1 . TUTORIAL FOR VALUE-IN-USE PRICING
ﬁalue.x_ls) :

CASE: ACCOUNT-PRICING FOR THE ABCOR 2000, P. 449

The Value spreadsheet is useful for determining the price of a product based on customer
value (value-in-use). It is based on the idea that organizations should base their pricing on
a careful understanding of what a product is worth economically to a specific customer as
well as what it costs the organization to produce the product. The spreadsheet is designed
to accompany the exercise “Account Pricing for the ABCOR2000.”

From the Model menu select Value-in-use Pricing (value.xls) to see the Introduction
screen.

Introduction

Value-in-Use Pricing
Account pricing for the ABCOR2000 exercise

In a value-in-use analysis, you evaluate the difference between the (total, discounted)
lifetime cost of a product and the cost of the current or incumbent product a customer or a
customer segment is using. Such an analysis can be a powerful tool the salesperson can
use to persuade the customer of the value of a product.

Abcor Industries, a division of Conglomerate Inc., has developed a Value-in-Use Analysis
software tool to support contract negotiations for its new line of engraving equipment (and
related plates) for use in the printing and engraving industry.

Clicking Next brings you to the Input/Analysis Area.
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You can set parameters for analyses on such key inputs as initial annual number of
plates, price per plate, machine price, and use growth. The graphing parameters set the
origin (start) and the increment size (step) for graphs—the x-axis on the graph begins with
the starting value and includes 10 increments of the step size.

Click Next Page to see the resulting cash flows.
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' Gota Input/Analysis Area

" (Graph Break Even Analysis for Buyer & Seller:

" Graph Cash Flow for Changes in Initial Plate Price

" Graph Cash Flow for Changes in Machine Price

ok | cancel | Help | ouit |

Go to the Model menu and choose Main Menu to choose among a number of forms
of graphical output.

If you select Graph Breakeven Analysis for Buyer & Seller, you will see the range
of machine and plate prices that are economically attractive to the buyer and to the seller.
Any point at which discounted cash flow (DCF) is positive for both buyer and seller could
be an acceptable contract arrangement.
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Other graphs provide additional information. You can return to the analysis area to reset
parameters by clicking Analysis Area.



