and prices 
between suppliers and markets, which has made it harder for GI to argue for their unique 
delivered value, and thus hard to increase prices. 
 
Market and trends describe the trends and market conditions in the markets, India, China, US 
and Central Europe. Under the subheading, Global customers, general trends related to the 
global customers are presented. It is also presented how GI is working with global contracts and 
GKAMs. 
 
Under the subheading Pricing strategy, GI’s strategies related to pricing are presented. It is 
found that they aim to use value-based pricing, be price drivers in all markets and have a 
decentralized strategy. It is also presented what value GI aims to bring to the customers. 
 
In the sixth subheading, Pricing strategy and process at the division, it is described how the 
price strategy is applied at the division and under the seventh subheading, Pricing strategy and 
process at the CCs, it is described how the price strategy is applied at the local CCs. 
 
The subheading Internal pricing communication describes how the internal communication 
about pricing between different parties is working. Related to this, it is presented what guidelines 
and training the employees receive and also how GI is monitoring the prices both at a global and 
local level. 

5.1. Responsibility for pricing 
GI has a central marketing department with two Vice President Marketing; one for MVI and one 
for GI, the latter acted as supervisor for this thesis. 
 
Both of the Vice Presidents for Marketing have BMs reporting to them. These are each 
responsible for one of the segments and the product portfolio belonging to that segment. All of 
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the BMs are managing Global PMs that are responsible for managing their products on a global 
level. They keep a close contact with R&D when it comes to development of existing and new 
products. Among other things, they are responsible for pricing of their products in the ARP-list 
and marketing of the products towards the CCs. 
 
In each CC there is a BLM responsible for the GI business. The CCs have a marketing 
department consisting of local PMs responsible for marketing of the products. There are also 
Sales Managers who are supporting the sales force and are responsible for different areas within 
the region. The sales force have direct contact with the customers and negotiate the end price of 
the products. In Figure 10 the organizational structure at GI is presented. 

 
Figure 10. Organizational structure at General Industry. 

5.2. Price transparency 
The interviewed managers describe how the Internet has contributed to transparency. 
Interestingly, without being asked, they discuss this as a problem. Several managers mention that 
the transparency has increased the last 5-10 years and that this has made it more difficult for 
them to price their products as high as before, especially for existing products. One BLM agrees 
and argues that it is easy for the customers to see GI’s prices and compare it with competitors’. 
Nowadays, when buying commodities or standard products, the purchaser does not have to 
contact a salesperson but can instead find GI tools and compare them with competitors’ tools by 
one simple click on the Internet. Another BLM emphasizes that this was impossible 20 years ago 
and that the customers then had less information about other competitors in the market. He 
argues that GI in the past had a good market position and that the customers acknowledged the 
brand, which made it easy to keep a high price level and increase the prices on a regular basis. 
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However, this has become more difficult since the unique selling point has been the same the last 
10 years while the price pressure and transparency has increased. A third BLM claims that the 
customers’ knowledge about prices for energy and raw material, makes it even harder to 
motivate price increases when the price levels for raw material is low. 
 
The interviewed managers have a shared view of the challenges posed by increasing 
transparency but they have different opinions about how to face this challenge. One BLM 
mentions that GI does not want to display their prices on the Internet. He argues that GI is still in 
the Stone Age, not because they have to, but because they want to. People buy things on the 
Internet today but GI do not give people a chance to buy their products on the web because they 
are so protective of their price position. He believes not showing prices on the web is the right 
way to go at the moment but emphasizes that this will have to change as more people buy their 
products online because the possibility of doing so is increasing. One divisional manager 
believes the solution is to have a more transparent communication with the customers and 
explain why they find that GI has higher prices than competitors on the Internet. He emphasizes 
that the customers will need GI’s products anyway if understanding their value. 

5.3. Markets and trends 
When answering the questionnaire, 15 out of 18 responding BLMs stated that their competitive 
landscape consists of a few large and many small competitors. The result is presented in Graph 
1. These 15 respondents include the BLMs from the focus markets Central Europe, US, China 
and India. This might be an indication of that many of the local markets where GI does business 
are consolidated, which is often a sign of maturity. It also emerged from the questionnaire that 
global competitors are starting to enter even more markets, which implies increased competition. 
A conclusion that can be drawn from this is that competitors are becoming more big and global. 
 

 
Graph 1. Competition in the different markets. 

The result from the questionnaire also shows that GI’s market shares in different markets are 
quite spread, the result is illustrated in Graph 2. 
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Graph 2. GI's perceived market share in different markets. 

 

5.3.1. The Chinese market 
According to the interviewed managers who have knowledge about the Chinese market, it is a 
big, dynamic and immature market that is constantly changing. The market consists of both 
technically advanced and simpler products. However, there seems to be a trend that the 
customers are starting to ask for more advanced technical products. 
 
One BLM means that due to the immaturity of the market the customers do not have much 
knowledge about the value that GI can bring, so the CC invests a lot of time in educating the 
customers by holding seminars and demonstrations of the products. One divisional manager and 
one BLM claim that when GI entered the Chinese market about 15 years ago, there were few 
competitors in the market and the customers had poor knowledge about the products. Because of 
this, they could price their products much higher compared to other markets. However, recent 
years more competitors have started to enter the market, of which many have significantly lower 
prices than GI. In 2013, the Chinese CC started to restructure their local price list so that it would 
be more related to the market price. Apparently, GI lost some credibility when they were forced 
to decrease their prices and had a hard time explaining to customers why they were over-
charging before. 
 
The Chinese CC has a strategy to increase their list prices with 6-8% per year to meet inflation 
rate and sometimes sell to prices above the ARP-list price. However, one divisional manager 
emphasizes that this is not common and that selling for prices above the ARP-list is something 
that seldom happens. 

5.3.2. The Central European market 
According to the interviewed managers with insight in the Central European market; it is a 
mature and stable market where the most technically advanced products are sold. According to 
one divisional manager, the Central European market is pushing the technology and there are 
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high demands for big technical innovations. The market has a fierce competitive landscape and is 
extremely price transparent. 

5.3.3. The US market 
The US market is a very mature market with high competition and price pressure where GI is 
often forced to sell for market price. Due to the competitive landscape and maturity of the 
market, the products are sold for prices about 10-15% lower in the US than in Central Europe. 

5.3.4. The Indian market   
The Indian market is a price sensitive low cost market with an extreme price pressure. The 
market is facing high global competition, which forces the CC to sell at low prices. According to 
one BLM, 50-60% of the customers in the Indian market are very price sensitive and few 
customers understand the value proposition offered by GI. The BLM describes that it is therefore 
hard for GI to compete without offering low prices. In the Indian market, requested products are 
less technically advanced compared to in the other markets US, Central Europe and China. 

5.4. Global customers 
Today, about 20% of GI’s revenues come from a few global customers. Interviewed divisional 
managers claim that customers that have a global presence are becoming better organized, global 
and have a more centralized purchasing force. Just like competition, customers are becoming 
more consolidated and GI is facing less but bigger customers. According to one GKAM the fact 
that the global customers have more centralized purchasing department makes it harder for GI to 
negotiate with them. Previously, it was easy for GI to have a personal contact at the customer 
that was aware of their value, but now focus from the purchasers is more about getting the lowest 
price possible. 
 
Many of the interviewed managers, both divisional and local, without being asked about it claim 
that a challenge is that the global customers are pushing hard to have global agreements with 
which they are guaranteed to buy for a much lower price level than otherwise. These customers 
are often key customers for GI because they are buying high volumes from just a few suppliers. 
Therefore, it is critical for GI to meet their requirements. One divisional manager argues that 
there is a need to investigate the advantages that GI gets from the global contracts since there is 
no follow-up about how much profit they generate. He believes the global contracts are often 
motivated with the argument that they guarantee sales volumes but stresses that this might not 
always be the situation because it is not stated in the contracts that the customers are obliged to 
buy certain volumes. 
 
Almost all managers describe that the global customers want to have global agreements from 
which they can buy for the same price all over the world. However, different tax levels, shipping 
costs, costs for installation and cost of labor, affect the end price in different markets. Therefore, 
the price cannot be guaranteed to be the same. The divisional managers and the GKAMs argue 
that if there are big price differences between the different markets, there is a risk that customers 
will start to buy cross-border, which means that they buy the product in one country and ship it 
themselves to another country. One Global PM stresses that this will make it harder for GI to 
deliver service and support, which are seen as GI’s main competitive advantages. 
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According to some of the Global PMs, the price levels in different markets are more close to 
each other today than they were some years ago. One divisional manager stresses that a problem 
today is that if one CC is using a price level that is much lower than the general price level, this 
might erode the price level in other markets. One BLM believes a strategy of harmonizing prices 
across the globe might be needed in the future while many managers find themselves torn about 
whether harmonization is a good idea or not. Many of them seem to believe this matter should be 
investigated so that a clear strategy of cross-border selling and potentially harmonization can be 
developed. Another BLM believes what is needed is more global control and coordination of the 
different price levels in different markets. 

5.4.1. Global Key Account Managers 
GI has GKAMs that are responsible for handling the global customers and creating their 
contracts. According to one divisional manager and one GKAM, the purpose of the global price 
lists is that the customers should pay the same price around the world, but that it is a reference 
for the CCs and that it is up to the respective salesperson to decide the end price. One GKAM 
mentions that in some cases he creates land specific sheets with prices for the different markets, 
so the global customers do not pay the same price all over the world. 
 
Another GKAM explains that the global price list for his key accounts can vary up to 25% from 
one market to another. The sales managers have authority to give discount from the global price 
list and report to the BLM or directly to the GKAM. In the end, it is the authority of the BLMs in 
each and every country to decide what price they will finally submit. 
   
From the questionnaire it arises that most of the CCs have frequent discussions with the GKAMs 
about price and global price agreements (Graph 3). However, many seem to perceive that more 
interaction between the GKAMs and the CCs is needed and that the global price agreements 
should be more discussed and better aligned with the local strategies and market conditions. 
Some interviewed managers at the CCs also mention that information about the global price 
agreements have to be easier to access. 

 
Graph 3. How the CC's are affecting the price for global customers. 
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The GKAMs have a responsibility to continuously inform the CCs about their work so that they 
know what is going on at the moment and provide them with the global price lists for their key 
accounts. At the same time, BLMs have a responsibility to provide the GKAMs with information 
about their particular market, such as the competitive landscape, local price levels and potential 
interesting projects. Most of the communication between the GKAMs and the CCs is discussions 
about local projects where special discounts or deviations from the global contract are requested. 
One BLM claims that the GKAMs often send proposals to the CCs to consider before signing the 
global contracts. 
 
The interviewed BLMs and GKAMs describe that the communication between them is working 
well most of the time and that they interact frequently. Several of the interviewed emphasizes 
that the communication is dependent upon the intentions from the individual GKAM. Most seem 
to think communication is the key when so many parties are involved in the pricing discussions 
for the global customers.  
 
One divisional manager claims that it is important that the GKAMs are communication a lot with 
the salespeople to involve them when creating the agreements get their input and approval and 
make them understand why it is important to follow the global agreements. One GKAM explains 
that the global contracts limit discussions about pricing. From time to time, he is involved in 
price discussions but in general he finds these discussions rare because of the global price 
agreements with the customer. 
 
The GKAMs do not meet on a regular basis but have some informal contact, for example during 
the GI summits twice a year. One GKAM explains that it is hard for them to meet more 
frequently because they are all traveling around the globe and have so many other meetings to 
prioritize. He also claims that they are facing very different situations for their respective 
customers. Another GKAM describes that he sometimes call other GKAMs to ask for ideas 
about specific problems. Two GKAMS thinks the GKAMs could benefit from discussing and 
sharing experiences with each other. One GKAM believes the communication should not be too 
formal but that the division could put up a program for GKAMs to meet about twice a year to 
review strategies and changes in the different segments and how they have adjusted or adapted to 
those changes, or have conference calls quarterly for about an hour. He emphasizes that the 
contact should not be too complicated. 
 
There is no strategy for the GKAMs and they do not receive any guidelines about how to work 
with pricing, other than the ARP-list, which they use as guidelines when putting up the global 
price agreements. According to one divisional manager GI has not been working with the 
GKAM role for such a long time so the role has not had time to develop so much yet. But a 
potential improvement according to him is to have the GKAMs more coordinated on a global 
level. One GKAM argues that with the increasing pressure from global customers, GI will need 
to have an overall global strategy about how to manage the global customers and the GKAMs in 
the future. 

5.5. Pricing strategy 
In this section it is presented that GI strive to have a value-based pricing strategy, a decentralized 
pricing authority and to be price leaders in all markets. However, according to some of the other 
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interviewed managers, there is no official strategy around this. One divisional manager stresses 
that if pricing authority is to be decentralized, this should be clarified to the CCs. He perceives 
that this would make it more clearly to everyone what authority the division has and what 
authority the CCs have, and that this would facilitate discussions. 

5.5.1. Value-based pricing strategy 
According to several divisional managers, GI aims to have a value-based pricing strategy 
globally.  
 
When asked about the unique value that GI bring to their customers, almost all managers refer to 
Total Cost of Ownership (TCO). It can be explained as the costs around the tool, beyond the 
purchase cost, for example costs for maintenance, electricity and potential accidents related to 
the use of the tool. GI tries to calculate the TCO for the customers and show that the TCO for an 
GI tool is lower than the TCO for the competitors’ tools, similar to a ROI calculation. Usually 
the purchase cost only represents 10% of the TCO whereas working costs and quality costs 
represent a much higher percentage. If the salespeople are able to show that GI can bring the 
customers a lower TCO than competition in a long-term perspective, they are more likely to 
succeed to motivate their higher prices and win the sale. 
 
GI aims to optimize their tools for the customers’ needs and thus decrease TCO, based on the 
three parameters productivity, ergonomics, and quality. According to one divisional manager, 
GI’s business model is based on that they provide the products, salespeople and service that 
together lead to the lowest TCO. The majority of the interviewed managers mention service and 
support as GI’s primary competitive advantage. Interviewed managers explain GI works to move 
away from selling commodity products and instead wants to create value by selling complete 
solutions, including service and support. One divisional manager claims that the sales 
organization strives to work as consultants for the customers and another divisional manager 
agrees, explaining that the relationship with the customer should be more of a partnership with a 
close relation since they have a continuous selling to the bigger customers. They are moving 
toward full package service solutions in which they include service technicians at the customers’ 
plants that set up the tool and are ready to provide support, education and service. Many of the 
interviewed managers state that the customers prioritize the support and knowledge from GI. 
 
One GKAM expresses this as GI should be addictive for the customer and that the goal is that 
the customer could focus only on production and that GI can provide service for everything else. 
In this, GI’s organization plays an important role and according to one GKAM, the global 
structure combined with local resources that GI has is an important competitive advantage when 
working with the global customers. One manager argues that the sales organization is more 
important than the product itself. 
 
“If you as a GKAM can convince our customer that no matter where you travel in the world, GI 
can support you and the service will be exactly the same in the US as in India, more than likely 
you have a checkmark or star ahead of the competition” - GKAM 
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Another competitive advantage that GI has is their strong brand and big product portfolio. One 
of GI’s biggest competitors has 500 different products while GI has around 4000 products. This 
gives GI a better probability of meeting different customer needs. 

5.5.2. Decentralized pricing strategy 
GI has a decentralized pricing strategy, which means that much of the responsibility for pricing 
is given to the CCs. Managers see this is a strength for GI because they believe that pricing 
authority should be closest to the market, since the required knowledge and information to 
understand the customer values and competitive situation is there. 
 
From the questionnaire, it emerged that the BLMs at the CCs believe a centralized pricing 
strategy would be hard to achieve because of GI’s different positions in the different markets. 
One divisional manager claims that GI is strong on the local markets and has a great local 
understanding of the market conditions. One BLM argues that the mature CCs gain a lot from 
having a decentralizes pricing strategy, because this makes them able to maintain their price 
levels without being influenced by markets with lower prices. An immature CC, on the other 
hand, might benefit from a more centralized pricing strategy since the sales force do not have the 
same experience and understanding for the market conditions. 
 
Even though all parties within GI positively receive the decentralized strategy, it creates 
challenges when selling cross-border, because collaboration between the CCs is needed. 
According to one divisional manager, an effect of the decentralized pricing strategy is that it is 
hard to control the prices and make changes in the strategy. This has resulted in a large spread in 
prices between the different countries. Several managers argue that the decentralized pricing 
strategy should remain, but that it is important to have more structure and communication about 
pricing. Some also argue that the CCs should be provided with guidelines about how to create 
their price lists and work between borders, something that is not provided today. 
 
“We need to have some type of formal strategy from the division, but the local responsibility still 
has to be there” - Divisional manager 

5.5.3. Strategy to be price driver 
Another strategy is that GI strives to be a premium supplier and keep the price level high. They 
aim to be price leader and price driver in each and every market. According to one divisional 
manager, it is important that GI increases their prices to affect the general price level in the 
industry. According to divisional managers, GI’s prices are 10-50% higher, and in average 30% 
higher, than the competitors’ prices for an equal product. Competitors on the other hand tend to 
compete with price. 
 

5.6. Current pricing strategy and process at the division 
In this section, the current pricing strategy and pricing process at the division will be presented. 

5.6.1. Atlas Copco Reference Price - ARP 
The ARP-list was implemented in 2008 after advice from consultants. It is a global price list that 
is sent from the division to all the 20 CCs twice a year and its purpose is to be a guideline for the 
CCs when creating their local price list and for when establishing contracts with larger 
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customers. The prices in the ARP-list are set in Euro and represent the highest recommended 
price for the tools. According to one divisional manager, there are only one or two of the CCs 
that can sell to the actual price level in the ARP-list on a regular basis. The ARP-list, which is 
reworked two times a year is said to be inflation-proof, since it is increased every year by 3%. 
The increase is made by the Pricing Strategy team, who is also the owner of the ARP-list and 
send it to the CCs. No follow-up of the effects of the ARP-list has been made since it was 
implemented in 2008. 
 
According to two divisional managers after the ARP-list is sent out to the CCs, a Landed Cost 
Factor (LCF) is added to the ARP-list. LCF is the difference in cost for selling a product in two 
countries, including customs, taxes, transportation costs, delivery cost, delivery insurance, cost 
for the service organization, etc. LCF is reported every year from the local Business Controllers 
in each country and spans from 1% in Europe to 35% in Brazil. Transfer price is the price the 
CCs pay to buy the tools from the distribution center. 

5.6.2. Creation of the ARP-list 
The PMs are responsible for pricing their products in the ARP-list. Twice a year the Pricing 
Strategy team sends a query where they ask the PMs to update the price on their products, 
product by product and motivate proposed changes. From the interviews with the PMs, it 
emerged that they do not receive any guidelines for how to set prices and that they are working 
in different ways when pricing their products. According some managers, the lack of a 
systematic way of working becomes a problem when a PM changes position or quit, because his 
or her knowledge then disappears. 
 
One divisional manager thinks that a business case for a product should start with deciding the 
price, based on the value the product delivers, and then the costs could be determined. A third 
Global PM tries to use value-based pricing before the costs are determined for a new product. 
Everything that is unique with the product, whether it is a spare part or a value, he tries to price 
as high as possible. This is where profit from the product will be gained. The result from the 
questionnaire presented in Graph 4 show that most of the CCs perceive that the products in the 
ARP-list is correctly aligned even though the Global PMs are using different price strategies 
when pricing their products. 
 

 
Graph 4. How the CCs perceive that the prices in the ARP-list are aligned. 
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Almost all divisional managers claim that they are striving to use value-based pricing but in 
reality several different strategies and practices are being used. Several of the interviewed PMs 
claim that they use market-based pricing when pricing their products, which implies looking at 
the competitors’ prices and comparing the product features and values to those of GI’s products. 
One divisional manager argues that market-based pricing is most suitable to use when GI is not 
market leader and have to adapt to what the competitors do. When talking to Pricing Strategy 
team, it emerged that they expect the PMs to use competitor's’ price and trends in the market 
when arguing for price changes in the ARP-list. On the other hand, there are those who think GI 
should not look at competitors’ prices when determining the price level. 
 
“Setting the price based on competition will shrink the value since competition is always a bit 
lower than GI in pricing. Since we are the market leader it is up to us to set the right market 
price. I have seen many cases when our competitors come in and price their products at a 70% 
discount compared to GI products and what they do is just to shrink their market share by 70%, 
so if we follow that trend our market share would shrink tremendously.” – GKAM 
 
There are those who do not agree that GI is mainly using a market-based pricing strategy. One 
divisional manager claims that the PMs are mostly working with cost-plus pricing when pricing 
their products, which means they look at the production cost and then add a certain margin. One 
Global PM claims he is trying to work with value-based pricing but that he is always looking at 
the costs as one of the most important parameters when pricing a product. A common opinion 
among the PMs seems to be that they want to get away from using cost-plus. 
 
Several of the interviewed divisional managers describe that pricing is based on inherited 
patterns. Four of the nine divisional managers believe that when pricing a new product, the PMs 
look at an old, similar product and go for the same price level instead of independently trying to 
assess the new product’s value. They describe that the PM is looking at what the ARP-list and 
the actual end price for the old tool for. In the next step, they try to assess how much more value 
that is created for the customer compared to the old tool and based on this, they assess how much 
more GI can charge for the product. Another divisional manager also believes that most of the 
PMs, when pricing a new product, look at the price for similar products, add an already 
determined margin and then tries to defend the price by finding some unique selling points or 
value-adding features. 
 
“I think that pricing is mostly based on history because of fear of reducing the price and losing 
profit, instead of basing the prices on what is really happening on the market.” - BLM 
 
One BLM believes that it is important for the PM in Stockholm to take a serious look into the 
local prices before they set the price. One Global PM on the other hand, argues that from a 
global perspective it is not possible to look at the market conditions for all markets before setting 
a price. Further he believes the ability to set the right price depends upon the experience that the 
PM has in the marketing and sales field. 
 
According to one divisional manager it is hard to get away from an already set price and 
therefore it is essential that the first price is accurate. One Global PM explains that if the price is 
too low, potential profit is lost and if the price is too low, the product will not sell and hence 
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potential profit will be lost. Another Global PM argues that the expected revenues and profit are 
included in the business case from the beginning when developing a new product.  

5.6.3. Software and new pricing challenges 
Almost all interviewed divisional managers stress that one of the biggest current challenges is 
pricing of new products consisting of more software than previous tools, which puts new 
requirements on pricing. Today, features are included when buying the tools but this will have to 
change. In the future, customers instead will have to choose what features they want and pay 
extra for these. One divisional manager explains that GI has never before charged customers in 
this way and stresses that they have to learn how to find more sources of income than just the 
actual tool. 
 
Several managers claim that this will be a paradigm shift, as the employees will have to think 
about pricing of products in a different way and that GI must make the customers understand the 
value of the products to accept the price of the tools. One divisional manager argues that a lot of 
change management has to be done to be able to handle this shift and that the customers are not 
willing to pay for software when this is something they have often received for free and that is 
hard to understand the value since it is no longer tangible. One divisional manager and one 
Global PM argue that this paradigm shift also has to be a shift in how the salespeople are 
thinking about pricing strategy and explain that they now have to move to value-based pricing to 
be able to explain why the customers should still pay a high price while the production cost for 
software is low. One divisional manager argues that the CCs today have a very big authority 
when it comes to pricing but that this might change temporarily during the transition from 
hardware to software. Because of the inexperience and lack of knowledge about pricing of 
software among the sales force some divisional managers argue that pricing needs to be more 
centralized in order to stay profitable in the future. 
 

5.7. Current pricing strategy and process at the CCs 
In this section, the current pricing strategy and pricing processes at the CCs are presented. 

5.7.1. Pricing strategy 
Almost all the interviewed BLMs at the CCs claim that they are striving to use value-based 
pricing but in reality several different strategies and practices are being used. According to the 
results from the questionnaire, most CCs are using a mix of value-based pricing, market-based 
pricing and cost-plus pricing, the result is illustrated in Graph 5. 
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Graph 5. The most commonly used pricing strategies when creating the local price list. 

One BLM argues that value-based pricing is mainly used when working with customer projects, 
such as implementing a new production line, whereas cost-plus and marked-based pricing are 
more frequently used for commodity products. 
 
According to two interviewed managers, different pricing strategies are used in different markets 
because of their different market conditions, competitive situations and customer requirements. 
For example, there are high demands for big technical innovations in Central Europe while the 
US market is pushing the price and are in the lead of optimizing their prices. One divisional 
manager argues that the CCs often adapt to trends, which makes the pricing different in different 
markets. One Global PM describes that sometimes the CCs adopt different strategies towards the 
same customer in different markets. Another divisional manager emphasizes that it is important 
that the division knows and accepts that different markets have different conditions and thus 
different price levels. 
 
One divisional manager argues that the salespeople at GI are good at using value-based pricing 
up to a certain level. He argues that there are human factors making the salespeople feel satisfied 
at a certain level even though they might be able to charge a higher price. He claims that the 
salespeople have to get away from the feeling that they are deceiving the customers when they 
are negotiating for a high price and instead focus on the value proposition and what it is worth. 

5.7.2. How the ARP-list is applied at the CCs 
In most CCs, the BLM receives the ARP-list from the division and forwards it to the marketing 
department where the PMs are responsible for creating the local price list. 
 
The results from the questionnaire presented in Graph 6 show that the majority of CCs, 15 of 18, 
use the ARP-list in its entirety or most of it when creating the local price list. 
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Graph 6. How the ARP-list is used at the CCs when creating the local price list. 

Most of the CCs claim to use the ARP-list as a base and then add LCF, currency rates and 
discounts to fit the local market. One local PM at the Central European CC explains that they 
previously used the ARP-list in its entirety and just added the LCF and a discount rate to create 
the local price list because of lack of time and because they were insecure about pricing the 
products. Today, they have moved away from only looking at the ARP-list and have developed 
their own, more sophisticated, methods to create the local price lists. In the Central European 
CC, the managers claim to be using value-based pricing to a great extent. The ARP-list is used as 
an input but they look at what unique selling points the products have and aim to price these 
higher. They also use market-based pricing because they have realized that it is important to 
align their prices with the market price. The interviewed managers at the Chinese CC has also 
moved away from using the ARP-list in its entirety and claim that they are looking at different 
product groups and assess specific products’ performance and competitive situation on the 
market when creating the local price list. In the Indian CC, creation of the local price list starts 
with looking at the transfer price, LCF and currency exchange rate. Then costs and profit goals 
are taken into consideration. Thereafter they investigate what the normal discount level given to 
the customers is. This discount is then added to the price. After that, the ARP-list is used as a 
comparison where they look at the relation between the local price list and the global ARP-list. 
They are striving to use market-based pricing because they believe this is the best way to go in 
India. Sometimes they are trying to use value-based pricing for products that are considered key 
components by the customers. 
 
The US CC is the only market where the ARP-list is not used at all. They use the ARP-list as an 
input but their main strategy, market-based price optimization, proceeds from looking at the 
competitors’ prices and then adding a margin based on the value offered compared to the value 
offered by competitors. The process of market-based price optimization is illustrated in Figure 
11. 
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Figure 11. The process of market-based price optimization. 

All people working with pricing in the US CC, from salespeople to managers and GKAMs, are 
using market-based price optimization in every pricing situation. One BLM argues that this helps 
getting the highest possible price and thus will lead to optimized profit and revenue. It is 
assumed that it is not possible for the US CC to apply the ARP-list because of the high price 
pressure on the market. In addition, the fact that the US CC is not using the same price list makes 
it hard for the customers to make comparisons between the US CC and the other CCs. It emerged 
from the interviews with the other CCs that many of them are interested in using market-based 
price optimization but do not know exactly what it is or how it execute it. 
 
The majority of the respondents in the questionnaire, and all interviewed BLMs, claim that they 
are looking at competitors’ price, or market price, when pricing GI’s products. According to 
several interviewed managers, finding the market price requires a lot of time and effort. The 
ability to find the market price also seems to depend on the salespeople’s experience in the 
market and gut feeling. One way to find the market price is to have a good relationship with the 
customers and get competitor’s prices directly from them.  
 
One divisional manager and one GKAM argue that pricing is often based on historical data in the 
CCs. They claim that most customers are regular customers and in these cases it is difficult to 
change an already existing price level. 
 
According to the Pricing Strategy team, there has been a yearly increase of the ARP-list with 3% 
last years, but nothing has happened to the end prices. They perceive that they cannot establish 
the price increase and because of this, there is now a huge difference between prices in the ARP-
list and the actual end price. Another divisional manager believes the salespeople have been able 
to keep the price level up for the smaller customers, but that the discounts have increased for the 
bigger customers. Several of the interviewed managers, both at the division and at the CCs argue 
that customers in general will not accept a price increase of 3% for an existing product. 
According to one BLM, they are instead aiming for a price decrease of 2-3% per year. From the 
questionnaire it emerged that previous economic crisis has increased price focus and decreased 
prices in most markets. Some BLMs mentioned in the questionnaire that an increase of the ARP-
list twice a year might decrease the customers’ loyalty towards GI. According to one Global PM 
and one divisional manager, it is only possible to increase the prices when a new product is 
launched. 
 
The pricing strategy team describes that they receive complaints from the CCs that the ARP-list 
is too high. From the questionnaire it emerges that there is a spread view about the ARP-list 
level. Some think the level today is appropriate, others that it should be increased while others 
think that it should be decreased. Further one divisional manager argues that some CCs are good 
at handling the big differences between the ARP-list and the market while others are not. 
Another divisional manager argues that the prices in the ARP-list must be high because prices 
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differ a lot between the many markets that GI have CCs in. According to another divisional 
manager and one Global PM, the ARP-list should reflect the price on the highest paying market 
but there are few, or almost no, markets today are able to sell at the ARP-list price. The first 
divisional manager argues that pricing somewhat has to do with the culture and hierarchy in the 
CC. Some CCs feel that they have authority to make their own decisions while others frequently 
turn to the division for approval or guidelines. Another divisional manager claims that some CCs 
are not being aggressive enough and stresses that there might be a risk that if one CC is selling to 
a low price, this might damage the global price level. At the moment, the ARP-list is common 
for all CCs but one divisional manager thinks that it might look different in the future and that 
perhaps one ARP-list per segment will be needed since a tool is worth differently for different 
segments since they have different needs. He also emphasizes that there has to be a limited 
number of ARP-lists if there is more than one. 
 
The general opinion both at the division and at the CCs seems to be that the ARP-list is a good, 
established tool that works as a global reference for pricing and that the ARP-list provides a 
sense of what prices the salespeople at the CCs should go for. One divisional manager believes 
the division has not enough knowledge about the conditions in all the different markets to be 
able to set the prices correctly and thus sees the ARP-list as an easy way of adjusting prices. He 
thinks GI would have had totally different prices with lower margins without the ARP-list and 
that focus would be put more on competitors’ prices rather than trying to maximize the price on 
the product. However, many seem to believe the ARP-list becomes less valuable as the gaps 
between the ARP-list and reality become too big.  
 
“Discounts are very high and I believe the ARP-list should be decreased with around 20% to be 
aligned with reality. I think the reason why the ARP-list is so far from the end price is because 
the pricing of a new product usually is put in relation to the ARP-list price for a product that 
already exists.” - Global PM 

5.7.3. Discounting 
According to the Pricing Strategy team, the CCs should apply a discount to the ARP-list suitable 
for their market. There are no guidelines for how much discount that can be offered, but many of 
the CCs put up a limit up to which the salespeople can offer a discount without approval from 
the BLM. From the interviews it emerged that these levels, and also who to get approval from, is 
varying between the CCs. 
  
One divisional manager argues that the discount should depend on purchased volume, provided 
that no additional unique value is given to the customer. However, there is no strategy around 
discounts and there seems to be many other reasons for giving discounts. He argues that there is 
a pattern of CCs giving discounts and motivating this with that the salesperson has a good 
relation with the customer or that it was the first time the customer bought from GI and should 
thus be tempted to buy more in the future. In some markets, discounts are given to be able to 
compete with the competitors. Another BLM emphasizes that the size of the discount depends on 
the different product groups, the level of transparency and the knowledge of the customer.  
 
One BLM claims that a current challenge is to defend the high prices and argue for why GI has 
such a high discount level. He claims that in some cases they can give a 60% discount and 
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stresses that the customers do not perceive this as credible. In Central Europe, for example, the 
biggest customers get about a 42% discount while the smallest customers get a discount around 
10%. According to one divisional manager, there is a big spread between the ones that pay the 
most, like small customers in GI, and the ones that pay the least, mainly big customers within the 
automotive industry, pays for the same product. He claims that there is logic to this based on the 
volumes that the customers buy but also shows that there is a risk that this might strike back at 
GI if the customers find out that other customers are buying the same products much cheaper. 
Graph 7 presents the most common reason why the sales force give discounts 

 
Graph 7. Main reasons for giving discounts to customers. 

 

5.7.4. Understanding customer value 
The graph below, which presents data from the questionnaire, shows that many of the CCs 
perceives that price is the most prioritized factor by the customers (see Graph 8). 

 
Graph 8. Customer priorities. 
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A general opinion seems to be that GI the last years have not been able to introduce new unique 
products that are differentiated from the competitors’ products while competitors are competing 
with lower prices. An effect of this has been that GI has encountered resistance when trying to 
increase their prices. According to one divisional manager, GI can still make sales thanks to their 
strong brand but they have to keep launching new innovative products with new features that 
attract the customers, otherwise the brand will be eroded. Another divisional manager believes it 
would be naive to think that competition could not copy their complex products because 
competitors in low-cost countries have a hard-working workforce. 
 
According to one GKAM, 20% of the GI customers know the capability of GI’s products 
whereas the salespeople actively have to educate the remaining 80% of customers. These 
customers are not aware of GI’s support, global structure and product features. Several managers 
claim that in order to defend their position, GI have to work hard to show the customer value and 
prove Return On Investment even for smaller purchase volumes. Several managers argue that 
negotiations with customers must move away from discussions about price to discussions about 
value. If the value of the products is not shown and delivered, the customers will choose a 
cheaper product. Discussions should be about the value the customers can get from GI’s 
products. According to one GKAM pricing could not be the objective, instead GI has to make 
sure they bring value to the market that others cannot bring, make sure they have unique 
competitive advantage and know why they are number one in the market. Then pricing will 
follow naturally. 
 
One divisional manager explains that GI is going through an evolution in which they are working 
to identify customer needs instead of looking at pricing. People have started to realize that if you 
find a real good value, it is possible to charge a lot for that. R&D has gone through a tough 
cultural process realizing this and started to work with Voice of the Customer (VOC). One 
Global PM explains that the PMs are using a database in which they rank customer priorities. 
The product development process always start with looking at what problem GI can solve for the 
specific customer. One divisional manager mentions that the process from prototype to launching 
of a product might take 2-3 years. By this time, the reality might have changed and the 
assumptions about what brings value to the customers are not always accurate anymore. 
 
“The most important is to create as much customer value as possible so that we can increase the 
price” - Global PM 
  
The majority of the interviewed managers in the CCs argue that it is hard to convince the 
customers of the product’s value. Many assumptions have to be made when calculating TCO for 
the customers. The salespeople today are mainly engineers, unlike 15 years ago. Today there is a 
need for salespeople to have knowledge about and understand the customer’s process to be able 
to suggest improvements in order to create possibilities for GI to sell a full solution. Several of 
the interviewed managers claim that GI has to improve when it comes to identifying and proving 
value to the customers in order to get away from selling commodities and instead open up the 
possibilities of selling total solutions. 
 
From the questionnaire, it arises that there is no standard way of working to understand customer 
value. The sales force when interacting with customers mainly collects this information and they 
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seem to believe that close collaboration with the customers is the key to proving value and 
achieve value-based pricing. One GKAM thinks it is urgent to develop a strategy to achieve a 
better communication with the customers about TCO. 
 
One commonly used method to learn more about the customers’ processes is walk the line when 
GI visit the customer’s line and find areas of improvements and solutions for the problems 
found. The Central European CC has together with the CCs in US and Brazil created an app to 
handle this in an efficient way. Another BLM explains that the marketing team is supporting the 
salespeople in educating customers with market activities like seminars and technical 
communication and some assembly audit to help the customers finding the problem, root cause 
and solutions. 
 
One local PM describes a meeting in Stockholm where all the segment responsible from around 
the world gathered to discuss the future needs for customers and made a list of the top ten most 
important tools, in which main competitors and arguments for the tools were filled out in order to 
facilitate making a business cases. He believes this is the right way of developing new products 
and also to find better prices and believes all PMs could gain from such a meeting once a year. 

5.8. Internal pricing communication 
In this section, it is presented how GI are working with their internal pricing communication. 
The different areas related to pricing communication are guidelines, monitoring of price, training 
and communication channels.  

5.8.1. Guidelines about pricing 
The interviewed managers explain that there are no job descriptions at GI and that they have a 
culture where employees create their own way of working towards goals. Therefore, the only 
guideline about pricing the CCs receive from the division is the ARP-list. In Graph 8 the result is 
illustrated about the support that the CCs provides. The managers at the division, including the 
Global PMs, do not receive any guidelines about how to work with pricing neither which has 
made the pricing processes very individual. One divisional manager claims that the Global PMs 
inherit a way of working with pricing and learn by doing. The interviewed Global PMs agree and 
conclude that they have different ways of working with pricing and do not discuss or share these 
ways among themselves. He stresses that GI is good at pricing but that this knowledge is stuck 
“in the walls” and thus hard to maintain within GI when people are changing positions. When 
someone quits, there is no paper or instruction left on the desk.  
 



 68 

 
Graph 9. Provided support from the division to the CCs. 

The interviewed BLMs at the CCs have different opinions about whether more guidelines are 
needed or not. One BLM claims that they do not need any more guidelines while another BLM 
at the same CC thinks the division could provide the CCs with value propositions and 
competitive analysis in order to avoid duplication of work at the CCs since they are spending a 
lot of time doing the exact same thing, creating competitive analyzes. One interviewed BLM at 
the Chinese CC thinks it would be good to get some tools, guidelines or education about how to 
set up the local list prices. He also claim that some explanation of why the prices in the ARP-list 
are set the way they are would be good as this could help them understand the logic when 
creating the local price list. One divisional manager believe that if the way of working around 
customer value and pricing would be a bit more structured, the CCs would be more empowered. 
He thinks the right way to go would be to provide the CCs with some guidelines about pricing 
that they could use if they wanted to. 

5.8.2. Monitoring of pricing and price 
The CCs are being measured on consolidated gross profit, CUGP, and market contribution, 
MaCo. CUGP is the end price minus the production cost. MaCo is a measure of how much the 
product company that manufactures the product in Sweden is earning; this is the adjusted EBIT, 
regardless transfer price and the CC’s functional costs. The sales are not measured locally, but 
instead it is being monitored how much the entire GI earns from the transaction. According to 
two divisional managers it is better to govern the profits on a global level than to focus on the 
local profits. They stress that there has to be a justifiable logic underlying the price decisions. 
One divisional manager explains that they do not want to control the end prices at the CCs as 
long as they show good results. 
 
The CCs seem to monitor their salespeople in different ways. The Central European CC is 
evaluating the individual salespeople with the help of an evaluation sheet that the Marketing 
Manager and BLM developed a couple of years ago. One BLM explains that the evaluation sheet 
is assessing their knowledge about the product, process and solutions. The purpose of the 
evaluation sheet is to clearly present to the salespeople what is expected from them in the sales 
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field and to obtain indications if more training is needed for the salespeople. Similar evaluation 
methods are used in other CCs as well, often with the purpose to identify improvement areas 
with the salespeople or to monitor that the price is right. The CCs are also paying attention to 
how the salespeople are working with pricing in the field.  

5.8.3. Training about pricing and value 
All interviewed managers at both the division and the CCs claim that little training and education 
about pricing is provided from the division. The CCs are responsible for training for the sales 
force and focus of the offered training seems to be value-based selling and value-based pricing. 
This training in general focuses on identifying customer needs and transform them into value-
adding solutions with the help of value argumentation. The training also put focus on comparison 
between GI tools and competitors’ tools, finding strengths and weaknesses of each tool in order 
to provide the salespeople with a feeling of GI’s position compared to competition. What seems 
to be requested but missing is how to transform value into price. 
 
One divisional manager mentions that during the annual strategy meeting this spring, customer 
value was widely discussed even though pricing was not discussed. 
 
The fact that the CCs are responsible for training has had the effect that the salespeople receive 
different training depending on which CC they are working at. Some of the CCs provide more 
formal training while others believe knowledge is best spread by learning from the more 
experienced salespeople. Many of the interviewed BLMs at the CCs argue that the salespeople 
gain more knowledge and expertise from the field than from training. One BLM argues that 
learning value-based selling is a continuous process and that it is much harder to argue for the 
value in front of the customers than in the training. In general, there seems to be a perception that 
the sales force is experienced and therefore do not need much training about pricing. 
 
According to two divisional managers there are introduction training and a world-class training 
in Sweden to which the salespeople can be nominated by their CC. This implies a high cost for 
the CCs and some of the CCs, among them the Chinese CC, have had someone participating in 
the training to be able to do a similar training session locally. The Indian CC has instead paid an 
external agency to conduct two value-based selling sessions and the Central European CC has an 
internal academy. According to one local PM, 50% of the training there for salespeople concerns 
product training, which includes a mix of technical and value-based training. Other training 
executed at the Central European CC is about handling key customers and how to negotiate with 
purchasing departments. In the US, training concerns Strategic Partnership Selling, SPS, which 
is a sell process based on identifying issues at the customers, solutions for these issues and 
quantifying value into monetary factors. Training material is given to the salespeople about how 
to practice this and how to interact with the BLM. 
 
The divisional managers claim that they do not receive any education when it comes to pricing. 
One divisional manager argues that this knowledge is something that is assumed to be in the 
walls and people believe that if you are able to set a price once, you know how to do it well. 
Another divisional manager believes the lack of training at the division depends on the fact that 
the PMs at the division are only setting a reference price and that the local salespeople decide the 
actual price. Therefore, there is a small risk of setting the wrong price at the division, and if so, 
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this will be corrected locally. At the same time one manager emphasizes the importance of 
setting the right price in the ARP-list since this is an important indicator and guideline for the 
CCs. 
 
It emerged from the questionnaire that some of the BLMs feel that additional training in logic 
and calculations of the ARP-list and about market-based pricing is needed. Many of them argue 
that training about finding and quantifying value is needed. Some managers argue that when 
pricing with value in mind, you have to have knowledge and competence about both the product 
and pricing. He claims that this knowledge has increased the last years but that continuous 
training is needed. One divisional manager and one Global PM argue that the division should 
provide more tools and trainings about value-based training to all people who are working with 
pricing to give them a better understanding of how a product corresponds to customer needs 
compared to competitor products. They argue that this is something that falls within the 
framework of the PM’s responsibility. According to one divisional manager, GI employs about 
ten new seller per month, all with different backgrounds, and he therefore thinks it is important 
to get both the new and existing sellers to understand the business model with focus on value. 
One BLM and one GKAM argue that in the past, salespeople had to have certain knowledge 
about the product and technology while today, they have to understand both the more complex 
products and the customers’ processes. One BLM believes people development should be 
prioritized and explains that if the local resources are not knowledgeable enough to support, sell, 
or promote the product, the global strategy will fail. 

5.8.4. Communication about pricing between different parties 
According to one divisional manager, the communication has improved recent years. He believes 
this is something that has happened to meet external pressure from transparency and customers 
with a more centralized purchasing force. He believes pricing could be improved by better 
internal communication and a high degree of consciousness of how pricing actually works in 
reality. He stresses that the communication has to be transparent and sincere. According to one 
BLM, communication within GI today around pricing is reactive instead of proactive. One 
divisional manager argues that communication around pricing must originate from managers and 
that they cannot delegate these matters to salespeople and service technicians since they do not 
have insight in the complexity around these questions. 
 
Communication between the division and the CCs 
The managers both at the division and at the CCs confirm that there is a close communication 
between the global and local PMs about the products and their value but that not much is 
discussed about pricing. The PMs seem to have the most contact in connection with launches of 
new products. When launching a new product, the CCs receive information, presentations and 
sales training about the position of the product, performance and a competitive comparison. 
 
One divisional manager emphasizes that it is important for the global PMs to create and maintain 
a good relationship with the CCs because their input is needed when developing and pricing a 
new product. A good relationship could also facilitate the understanding of pricing at the CCs. In 
general, the interviewed PMs seem to have the opinion that the communication is a win-win 
situation where the global PM has a lot of information about the product and the local PM has a 
lot of information about the market conditions, customers and competition. One Global PM 
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claims that the world is too big to be looking for trends in every single market, instead he needs 
to rely on the communication with the CCs and that they will provide him with essential 
information. Both one divisional manager and one Global PM are usually in contact with the 
three biggest CCs, US, Central Europe and China. 
 
How the CCs perceive the communication with the global PMs seems to vary a bit. Many of the 
interviewed managers claim that the communication between the division and the CCs is 
working well but that it depends much on the individuals. There is no structure or formalized 
way of communicating and all the communication is based on individual relationships. One 
Global PM claims that in former times he knew how the CCs were pricing because they were 
always asking about how to price the product but nowadays they are more independent and know 
more for themselves how to price. He mentions that it is a challenge for the global PMs to 
monitor what the CCs are actually pricing and the underlying reasons for this. He finds it 
desirable to involve the global PMs more in the pricing discussion to make sure the price is not 
too low or high at individual occasions. 
However, when asked about the communication with the division, many of the interviewed 
managers at the CCs believe is could be improved. Several local managers request more 
motivations and explanations for when the ARP-list is increased, as this would facilitate creation 
of the local price lists and negotiation with customers. One local PM thinks there should be more 
discussions about pricing so that all involved parties can give feedback and be committed to the 
ARP-list. Another local PM believes all involved parties would have much to gain from bringing 
all the PMs together to share information and discuss about competition and prices. He thinks 
regular global meetings two times a year would be a good idea. 
 
“When people have the same understanding, things are so much easier for everyone” - Local 
PM 
 
Communication between the CCs 
The interviewed managers describe the communication about pricing between the CCs as very 
infrequent and claim that GI is poor at passing on good things that are made in one place to 
another. The BLMs meet a couple of times a year, but besides this, there is not much exchange 
between the CCs. Only one BLM argues that the communication between the CCs today is 
sufficient and that more communication is not needed. 
 
There is however some interaction between the CCs. One BLM explains that when facing a 
complicated business case, he tries to find out if other CCs have faced similar cases earlier to 
learn from their experiences. Another BLM engage his counterparts in Mexico and Canada, 
invites them to sales meetings and training classes about pricing. If some value has been 
identified by one CC, this information should be transferred to other CCs so that they are able to 
use this when negotiating with customers. Some think sharing success stories would be inspiring 
and interesting for all the CCs. One BLM emphasizes that it becomes more and more important 
for GI to share competence internally and claim that salespeople should visit other CCs 
frequently.  
 
According to Global PM and one BLM, communication between the CCs about pricing is 
limited to the global customers and global projects. Several of the interviewed managers describe 
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that there has been problems in the communication when one CC is negotiating with a customer 
who then decides to buy from another CC that has a lower price level. They believe 
communication could be improved so that these situations do not occur. Another BLM explains 
that there have been situations when one CC is allowing a global customer to buy for a very low 
price level while the Chinese CC is negotiating another project for the same customer for a much 
higher price level. This causes confusion and distrust for the customer and makes the Chinese 
CC and GI in its entirety lose potential profit. Today, the CCs are not interacting in advance, but 
when a problem has already occurred. A fourth BLM also emphasizes the importance of 
knowing what pricing strategy and price level other CCs, especially the biggest ones, are using 
for the global customers, will facilitate his discussions with the global customers and avoid that 
he is being kept out of important information. 
 
According to one divisional manager, a lot of duplication of work is made in the CCs. He works 
with global coordination and wants to increase transparency between the CCs. He describes that 
there is some internal competition between the CCs, which in theory should not exist because 
every CC sales on their specific market, to their specific prices. He argues that there should not 
be the same prices all over the globe and that it is important that the CCs feel that they can share 
information about prices on their market, but that they sometimes do not feel comfortable with 
disclosing lower prices on their market compared to other. 
 
One BLM believes the CCs informally pick up from each other but emphasizes that there is no 
formal way established to interact. One Global PM claims that it is hard for the people at the CCs 
to know who has what information and knowledge at the other CCs and that he as a PM has 
responsibility to facilitate the contact between the CCs. One GKAM explains that it is part of the 
GKAM’s responsibility to make sure the CCs are interacting and sharing information about 
global customers and pricing in their markets. One BLM believes the small number of key 
accounts limits the incentives to build up contacts and systems for communication and keep a 
frequent communication. 

5.8.5. Communication channels 
The managers find their own way of communicating, which seem to be mainly through emails 
and phone calls. According to one GKAM, emails and Whatsapp text messages are 
straightforward and simple and do not complicate the communication. Other interviewed 
managers do not think email is the best way to share information since this leads to duplication 
of work and makes it hard to find information when someone else needs it. 
 
Video conference calls are something that has increased in popularity at GI recent years and is 
sometimes used for meetings. According to one GKAM, this is a good tool but not sufficient 
when it comes to communication with the CC. He argues that people have to meet face to face to 
be able to establish a connection, an open relation and be able to speak freely. One divisional 
manager stresses that even though video conference calls are becoming more frequently used, 
which is good because GI is saving travel expenses, it is important to let people move around 
and go see each other face to face as this will facilitate communication, especially around more 
complex matters that can not be handled through email. In his opinion, video conference calls 
can be used for regular routine meetings and reconciliations but not for discussions of more 
complex matters. 
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There is no common forum or platform for communication and one GKAM stresses it is 
sometimes hard to find correct and updated information. As a GKAM, he needs to gather 
information from many different parties within GI, for example about customers and competition 
in different markets when making decisions and creating global price agreements for his key 
accounts. He therefore emphasizes the importance of having a forum or platform where 
information can be shared and updated on a regular basis. 
 
From the interviews it emerged that the employees within GI are using several different 
platforms for communication. The CCs in US and Central Europe have their own wiki pages 
where the salespeople can find competitive evaluations and customer solutions with TCO 
calculations. One BLM explains that if a salesperson for example is going to a powertrain plant, 
he or she can find examples of what has been done in powertrain plants and perhaps replicate 
them or at least become inspired. He explains that there might be other CCs that have similar 
platforms as well but nothing that is formally established. 
 
Several attempts to create a common database have been made but not succeeded. One manager 
believes what is lacking is a clear responsibility for maintenance of such a database. One BLM 
claims that it takes a long time to log into the database and that there is not enough flexibility in 
the searching field. Another problem that he sees is that people do not use them, which makes 
the databases pointless. 
 
Almost all interviewed managers believe a platform for sharing information about pricing and 
value could facilitate their work. One divisional manager argues that this would avoid the 
situation where information valuable for many people gets stuck in someone’s mailbox. What is 
considered important for a well-functioning communication platform is search ability since it 
tends to be a lot of information after a while. It is also important that it is easy to use so that the 
chance increases that all involved parties will use it. The information has to be continuously 
updated and everybody must feel that they are getting something out of using it. According to 
another divisional manager, it is also important to choose what information that should be 
available for who. Sometimes discussions about pricing are sensitive and should not be displayed 
to everyone. 
The Hub is a shared working platform recently released. At the time of writing of this report, 
information and training is carried out to the CCs and the division about how to use The Hub and 
for what. When completely launched, it will be possible to share files and have discussions 
through The Hub. 
 

5.9. Concluding remarks 
In this chapter, findings from the interviews and the questionnaire have been presented with the 
purpose to show empirical data of how a Swedish OEM is working with pricing in the context of 
globalization.  
 
The findings show that the increasing price transparency is perceived to have affected pricing for 
GI. The managers find it harder to argue for the value and thus hard to maintain the price level.  
The findings also conclude that the conditions are different for GI’s different markets, and this 
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has led to different price levels in the different markets, which in turn has led to increasing cross-
border selling.  
 
This chapter has given an overview of how GI are working with pricing strategy and pricing 
processes at both divisional level and at the local CCs. It has been found that they strive to use 
value-based pricing and to be price leaders in all markets. It has also been found that they have a 
decentralized pricing authority. There seems to be a lack of a clear strategy, structure and 
communication around pricing, which causes challenges both internally and towards the 
customers.  
 
In the following chapter, these findings will be analyzed and discussed with the literature review 
as a foundation. 
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6. Analysis and Discussion 
In this chapter, an analysis and discussion is conducted, linking together the previous research 
and theory presented in the literature review and the findings from the case study at GI, in order 
to help to answer the main research question and the underlying research questions. 
 
The section about global trends affecting pricing for MNCs aims to provide a discussion needed 
to answer RQ1. Here it is presented that GI perceive that price transparency, in accordance with 
the literature, has increased due to globalization and ICT. They meet increasing global 
competition and customers that want to buy cross-border. 
 
The section about price strategy aims to discuss the findings needed to answer RQ2. In this 
section, GI’s choice to use value-based pricing, a decentralized pricing strategy and frequent 
discounting is discussed and compared to the findings in the literature. 
 
The last section about internal pricing communication aims to give a discussion to be able to 
answer RQ3. In this section, it is stressed that GI has to improve their internal communication 
and global coordination to successfully make use of the value-based price strategy and be able to 
maintain the decentralized strategy. 

6.1. Global trends affecting pricing for MNCs 
In this section, global trends affecting pricing for MNCs will be discussed. The trends that have 
been found to affect pricing for MNCs the most are increasing globalization and price 
transparency, requirements from customers on global contracts and cross-border selling and 
increasing global competition. 

6.1.1. Increasing globalization and price transparency 
GI, as an MNC with both production facilities and sales organizations around the world, has 
noticed several effects from globalization that have created new challenges for them. For 
instance, it emerged from the interviews that managers at GI working with pricing perceive that 
the increasing transparency of prices, with the use of ICT as an underlying reason, makes it easy 
for purchasers to compare prices between different suppliers and has made purchasers more 
eager to buy products on the Internet instead of from a salesperson. This has made it harder for 
them to argue for the values of the products and thus keep the high price level. It also emerged 
from the interviews that the people closest to the market sometimes perceive the increased 
transparency in production costs and raw material as an issue because it hampers the salespeople 
when negotiating the price. According to Nagle and Hogan (2006), the increasing transparency 
and spreading of ICT has led to that purchasers in some cases have information about suppliers’ 
margins. 
 
There are different opinions within the company about how to handle this. Some managers 
believe GI should embrace the increasing level of transparency and make their prices more 
transparent and visible for the customers while others emphasize the need to have even more 
discussions with the purchasers about value. Orlov (2011) emphasizes that higher Internet 
penetration has made it easier to offer a wider variety of choices online and that the usage of 
Internet has increased the ability to dynamically alter the size of the purchased product, and 
increased accessibility as geographical restrictions have lost impact. If deciding to make their 
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prices more transparent, GI should keep in mind that Internet not only inhibits them to 
demonstrate value for the customers, but can also create new possibilities for them to offer a 
wider variety of products and solutions online. 
 

6.1.2. Customer requirements; Global contracts and cross-border selling 
According to Nagle and Hogan (2006), many MNCs have developed focused strategies and 
global information systems that create price transparency across suppliers and borders. They 
have centralized the purchasing departments and strive to make global contracts to get leverage 
in purchasing and are now focusing more on price than before. GI has found it harder to sell for 
the high prices they had a few years ago, which is assumed to be linked to the combination of 
increased price transparency and a more centralized purchasing force. Today, 20% of GI’s 
revenues come from a few global customers with global contracts, handled by GKAMs. It 
derived from the interviews and the questionnaire that both customers and competitors are 
becoming more consolidated, which is a sign of market maturity. Many of the BLMs in the 
different markets assess that their competitive landscape consists of a few large competitors, of 
which many are global. This might be an indication that more GKAMs will be needed in the 
future and that more customers will put pressure on GI to negotiate global agreements. Several 
of the GKAMs seem to believe the GKAMs need a more structured way of working and that 
already today, a more clear strategy around how GKAMs should be working with pricing is 
needed. If working with GKAMs in a structured and strategic way, GI could gain benefits from 
better understanding of customer needs, customer value and what the customer is willing to pay 
for this value. 
 
The interviewed managers at GI have different opinions about the global contracts put up by the 
GKAMs. Friberg (2015), argues that global price contracts can be a strategic long-term move for 
OEMs in order to build long-lasting relations and confidence and GI perceive that they are 
getting benefits from the global contracts in form of guaranteed sales and blocking of 
competition. The downside of the global contracts is that they force GI to sell to a generally 
much lower price level than without the global contracts and that the contracts leave little room 
for negotiation about price. A question that arises is how much room these contracts leave for 
working with value-based pricing. It emerged from the interviews that the contracts to a big 
extent are based on market-based and that the GKAMs to a big extent ask for, and base the 
global contracts on, market prices in the markets the customer buy from. The GKAMs seem to 
have close relationships with the customers and it is assumed that they know the customers’ 
business well enough to understand what brings value to the customers. However, global 
agreements are usually lasting for 3 years and according to Cöster (2015), value is something 
that needs to be continuously reviewed as it changes with both internal and external conditions. 
There also seems to be a need to investigate what GI is actually gaining from the global 
contracts, as some managers perceive that the customers with global contracts get low prices 
without having to make commitments to buy large volumes. 
 
Högberg (2015) claims that pricing becomes more complex with global contracts and when 
selling goes between or across markets, something that the managers at GI are experiencing as 
well. With the increasing transparency between markets, GI perceives that their customers are 
requesting the possibility of buying cross-border. They believe customers sometimes buy from 
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another CC because of the big price differences between markets, which is assumed to be an 
effect of the different requirements found in the different markets. It emerged from the results 
from the questionnaire and from the interviews that for example, the CCs in Central Europe 
perceive that there is a lot of pressure from the customers to have innovative high-technological 
products while the CCs in US and India find that the customers instead are pushing for low 
prices. Some of the Global PMs at GI however claim that there is a trend recent years that the 
price levels in different markets are converging. This is something that might contradict that GI 
is using value-based pricing since value-based pricing takes differentiated requirements into 
consideration to a big extent. Value-based pricing should thus lead to bigger price dispersion 
(Frenzen et al., 2010). However, in this research, the price differences between different 
customers and customer segments have not been investigated. It is possible that there is a trend 
that these prices are becoming more dispersed even though the price levels in different markets 
are converging. 
 
Friberg (2015) claims that the increasing transparency makes it more important for MNCs to 
have a global coordination in order to facilitate cross-border selling to the customers. Most 
managers at GI also seem to have the opinion that more global coordination and a clear strategy 
about cross-border selling is needed. One reason for this is that they worry that cross-border 
selling makes it harder for them to ensure a high level of service and support to the customers. 
Previous research about global pricing strategies, as well as managers at GI, has discussed 
whether harmonization of prices between markets is needed. Högberg (2015) argues that 
harmonization might be needed if it is easy for the customers to transport a product from one 
market to another. At the same time he points out that harmonization is not advantageous when 
the product demands installation or competence. GI’s biggest competitive advantage is their 
service- and support structure, which enables them to provide complete solutions and 
consultancy to the customers. This would then be an argument not to strive for harmonization in 
GI’s case. Another disadvantage for GI if harmonizing prices around the world is that they might 
lose profit. India is the market with the highest price pressure and lowest price level out of the 
markets where GI sell their products. If the other CCs would adapt this price level, GI would lose 
potential profit and if the Indian CC was forced to increase their price levels, they would not be 
able to sell as many products. 

6.1.3. Increasing global competition 
Bailey et al. (2005) state that global competition is becoming fiercer. Wheelwright and Clark 
(1992) claim that this is an effect of globalization and explain that competitors today originate 
from different environments in the world and that the number of competitors capable of 
competing at a world-class level has grown. According to studies made by Orlov (2011) and 
Brown and Goolsbee (2002), higher Internet penetration leads to a lower average price, which is 
in line with the many theories that higher transparency strengthens competition. A general 
opinion at GI is that competitors are becoming bigger and more global and that existing global 
competitors are entering more and more markets. GI see increasing competition as another 
reason for why they find it hard to maintain their high price levels. They perceive that 
competition has become more aggressive and that they have started to catch up on GI’s 
competitive advantage. A good example is the Chinese CC that 15 years ago was able to charge 
prices higher than the ARP-list but cannot do this anymore because of increasing competition. 
Some managers explain that the unique selling point for their product groups has been the same 
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the last 10 years while both the list price and competition has increased and the end price has 
remained the same. Many of the managers at GI believe that both transparency and competition 
will increase. 

6.2. Pricing strategy 
According to Porter (1985), for a company to have major competitive advantages they need to 
have a well-formulated strategy. Some of the managers at GI argue that there is no explicit 
strategy when it comes to pricing. Several managers claim that GI as a whole strives to use 
value-based pricing, while others claim it is up to the local CCs to decide what strategy to use. 

6.2.1. Value-based pricing strategy 
According to interviewed managers at GI’ division, GI strives to use value-based pricing in all 
markets. This is manifested through creation of complete solutions and calculations of the total 
cost of ownership for the customers in order to prove the value to them. According to some 
managers, value-based pricing is only applied in projects and it is very hard to apply when 
pricing commodities. It emerged from the interviews that the Global PMs are not using value-
based pricing when pricing their products for the ARP-list. A reason for this is that they are 
focusing on single products and the value differs for different customers and when selling them 
as part of a solution for the customer. The results from the interviews and the questionnaire show 
that the CCs use a combination of different price strategies. Some managers claim that their CCs 
mainly work with cost-plus pricing even though several divisional managers claim that cost-plus 
is a pricing strategy they strive to discard. According to Skugge (2014), cost-plus pricing is a 
straightforward method to use, but with the disadvantage that it does not take into consideration 
that price, volume and production cost are interrelated and thus often leads to failure of 
optimizing profit. 
 
Different reasons can be found to why not all CCs are using value-based pricing as their main 
price strategy. The first reason is the decentralized pricing strategy that GI has, which gives the 
CCs authority to decide for themselves how to price their products and what strategy to use. The 
second reason is the lack of structure and guidelines regarding how to work with pricing. A third 
reason is that it is hard to use value-based pricing for commodity products. According to Kohli 
and Rajneesh (2011), for a company to achieve value-based pricing, they must differentiate their 
products and move away from commodities. Some of the managers at GI claim that many of the 
products are commodities, which makes it hard to apply value-based pricing. Further they claim 
that it is easier for GI to use value-based pricing when working on a project with the customer. 
The results from the questionnaire displayed that the BLMs perceive that the customers are 
prioritizing price as the most important factor above the factors performance, quality and service. 
A fourth reason can thus be that this perception makes them less prone to use value-based 
pricing.  
 
From the questionnaire it emerged that different price strategies are used in different CCs, often 
in combination, and this can be assumed to be an effect of wanting to adapt to the different 
market conditions. Nagle and Hogan (2006) emphasize that having different pricing strategies in 
different markets can be perceived as inconsistency that can lead to disapproval by the 
customers. When a customer learns that another customer was offered a lower price for the same 
product or service in another geographical market, the company is seen as opportunistic and not 
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trustworthy. However, the many different kinds of products and sales situations imply that GI 
might not be able to use just one price strategy and that they instead need to consider different 
kinds of strategies depending on the situation and product. Sometimes it is also be advantageous 
to use a combination of pricing strategies. This is in line with the findings made by Özer and 
Phillips (2012), showing that a company that operates in a global market cannot set up one single 
price strategy and have the same prices across all different markets; they need to pick the right 
price strategy according to the customer segment and the location for a specific market. 
 
Pricing process linked to the value-based pricing strategy 
Nagle and Hogan (2006) present what they call the strategic pricing pyramid, a model created to 
help companies to implement value-based pricing in a successful way. 
 
The first level in the pyramid is value creation, which helps the company to understand how a 
product delivers value to the customers. Cöster (2015) claims that finding the unique value 
proposition for customers is very important but hard and time consuming. Finding perceived 
value for customers requires big insight and knowledge about the customer’s business and 
processes. According to the interviews, GI consider themselves good at this, they have a close 
collaboration with many of their big customers, invest a lot in their R&D department and strive, 
and often succeed, to create innovative products that the customers ask for. Many of the CCs 
have developed their own tools to facilitate identification of customer value. The level value 
creation also describes the importance of price segmentation. Nagle and Hogan (2006) claim that 
a company must divide the customers into different segments when working with value-based 
pricing, due to the fact that customers in different segments perceive different values from the 
same product. GI is divided into different segments that focus on different customer segments, 
which is in line with the first level of the strategic pricing pyramid. 
 
The second level is Pricing structure, which implies that a company has to have different price 
structures for different segments, since, as stated above, the different segments gain different 
types of values from the same product. If using the same price structure for all the segments, the 
result will be that some of the segments will get the wrong price and either will not be willing to 
pay or will pay a too low price compared to what they could have paid. From the results from 
both the interviews and the questionnaire it emerged that a combination of different strategies is 
often used when pricing products in GI. Value-based pricing is often used when pricing for 
bigger projects. This indicates that GI has different pricing structures for different market, but do 
not say anything about whether they have different pricing structures for different segments. 
 
Price and value communication presents the importance of communicating the value to the 
customers. Customers are pushing for lower prices which makes it important for GI to make the 
customers see and understand the value delivered from their products and solutions in order to 
make discussions move away from price to value (Nagle & Hogan, 2006).  
 
If communication of the values fails, it can lead to a higher price sensitivity and more intense 
price negotiations since the customers do not understand the value that the products brings. 
According to one manager at GI only 20% of the potential customers in the GI market are 
familiar with GI’s products and the value that their products bring. As mentioned in the previous 
section, increasing transparency of prices has made it easy for purchasers to compare prices 
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between different suppliers and buy products on the Internet instead of from a salesperson, which 
has made it harder for GI to argue for the values of the products and thus keep a high price level.  
 
It can be assumed that GI would gain from doing more to separate their commodity products 
from projects and value-adding solutions for the customers. Commodities could be sold on the 
Internet while the salespeople could focus more on discussions about value when it comes to 
projects and complete solutions. This would make it even more important for GI to brand 
themselves as a company selling complete solutions and to be good at understanding and 
communicating customer value.  
 
Bailey et al. (2005), argue that customers today have higher demands, which puts pressure on 
suppliers to provide customized solutions to attract customers. This could be seen as an 
advantage for GI that is mainly working with customized solutions but it is important that they 
make the customers see and understand the value. GI also find that customers are questioning 
their high prices, arguing that costs for raw material and energy are low. This is an indication of 
that the customers are still thinking about price from the cost-plus perspective and perceive that 
there has to be a correlation between production costs and price. All of the stated above indicates 
that GI needs to put even more focus on identifying value and educate their customers about the 
values that their products bring, so that they can make discussions move away from price and 
cost to value. The CC in China claim that they used to hold seminars for the customers to teach 
them about the value of GI’s products because the market was quite immature and the customers 
did not have much knowledge about GI’s products and values. This is something that might need 
to be considered doing on a more regular basis, even in more mature markets. 
 
Pricing policy. Many companies are not working proactively with pricing. Without or with poor, 
pricing policies, the influence of the financial impact can be devastating. From the interviews it 
emerged that GI lacks a clear, explicit strategy when it comes to pricing. Nagle and Hogan 
(2006) argue that a lack of pricing policies leads to a lack of price integrity and thus lost 
credibility with customers. This happened to GI in the Chinese market a couple of years ago 
when they charged the customers with high prices. Later, when competitors started to enter the 
market, GI was forced to lower their prices and in some cases this affected GI’s credibility with 
the customers. Another example found at GI of when a lack of pricing policies might erode 
profits is the way they are using discounts. This will be further developed in section 6.2.3. A 
third example of where a lack of pricing policies might erode the profits for GI is the finding that 
some CCs apply the ARP-list in its entirety, which could be unwise since it has also been found 
that the PMs pricing different product groups do not align the prices of the products between 
themselves. In order to set the right prices and use value-based pricing, GI need to have 
pronounced pricing policies that are send out from the division to the CCs. 
 
Price level. In this level, it is explained that once the value has been found, it has to be converted 
into an actual price. Research from Lancioni (2005) indicates that managers find pricing 
complex and regularly find themselves in a situation where they have to “determine their costs” 
and have no control over price since this is decided by the market, where they have to take 
industry margins. This is something that can be seen at GI as well. Many managers find pricing 
hard because of all the factors that need to be combined. The interviews show that managers at 
GI assess themselves and their co-workers as good at identifying value but seem to be afraid to 
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talk about price. When asked about price, they often address a discussion about value instead. To 
facilitate the pricing process a decision model is needed. Cöster (2015) argues that a repertoire of 
price models combined with discussions with each market is important to find a price model to 
suit that market the best. It is also assumed that more communication and education about how 
value is transformed into price is needed. 

6.2.2. Decentralized pricing strategy 
GI has chosen a local adapted pricing strategy where all the pricing authority is decentralized to 
the regional CCs while the R&D department and product development is centralized, situated at 
the headquarter in Sickla. This is in line with theory that product strategies can be standardized 
globally while marketing strategies within diverse markets or regions must be locally adapted 
(Kustin, 2004). The interviewed managers at GI claim that GI is strong on the local markets and 
have a great understanding of the local conditions, which is a prerequisite for having a 
decentralized pricing strategy. The CCs seem to be given a lot of authority and can work 
independently with pricing.  
 
GI’s strategy to have regional CCs is in line with the concept regionalization, presented by 
Wilken and Sinclair (2011), which is a middle way between global standardization and local 
adaptation, taking graphical regions with similar market conditions into consideration. 
According to Cavusgil (1994), an advantage of regionalization is that can prevent subsidiaries 
and markets close to each other from undermining each other’s pricing and avoid situations 
where customers will seek to import the product rather than buying locally. However, this is still 
a problem for GI even though they have regionalized CCs. Because of the increasing 
transparency and possibilities to buy cross-border, customers often import products instead of 
buying locally. A problem that has occurred for GI is that a CC in one country has done all the 
promotion and calculation for a customer and then the customer purchases the product from a 
CC in another country that offers the same solution to a lower price. This causes GI to lose 
potential profit. According to Cöster (2015) a problem with having a decentralized pricing 
strategy is that the local CCs do not see the overall picture for the whole company and can make 
decisions that only benefit themselves, therefore it is important to keep an open dialogue 
between the global and the local level. More collaboration between GI’s CCs, and perhaps some 
centralized steering, is needed in order to prevent these situations. An alternative might be to 
have one centralized sales department, but this is not in line with GI’s decentralized strategy and 
makes it harder to understand customer value, market conditions and achieve value-based 
pricing. Today, a differentiated price strategy with respect to both customers and markets is 
probably needed. This might however change in the future, as the price levels in different 
markets seem to converge. 
 
The divisional managers claim that a centralized pricing strategy would be hard to maintain 
because of GI’s different positions in different markets. Centralizing pricing authority will slow 
responsiveness to market opportunities and reduce sales force productivity, especially when 
price negotiations are frequent (Nagle & Hogan, 2006), which they are in GI’s case. 
 
Nagle and Hogan (2006) argues that giving pricing authority to the local managers is consistent 
with value-based pricing since this gives authority to the functions best positioned to identify and 
understand customer value. It is assumed that the closer pricing decisions are made to the 
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customers, the greater the chance that customer value is truly understood and taken into 
consideration when making pricing decisions. Keeping in mind that GI strive to use value-based 
pricing, they have made an appropriate decision when delegating pricing authority to the CCs.  
 
Some of the managers at GI seem to believe that a more centralized strategy might be needed, 
temporarily or permanently, with the new software products. The CCs are not used to pricing 
such products and a centralized pricing strategy might be needed in the beginning, before the 
CCs get used to pricing of the new products, to make sure there is a consistency in pricing 
between different markets. It is assumed that this is only needed for a while, during the transition 
phase to facilitate the learning for the CCs. This is in line with what Frenzen et al. (2010) claim, 
that managers tend to centralize pricing when they are more aware of how input effort will affect 
outputs, as they believe they can make more effective decisions. According to Nagle and Hogan 
(2006), it could be a good idea to centralize policy development, such as criteria for discounting, 
and monitoring, while empowering the sales force to structure deals that are consistent with 
those policies. Högberg (2015) argues that basic parameters and processes that are distant from 
the customer should be centralized so that processes do not need to be reinvented over and over. 
This has been a common problem for GI, where the CCs have little or no communication 
between them and it is hard to find information about what has been done in other CCs. Many of 
the interviewed managers perceive that there is a lot of duplication of work in the CCs. 

6.2.3. Pricing tactics 
Other pricing tactics used by GI will be presented in this section. The most commonly used price 
tactic found is discounting. Other pricing tactics, including price leadership and premium pricing 
and discrimination will also be presented. 
 
Discounting 
According to Cavusgil (1996), the majority of global companies start out by creating a global 
price list, which is then translated by a discount system and sent to subsidiaries and distributors. 
The discount rate depends on landed costs, exchange rates and competitive considerations and 
varies for different customers and geographical areas. This discount structure enhances greater 
pricing authority to intermediate customers. It is therefore not surprising that GI use a similar 
discount structure at their decentralized CCs. One major difference between the theory and the 
studied case company is that GI gives their CCs the authority of deciding the discount rate.  
 
Having the ARP-list, which represents the highest recommended price, is in line with what 
Nagle and Hogan (2006) argue, that in order to use discounting tactics that are coherent with a 
pricing strategy optimizing profitability, the company should establish a regular price for a 
product or service and then promote a discount as a temporary price cut. However, GI, on the 
contrary to what is proposed in the literature, is using permanent discount rates for their 
customers instead of temporary. From the interviews it emerged that only one or two markets are 
able to apply the ARP-list price without any discount. The problem that some of the CC perceive 
is that they need to give out to high discount rates from the ARP-list to reach market price, and 
that it feels ridiculous that in some cases give a discount on 60%. It can then be discussed if GI 
should keep their ARP-list when it is not aligned at all with many markets. Another discussion 
could be if GI should have a set of regional price lists based on market conditions instead of just 
one global price list. 
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The Pricing Strategy team at GI has found it hard to increase the end prices even though they are 
increasing the ARP-list with 3% yearly. The findings made by Högberg (2015), that discounting 
makes it harder to keep a centralized control of prices as the local CCs might just compensate a 
strategic price increase by also increasing the discounts might be an underlying reasons for this. 
Many of the managers at GI claim that it is hard for them to make price increases or change 
discount rates on existing products and that the only way to increase the prices is to introduce 
new products. Nagle and Hogan (2006), state that when customers are rewarded with discounts 
for their price resistance, their negotiation becomes more aggressive even when the product or 
service is valuable to them. The fact that GI has been using high discount rates for their 
customers might have damaged their ability to negotiate for higher prices without discounts, with 
the customers. A solution for this could be a joint initiative when the entire sales force explains 
to the customers that they are moving away from the previous discount rates and instead are 
lowering the net prices. This would be in line with Högberg’s (2015) findings, that value-based 
pricing has made companies discarding discounting as a tactic and are instead working with net 
prices where customers buying large volumes are offered better net prices. 
 
Moving away from discounts put higher demands on the salespeople to argue for the value of 
GI’s products. One reason for customers complaining about the price being too high could be 
that they are not familiar with the value of the offering. In this case, the solution is not to offer a 
discount, but to educate the customer about the value derived from the product or service in 
order to justify the higher price (Nagle & Hogan, 2006). With these findings in mind, GI might 
consider moving away from discounts and instead working harder to argue for the value of their 
products to motivate the prices. In this way, they force the customers to move the discussion 
away from prices to value. According to Högberg (2015), it becomes harder to explain value for 
the customers, the more complex the product is. GI has rather complex products and offerings, 
since they do not only sell products, but are more acting like consultants and sell solutions. 
Therefore a lot of effort has to be put on explaining the value offerings. 
 
There is no strategy or guidelines at GI around how much discounts to give, when and for what 
reasons. There seems to be different opinions at GI about why discounts are given. Some of the 
reasons, besides purchased volumes are to attract new customers and keep good relations with 
existing customers. One of the managers at the CC in China also argues that the discount level 
depends on the level of transparency. The result from the questionnaire shows that the most 
common reasons for giving discounts are; the competitors prices are much lower, the customers 
purchase large volumes and to attract new customers. This is in line with the findings made by 
Morris and Calantone (1990) about underlying reasons for giving discounts. A study carried out 
at The Canadian Broadcasting Corporation (CBC) by Kohli and Rajneesh (2011) showed that 
there was no relationship between the size of the customers’ accounts and the prices they paid 
and that many smaller accounts were getting considerable discounts and the same could probably 
be found at GI It is important for all involved in the pricing process at a company to be aware of 
why and how discounts are used. Hence, GI should develop a clear strategy for discount as a 
pricing tactic. 
 
Other pricing tactics 



 84 

Several managers at GI express that GI strives to be a premium supplier and keep the price level 
high. They aim to be price leader and price driver in each and every market and thus have to 
increase their prices to affect the price level in the industry. Several managers mention that the 
gap between GI’s products and the competitors products have decreased recent years, which 
makes it hard for them to keep their position as a premium brand and price leader. To be able to 
keep this position in the market it is important that GI launches new innovative products that 
bring more value to the customers compared to the existing ones. They also need to work with 
understanding customer value and educating the customer in order to prove value for them; 
otherwise it can be hard for them to keep their position as price driver. According to divisional 
managers, GI’s prices are 10-50% higher, and in average 30% higher, than the competitors’ 
prices for an equal product. This indicates that GI is using the pricing tactics price leadership 
and premium pricing. Price leadership implies that a leading company in the industry is making 
quite conservative price moves, which are followed by other companies in the industry. This 
limits price wars and leads to relatively stable market shares (Morris & Calantone, 1990). 
Premium pricing is when the price charged is intended to be high relative to the average price of 
major competitors and what customers are willing to pay (Morris & Calantone, 1990). Many 
companies want to monitor their global brands and create policies that ensure their position 
globally. Such a policy could be that the brand must always have a premium price that is 20% 
higher than the most expensive local brand (Cavusgil, 1996). 
 
Price discrimination implies that the same provider prices identical or similar products 
differently in different markets. The varying production costs in different markets are taken into 
consideration. The price is based on what the local market can bear and depends on the variation 
in the customers’ willingness to pay (Economics online, 2015). As an effect of GI’s 
decentralized pricing strategy where each market decides its own prices, price discrimination is 
present. An effect of this is a big variation in price levels between different markets, which can 
erode profits for some markets when global customers want to be able to buy the products for the 
same price no matter where in the world they buy them. 

6.3. Internal pricing communication 
In general, internal pricing communication at GI seems to have improved recent years in order to 
meet the pressure from increasing transparency, globalization and that customers with more 
centralized purchasing departments. However, communication is perceived to be reactive instead 
of proactive and communication is not structured, but instead depends a lot on the individuals 
and their interrelations. 

6.3.1. Communication of pricing strategy 
It emerged from the empirical study that GI has no clearly stated pricing strategy even though 
there seems to be a general opinion that they strive to use value-based pricing and have a 
decentralized pricing strategy. In the previous literature, it has been found that a common reason 
for why strategies fail is because the strategy is poorly communicated to the employees (Heide et 
al., 2002; Kaplan & Norton, 2000). It is hard to tell from the empirical study if there has ever 
been a clear communication around the pricing strategy at GI, but what is clear is that there is no 
communication around the pricing strategy today. Many blame this on the decentralized strategy 
and that GI want the CCs to decide what pricing strategy to use. 
 



 85 

With the decentralized pricing strategy as a background, managers at GI find that it is a big 
challenge for them to communicate and control the use and application of the global strategy on 
the local markets, especially since the local managers often have different goals and incentives. 
Högberg (2015) argues that the people affecting pricing seldom communicate with each other 
and since they have their own thoughts, knowledge, experience and perception around pricing, 
pricing can be very different depending on the individual. According to Nagle and Hogan 
(2006), the goals for the CCs might be different than for top management since they tend to 
focus on short-term goals such as to make the sale, which can undermine profitability in the 
long-term perspective. Therefore, it is important to set up clear goals which are in line with the 
creation of long-term profitability and make sure compensation plans for the sales force include 
incentives that are in line with the overall goals for the company. 
 
One manager explains that there is a big difference in maturity between the CCs and that some 
are good at handling pricing while others have less experience and do not understand the market 
as well and therefore frequently turn to the division for approval and/or guidelines. It can be 
assumed that a clearly stated pricing strategy combined with more structure and guidelines could 
make the CCs better at pricing and the less mature CCs could perhaps be more willing to develop 
their knowledge about pricing. Högberg (2015) and Cöster (2015) argue that in order to have a 
consistent pricing strategy, it is important to monitor, measure and follow up the results and give 
feedback to the people working with pricing in order to keep them motivating to keep working 
with the strategy. At GI, the monitoring is made at the division through a database, far from the 
CCs, and very little feedback is given. When looking at the local level, this seems to be working 
better as many of the CCs are continuously evaluating their salespeople on their pricing skills, 
give them feedback and make sure they receive training if this is needed. 
 
From the interviews it was found that GI do not have a structured way of working with pricing 
and that there are no job descriptions. The employees are given a mission and goals for their 
positions and are free to create their own way of working to reach these goals. According to 
Kaplan and Norton (2000), limited descriptions of what to do and why can lead to confusion 
among the employees. The employees at GI seem to think that working without job descriptions 
is working well, but at the same time, some of them believe more structure and communication 
related to pricing would be good. According to Nagle and Hogan (2006), managers find pricing 
challenging because they lack systematic processes to handle and balance inputs such as 
customer value, costs, competitor prices, and strategic objectives. For the employees at GI, some 
kind of decision model around pricing would probably be valuable to have to facilitate decision-
making and discussions about pricing.  
 
With the lack of job descriptions and guidelines, the global PMs learn by doing when working 
with pricing, inherit the ways of working and subsequently have very different ways of working 
with pricing. This becomes a problem when someone quits and there are no guidelines or 
instructions left on the desk about how to work with pricing. Some managers believe it would be 
valuable to create guidelines about, for example, how to work with pricing and cross-border 
selling. They think these guidelines should not be mandatory to follow, but be available to 
anyone who wants to look at them. However, it might be difficult to explain to the CCs that there 
are guidelines but that they do not have to use and follow them since some of the CCs are 
following the only guideline they receive today, the ARP-list, blindly. 
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According to Friberg (2015), the best way to spread value-based pricing within a company is to 
educate the people who will be working with pricing at all levels, especially the ones closest to 
the end customer and show examples of how it could be achieved. Today, training is the CCs’ 
responsibility. As assumption that can be made from this is that the frequency and quality of 
training differs a lot between the CCs. The salespeople, closest to the end customers, in general 
receive training about value-based pricing. However, there is not much training and the 
knowledge is assumed to spread by words from more experienced salespeople. According to 
Bragg (2010), value-based pricing tends to work best for smaller organizations that are highly 
specialized. In larger businesses, employee skill levels may not be so high. This makes it even 
more important to educate the employees working with pricing. It emerged from both the 
questionnaire and the interviews that many of the managers at the CCs perceive that more 
training is needed. Many of the PMs seem to be afraid of pricing and want to talk more about 
value than pricing. For GI to be able to achieve value-based pricing more training is need about 
how to transform the perceived value for the customer into an actual price. 

6.3.2. The need of global coordination 
There seems to be a need to investigate what GI is actually gaining from the global contracts, as 
some managers perceive that the customers with global contracts get low prices without having 
to commit to buying large volumes. This worry might be an effect of GI’s lack of strategy and 
structure around pricing. Many decisions and assumptions are made based on a gut feeling, while 
theory argues that pricing should be handled as a science with precision (Kohli & Rajneesh, 
2011). GI might benefit from doing more analysis of their pricing, something that could be the 
responsibility of the Pricing Strategy team.  
 
When working with global agreements, the importance of communication becomes clear because 
of the involvement of many parties, such as GKAM and different CCs where the parties are 
dependent on information from one another. Another common situation where the need of 
communication becomes obvious is when selling cross-border selling. Both the previous 
research (Friberg, 2015) and the interviewed managers at GI claim that cross-border selling 
could undermine the local pricing. If one CC has a low price level compared to the others, this 
could erode the general global price level as transparency and cross-border selling is increasing. 
It is important to keep in mind that local managers may have different incentives and that the 
persons responsible for pricing at the CCs have to be able to answer for what is happening at 
their market and at the same time coordinate with other CCs so that nothing is done that can 
erode profits in other markets. GI also see a risk with the trend that the customers want to buy 
cross-border because it makes it harder for them to ensure their high level of service and support 
to the customers. This puts higher requirements on communication about pricing between the 
CCs. There are different options how to handle cross-border selling. One option could be to have 
a more centralized strategy but a more suitable option seem to be to create guidelines about how 
to sell cross-border when more than one CCs is involved and also to make sure communication 
between the CCs is working well. 
 
According to Cavusgil (1996), global companies usually meet the same competitors in many 
markets, which puts pressure on having globally coordinated strategies to meet those 
competitors. The managers at the CCs argue that it would be valuable for them to see how their 
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global competitors are pricing their products in other markets. One solution is to have a shared 
document where the CCs can fill out information about the global competitors. A central 
coordination of such a compilation of information could be favorable. 
  
Some of the managers at GI seem to believe that a more centralized strategy might be needed, 
temporarily or permanently, as products consisting of more software than hardware are rolled 
out. The CCs are not used to pricing these products and a centralized pricing strategy might be 
needed in the beginning, before the CCs get used to pricing of the new products, to make sure 
there is a consistency in pricing between different markets. It is assumed that this is only needed 
for a while, during the transition phase to facilitate the learning for the CCs. This would be in 
line with the findings that managers tend to centralize pricing when they are more aware of how 
input effort will affect outputs, as they believe they can make more effective decisions (Frenzen 
et al., 2010).  
 
Many of the interviewed BLMs seem to believe that more interaction between the GKAMs and 
the CCs is needed and that the global price agreements should be more discussed and better 
aligned with the local strategies and market conditions and that information about the global 
price agreements have to be more easy to access. One divisional manager claims that it is 
important that the GKAMs are communicating with the salespeople and involve them when 
creating the agreements get their input and approval and make them understand why it is 
important to follow the global agreements. The interviewed GKAMs and managers at the CCs 
claim that the communication between them has improved but that more interaction is needed. 
The CCs argue that the GKAM pricing should be better discussed and aligned with local 
strategies and that information about global contracts has to be available while the GKAMs 
complain that they sometimes find it hard to get accurate information from the CCs in time. 

6.3.3. Communication channels 
The lack of guidelines, in combination with infrequent communication between the CCs, has led 
to a lot of duplication of work. Many of the interviewed managers seem to believe they could 
gain from more interaction and sharing of knowledge, ideas, information, value and success 
stories between the CCs, something that is supported by findings in the literature (Friberg, 2015). 
Some of the CCs are asking for more competitive analysis and value propositions and argue that 
the division should provide this since a lot of duplicated work is done at the CCs. However, 
Cöster (2015) states that it becomes more complex and cumbersome if everything has to go 
through the division or headquarter. Instead the responsibility of the division could be to provide 
communication platforms to facilitate communication between the CCs. 
 
A problem that has occurred since IT became a naturally part of all business is the amount of 
information that employees are exposed to. Too much information available makes it hard for the 
employees to know what information is relevant and what is not. This is also due to the 
availability of different communication channels as email or other electronic systems (Wikforss 
et al., 2006). Research shows that too much information can lead to less decision-making 
capacity (Heide et al., 2005). This is something that is very relevant for GI since they are using 
several different communication channels and much of the communication is relation-based, 
mainly going through phone calls and emails. Several managers at different positions at GI claim 
that it is hard to find the information they need to make proper pricing decisions, which might be 
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because of the usage of many different communication channels but none in which information 
can be shared with everyone who might need it. A lack of access to information can lead to less 
ability to make proper pricing decisions. 
 
It might be wise for GI to implement one single platform for discussions and sharing of 
information. Such a platform should be easy to use and search, or else the employees will turn to 
using emails instead. If encouraging everyone to use the platform, this could help facilitating 
discussions between CCs related to value-based pricing, for example about how to find value 
propositions and transform value into price. To make sure the information is frequently updated, 
employees using the platform should receive guidelines and training about how to use, update 
and maintain the platform. The overall responsibility of the platform should also be clearly 
assigned to one person or function. 
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7. Conclusions, implications and future research 
In this chapter the conclusions that can be drawn from the study will be presented. The research 
questions are answered; implications for industry and literature as well as suggestions for 
further studies are given.   

7.1. Main question  
The purpose of this thesis was to investigate how OEMs work with value-based pricing strategy 
and pricing processes in the context of globalization and ICT. To be able to fulfill the purpose, 
the main research of “How are OEMs working with value-based pricing strategy and pricing 
processes in the context of globalization?” was formulated. This was operationalized in the 
context of a case study of a Swedish Multinational company and the following interrelated 
subsets of questions were analyzed: 
 
RQ1: What external factors affecting pricing are put on OEMs operating in a global 
environment? 
One main conclusion in regards to this research question is that managers at the case company 
are aware that the global presence of the company makes it subject to external requirements that 
have an impact on their pricing. In general, the following conclusions maybe drawn: 

• Global manufacturing companies in general and the case study company in particular 
face the challenge of increased competition from other manufacturing global companies. 
Many of the competitors compete with lower prices. 

• The notion of cross-border trading has been given a new significance because of 
transparency and new global actors. In this context, global customers are today more 
eager to buy the same product for a lower price. 

• Pricing transparency heralded by ICT proliferations - Customers can now compare 
product and prices on the Internet, which makes it harder for the case company to argue 
for their value. 

• More global, well-organized customers - Customers strive to make global contracts to get 
lower prices for higher purchasing volumes. 

  
RQ2: How are OEMs working with pricing strategy and pricing processes? 
Today the case company has a decentralized strategy, which gives the regional sales 
organizations responsibility for the pricing in their own markets. The case company has no 
pronounced strategy when it comes to pricing, but the headquarter wants to be price leader in all 
markets and have a premium price of 20% compared to competitors and thus strives to use 
value-based pricing in all regional sales organizations. 

• A global price list - created at the headquarter and is not based on value-based pricing. 
Sent out to all regional sales organizations, just a few regional sales organizations are 
able to sell for that price. 

o Some of the regional sales organizations use the global price list in its entirety 
when creating the local price list, most of them use the global price list as an 
input, while just a few do not consider the global price list at all. 

• A combination of price strategies - used in the regional sales organizations when pricing 
products and projects. 

o Market-based pricing- especially when pricing commodity products. 
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o Value-based pricing - primarily used when pricing for customer projects. 
• Global Key Account Managers - responsible for negotiation and creation of global price 

agreements for the global customers. 
 
RQ3: What are the factors that internally play a role when applying a value-based pricing 
strategy? 
Factors that have been found to internally play a role when applying a value-based pricing 
strategy are the following: 

• A clearly stated price strategy - In order to motivate the employees and achieve a 
successful implementation, there must be a clear strategy with incentives for the 
employees to follow it. 

• Monitoring and measuring - The headquarters should monitor the regional sales 
organizations and how they are working with the price strategy, in order to give them 
feedback about how to improve. 

• Decentralized pricing authority - Decentralizing pricing authority will give the 
responsibility of pricing to the people closest to the end customers. They are considered 
the most knowledgeable to identify customer value and also to communicate it. 

• Guidelines - The headquarters should provide the regional sales organizations with 
guidelines and pricing policies in order to facilitate the usage and discussion about value-
based pricing. 

• Training - Training about value-based pricing, how to identify value and how to turn 
value into price is something that should be provided to the employees. 

• Global coordination - Even though a decentralized pricing strategy is proposed, the 
regional sales organization has to coordinate in order to meet the challenges caused by 
global trends. 

• Communication platforms - MNCs should share information internally that is related to 
pricing issues. Such information could be value propositions, market conditions and 
competitor information. In order to facilitate such information, there has to be some 
communication platform. 

 
The results from the three sub-questions indicate that the case company shows some promising 
characteristics when it comes to working with value-based pricing strategy and pricing processes 
in the context of globalization. Furthermore, in the analysis it was found that the way the case 
company is working with value-based pricing strategy and pricing processes is in many cases in 
line with the findings from the literature about value-based pricing and that the majority of the 
managers working with pricing are aware of the challenges caused by globalization. 
 
However, the results show that the case company has not fully developed its pricing processes to 
succeed with value-based pricing in the context of globalization and many of the managers 
working with pricing are unaware of how to meet the challenges caused by increasing 
globalization and transparency. Even though they are somewhat working with value-based 
pricing in a way that is coherent with the literature, there is a lack of structure and strategy. 
 
This study has illustrated an empirical example of how an OEM that attempts to use value-based 
pricing in the context of global trends affecting pricing and with this in mind, working internally 
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with its pricing strategy and pricing processes. To answer the main research question “How are 
OEMs working with value-based pricing strategy and pricing processes in the context of 
globalization?” these perceptions and ways of working are explained as well as areas of 
improvement. Thus, a possible answer to the main research question of how OEMs work with 
value-based pricing strategy in a global business landscape could be that OEMs realize there are 
global trends such as increasing globalization resulting in increased competition which is 
underpinned by transparency in prices because of the increasing use of ICT. 
 
For the MNC, a recurring challenge concerning global pricing is the increasing transparency in 
prices due to the adoption of ICT. This might be argued to have led to customers comparing on 
the Internet. The case company, which relies on their salespeople to make the sales, has found 
this to be an obstacle to succeed with value-based pricing since the customers are comparing 
prices and product features between suppliers on the Internet, which makes it hard for the case 
company to communicate the value of their offerings. However, it has been stated in the 
literature that ICT creates more sales opportunities and potential variations in offerings, which 
could be taken advantage of when implementing a value-based pricing strategy. 
 
Further, the customers are not only able to compare offerings between different suppliers, but 
also between different markets. Increasing globalization leads to better possibilities for the 
customers to buy cross-border. The main reason for customers to buy cross-border is to pay a 
lower price in one market than another, for the same offering. For OEMs, such as the case 
company, this can lead to loss of profits for the company as a whole. However, harmonization of 
prices between markets does not seem to be a proper solution, as this will erode either prices or 
sales volumes in the markets. It was found in the case study that there is a trend that the price 
levels in different markets seem to be converging. This could be assumed to be an effect of the 
globalization, which has been described as moving towards living in a world without borders. 
However, this is far from today’s reality when different markets are facing different 
requirements that has led to different price levels. Based on this case study, one conclusion is 
that customers in different markets are valuing different things. For example, in Central Europe, 
the customers are requesting high-technological, innovative products, whereas the customers in 
the US and India strive to buy for a low price. It can be concluded that it is still important to take 
regional differences into consideration when working with pricing and that it is important for 
managers to acknowledge that every market cannot and should not have the same price level. 
However, it has been found important to have a strategy around cross-border selling and a good 
communication between the involved parties. 
 
Another conclusion is that there is a recurring trend affecting pricing for OEMs is that the 
customers are becoming more global and well organized. They often have global purchasing 
departments and strive to make global contracts. These global contracts are favorable in that they 
prevent competition from enjoying the large sales volume often derived from these contracts. 
However, the contracts often imply selling for much lower prices than otherwise and make it 
hard to use value-based pricing since they guarantee the customer to buy products for a certain 
price the coming years. The case company uses GKAMs to handle the global customers and their 
contracts. However, there is no clear strategy around the GKAMs, how they are handling the 
global customers and how they should cooperate with the local sales organizations. Keeping in 
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mind that there is a trend that customers are becoming more global, such a strategy is assumed to 
be needed in the nearby future. 
 
Value-based pricing has been found to be more favorable to use when pricing entire projects for 
the customers, where many products and solutions are included, than on single products. Value-
based pricing takes a lot of time and effort and it is not motivated, or sometimes not even 
possible, to use this for commodities. This implies two things. First, an OEM that wants to use 
value-based pricing has to move away from commodities. It is important to frequently launch 
new innovative products that bring value to the customers in order to maintain a high price level 
and profit. Second, more than one pricing strategy might be needed since value-based pricing is 
hard to apply on commodities. An OEM might have to use additional pricing strategies to 
complement value-based pricing in order to get maximum profit out of commodities as well. 
 
In those situations where it is justified to use value-based pricing, it is important to put an effort 
into identifying, proving and communicating the value to the customers. It is also important to 
acknowledge that the same value proposition is not applicable in all markets. A decentralized 
pricing strategy seems to be optimal when applying a value-based pricing strategy. It has been 
displayed at the case company that both the price levels and value propositions differ a lot 
between markets. By decentralizing pricing authority, it becomes possible to work close to the 
customer and thus easier to understand customer value. By decentralizing the strategy, the 
headquarters give authority and empowerment to the local sales organizations, which is 
advantageous because they are the ones most capable of knowing customer needs, and identify 
what delivers value to them. However, decentralization of the pricing strategy inhibits the 
possibility for the headquarter to steer and monitor the use of the price strategy, something that is 
important to succeed with a strategy. 
 
One challenge connected to pricing strategy that has been found at the case company is that there 
is a lot of duplication of work. All the regional sales organizations are working individually with 
pricing and do not share information between them, which has led to a lot of duplication of work 
when it comes to identifying customer value and information about competitors. Some regional 
sales organizations have their own platforms and forums for communication, but a centralized 
platform might be more efficient for certain matters that are valid in more than one market. For 
example, the same value proposition can sometimes be applicable in more than one market. The 
requirements on the platform are that it must be easy to upload documents, discuss, update and 
share information. Further the ownership for such a platform must be clear. 
 
The theory of value-based pricing shows that it includes identifying different value propositions 
for different customer segments (Nagle & Hogan, 2006). The sales force, that are to identify the 
customer value, have to be skilled in how to identify customer value, which they seem to be at 
the case company, but also in how to translate the value into price. The latter is a great challenge 
and it has been found in the results that more education about this is probably needed. As a 
consequence of having a decentralized pricing strategy at the case company, the regional sales 
organizations are responsible for providing their employees with training when it comes to 
value-based pricing, which leads to a spread in how much training they receive. 
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The headquarters does not provide the regional sales organizations with any guidelines, price 
models, pricing policies or calculations when it comes to pricing. They only provide the regional 
sales organizations with a global price list and product information when launching new 
products. The global price list is the highest recommended price and is put up by the global 
Product Managers, who do not use value-based pricing when pricing the products, but instead 
often look at the price for similar products and use this as a base. The purpose of the global price 
list is to give a feeling for the general price level. According to the literature, it is the 
responsibility of top management to establish guidelines and make sure the sales force and all 
managers involved in pricing has the knowledge required to work with value-based pricing. 
They also have a responsibility to hand over so much information and updates that the regional 
sales organizations feel empowered and knowledgeable enough to work with the pricing strategy 
autonomously. Further the headquarter should provide the regional sales organizations with a set 
of price models in order to facilitate the discussion around pricing. 
 
To simplify, the proposed recommendations to succeed with a value-based pricing strategy have 
been translated into a model, see figure 12. This model has been constructed by combining 
earlier theoretical findings and findings from the case study. 

 
 

Figure 12. Factors to consider to achieve value-based pricing. 

7.2. Implications 
In this section the industrial and the research implications of this study will be presented.  
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7.2.1. Industrial implications 
The focus of this study has been on gaining an industry perspective on how value-based pricing 
in the context of globalization works in an industrial setting. The study has been carried out at 
Atlas Copco, a world-leading OEM of sustainable production solutions. Atlas Copco is a 
multinational company that is represented in 180 countries, which makes them exposed to global 
trends. Trying to reach the goal of implementing value-based pricing is seen as a long-term 
sustainable solution to maintain their current position as market leaders. 
 
The ambition to enforce value-based pricing as a global pricing strategy is a huge and complex 
task due to all of the different dimensions, internal as well as external. The industrial 
implications of this study, thus, could be summarized as follows: 

• OEMs ought to state a clear pricing strategy and implement pricing policies and pricing 
models. 

• Decentralize pricing authority is optimal when applying a value-based pricing strategy. 
Price levels and value propositions differ a lot between markets. By decentralizing 
pricing authority, it becomes possible to work close to the customer and thus easier to 
understand customer value.  

• Internal global coordination is needed in order to handle cross-border selling and global 
customers.  

• Provide the regional sales organizations with guidelines. 
• Provide training within value-based pricing, how to identify value, transform the value 

into price and how to communicate value. 
• Implement a shared platform for communication about pricing and value. 
• Monitor and follow up the strategy, provide feedback to the employees. 

7.2.2. Research implications 
Although there is a myriad of literature on the subject of pricing, it may be argued that there is a 
gap in the existing body of knowledge about how MNCs should work with a value-based pricing 
strategy in the context of global trends. Previous research was fragmented and did not present an 
overall picture of this. Previous knowledge about value-based pricing explains what it is, but 
does not give an overall picture of what can influence the work with value-based pricing and 
what factors to consider when working with value-based pricing in a global context. The results 
from this study contributes to the existing research with additional knowledge in the form of an 
overall picture of how MNCs should work with value-based pricing strategy, taking into 
consideration both global trends and internal factors and what their areas of improvements are. 

7.3. Future studies 
This study was conducted at one of the divisions within one business unit at Atlas Copco. The 
culture at this specific division can be assumed to be very specific and hence affect the 
generalizability of the findings in terms of Atlas Copco as a whole. In order to increase the 
generalizability, a more extensive study at other divisions and even other business units could be 
conducted. It could also be of interest to conduct a similar study at a comparable organization, 
such as a global OEM, to see if the findings are generalizable on the industrial level. 
 
During the data collection and analysis process, the researchers noticed that a challenge 
frequently brought up by the interviewed managers, and which was also found in the answers to 
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the questionnaire, was to price products consisting of more software. In the new products 
released by the OEM, value is brought to the customers by software to a larger than extension 
than before, when the majority of value was in the hardware. This causes new challenges since 
the company is not used to charge the customers for software and the customers are not used to 
pay for software. In order to address this gap, a more extensive research about how to price 
products and design a price model that can be used on these products, where the software brings 
the most value, is needed. 
 
In addition, there is a lack of knowledge about how value-based training, and guidelines 
connected to the usage of value-based pricing, should be designed. This topic could be of interest 
for future investigations since it has been found in this study that training and guidelines are 
important to succeed with a value-based pricing strategy. 
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9. Appendix 
Appendix 1 - Interviewees 
 
Role Number of 

interviewees 
Business Line Manager GI 
Sweden 

1 

Business Line Manager MVI 
Sweden 

1 

Business Line Manager GI 
Central Europe 

1 

Business Line Manager MVI 
Central Europe 

1 

Business Line Manager GI 
US 

1 

Business Line Manager MVI 
US 

1 

Business Line Manager GI 
China 

1 

Business Line Manager MVI 
India 

1 

Divisional managers 
(Controllers, Business 
Managers, VP marketing)  

9 

Global Product Mangers 
 

4 

Local Product Managers 
 

2 

Global Key Account Managers 4 
 

Sales manager  
Central Europe 

1 
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Appendix 2 - Interview guide 
Name - Position - Date 
 
Short introduction: 
Studying industrial engineering and management at KTH  
Master thesis students 
Writing about global price strategy  
Goal with this interview is to understand how the CC is working with pricing  
 
Areas of investigation: 
Pricing at the CCs 
Global customers 
Communication 
 
Please present yourself 
 
The local market 

• How would you describe the market and Atlas Copco’s position in that market? 
• Maturity of the market 
• What does competition looks like? 
• What different requirements are found in the market when it comes to pricing?  
• Do you know anything about how the competitors are working with prices? Their 

business model or differentiation compared to Atlas Copco? 
 
Customers 

• What priorities and requirements do the customers have? 
• How are the customers’ needs and perceived value taken into account? 
• Close relationship with customers? Collaboration? 
• What trends can you see among the customers?   

 
Pricing strategies 

• How would you define market-based pricing?  
o Competitive pricing? 
o Value-based pricing? 

 
Pricing at the CC 

• What is done at the CC to increase profitability? 
• What pricing strategies are you using? 

o Cost-plus/value-based/market-pricing? 
o Why do you use this pricing strategy? 

• How is the local price list setup?  
• Does the BLM put up the local price list him/herself or does a team do this? 
• What is the local price list based on? 
• How much do you use the ARP-list?  
• How are the market conditions taken into consideration when pricing the products? 
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• Has the pricing strategy changed recent years? 
• What is communicated from the division and how? 

o The ARP-list 
o Other guidelines/requirements or explanations? 
o Training about pricing 
o Training about value-based pricing  

• What do you think needs to be communicated?  
• What type of education/training regarding pricing would you like to have?  
• How is the CC monitored?  

 
PMs 

• Are the PMs responsible for the pricing?  
o If yes, what responsibility do they have? 

• Do they have any collaboration with the PMs at the division?  
• Do you think it is needed?  
• How are PMs encouraged to work with value-based pricing? 

 
Salespeople  

• How much responsibility does the salespeople have when it comes to pricing and how 
much knowledge do they have?  

• What information and guidelines do the salespeople receive when it comes to pricing? 
• What training do the salespeople receive when it comes to pricing? 
• How are the salespeople encouraged to work with value-based pricing? 
• How is the local price list communicated to the salesmen?  
• How does the CC work with discounts? 
• How much discount is given and is this regulated in any way? 

 
Global customers 

• How is the collaboration working between the CC and the global key account managers?  
• How are the global contracts set? 
• How much is the CC involved? 
• Is there a strategy for how to work with the GKAMs?  
• How is the communication working? 
• How does it work when a global customer want to order one product in your market?  
• Do they meet salesmen?  
• Do they have a contact person?  
• What is your general opinion about GKAM and global customers? 
• Are you able to give discounts from the global customers contract or is it set?  

 
Last questions 

• Future challenges in your market and in general when it comes to pricing? 
• In addition to yourself, is there someone else who could provide insight about the 

revenue model or pricing used in your firm?  
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• Are there any documents (about your firm/products) available that would be useful for 
my research? 

• Are there other important issues about your revenue models or pricing that were not 
included in this interview? 
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Appendix 3 - Questionnaire 
 
Introduction  
This questionnaire is part of a Master Thesis about the global price strategy at General Industry. 
All the questions should be answered from a GI perspective.  
 
The purpose of this questionnaire is to gain a better understanding of the different market 
conditions and how the CCs are working with pricing and adopting the ARP-list. It will also help 
us to get a better understanding of the strengths and weaknesses of the global price strategy. This 
survey is also an opportunity for you at the CCs to express your opinion regarding pricing and 
the ARP-list.  
 
Your input is very valuable for our study and we would be thankful if you would answer the 
questions below, which will take approximately 10 minutes. 
 
Please leave detailed answers when needed, as this will facilitate our understanding for how the 
CCs are working with pricing. 
 
Market conditions 
 
1. How big market share would you estimate GI has in your market?  
(Multiple choice) 

o >50% of market 
o 41-50% of market 
o 31-40% of market 
o 21-30% of market 
o 11-20% of market 
o 0-10% of market 

 
2. What does competition look like in your market?  
(Multiple choice) 

o Few but large competitors 
o Many but small competitors 
o A few large and many small competitors 
o Other: 

 
3. Has the market conditions drastically changed recent years. If "yes", how? 
E.g. new competitors, general price increase/decrease 
 (Paragraph text)  
 
4. From your point of view, how do customers in your market in general rank the following 
factors? In the scale, "1" is the highest prioritized and "4" is the lowest prioritized. 
 Price Quality Service Performance 
1     
2     
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3     
4     
 
 
5. When working with prices it is important to understand what brings value to the customers. 
How is this information about the customers collected and used at your CC?    
(Paragraph text) 
 
6. Additional comments about market conditions:  
(Paragraph text) 
 
Pricing 
 
7. Which persons are involved in the pricing process at your CC, and how? 
(Paragraph text) 
 
8. When creating the local price list, how is the ARP-list used at the CC? 
(Multiple choice) 

o Use it in its entirety 
o Use most of it 
o Use parts of it 

 
 
9. Describe how the ARP-list is used when setting up the local price list 
(Paragraph text) 
 
10. Do you apply some of the following pricing strategies when creating the local price list? 
More than one answer is allowed  
(Checkboxes) 

o Value-based pricing (price based on value created for the customer) 
o Cost-plus pricing/Mark-up pricing (look at production costs and add a certain margin) 
o Competitive pricing/Market-based pricing (compare with the competitors' prices for 

similar product) 
 
11. How many of the products in the ARP-list do you think are correctly aligned? 
(Multiple choice) 

o All products 
o Most products 
o A few products 
o No products 
o No answer 

 
12. Do you think the ARP-list should be increased/decreased, and if so, why? 
(Paragraph text) 
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13. When giving discounts to customers, what is the main reason? 
More than one answer is allowed 
(Checkboxes) 

o The customer purchases large volumes 
o The competitors' prices are much lower 
o To attract new customers 
o Want to nurture the already good relationship with customers 

 
 
14. What do the salespeople use when negotiating the end price? 
More than one answer is allowed 
(Checkboxes)  

o Local price list 
o Market price/Competitors' prices 
o Cost-plus pricing 

 
15. What initiatives do you have today to improve pricing at your CC? 
(Paragraph text) 
 
16. Do you see any opportunities to better control/raise prices in your CC and if so, in what 
areas? 
(Paragraph text) 
 
17. Additional comments about pricing 
(Paragraph text) 
 
Communication  
 
18.What support is provided from the division when it comes to pricing? 
(Multiple choice) 

o Only the ARP-list 
o The ARP-list and other guidelines 
o Frequent two-way communication 
o Nothing  

 
19. What support do you think should be provided from the division regarding pricing? 
(Paragraph text) 
 
20. What training do the salespeople receive regarding pricing, and how often? 
E.g. value-based sales training, market-based sales training, coaching 
(Paragraph text) 
 
21. Do you see a need for additional training on pricing in your CC and if so, on what topics? 
(Paragraph text) 
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Global Key Accounts 
 
22. How can your CC affect the price for global customers? 
(Multiple Choice)  

o Can not affect 
o Frequent discussion with Global Key Account Managers about the price 
o Depends on the Global Key Account Manager 
o No answer 

 
23. Do you see any potential improvements in how to work with the global customers when it 
comes to pricing? 
(Paragraph text) 
 
Additional comments 
 
24. What weaknesses/challenges do you see when it comes to pricing today? 
(Paragraph text) 
 
25. Do you have any additional comments or thoughts about pricing? 
(Paragraph text) 
 
 
 
 
 
 
 


