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15 Considerations for Progressive
Business-to-Government Pricing

This article is a reprint of Chapter 3 of the author’s most recent book — B2G Pricing — adapted
for this Journal. B2G Pricing focuses exclusively on the nuances and specific tactics required
in the area of business-to-government pricing. Author Stephan M. Liozu is the Founder of
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four more. He can be reached at sliozu@gmail.com. Purchase a copy of B2G Pricing here.

usiness-to-government pricing

(B2G pricing) requires special

attention and unique capabili-

ties. B2B and B2G environ-

ments are sometimes different
worlds. One cannot copy and paste from
one world to the other. B2G pricing also
has a unique vocabulary and unique rules.
In the B2B world, most of the time pric-
ing will be hosted by marketing, sales, or
finance organizations. In the B2G space,
pricing most likely reside within finance,
bid management, offer management, or
proposal teams. Pricing might be called
estimating, contracting, or costing. It is
not unusual to find people participating in
pricing work scattered across the orga-
nization and not having a formalized and
coordinated pricing role. Pricing is often
attributed as a role in a job description
with other elements of the bid analysis or
capture process.

| have worked in the B2G world for 5 years
and have been able to list important best
practices to make B2G pricing success-
ful. I call them considerations in this pa-
per. Some of them are common sense to
the world of pricing, marketing and offer
management.

1) B2G pricing does require a strate-
gy: As in B2C and B2B, B2G pricing re-
quires a strategy. And that strategy must
be aligned with some of the strategic ob-
jectives of the organization: deal realiza-
tion, win/loss ratio, gross margin, gross
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margin of order intake, EBIT. A good pric-
ing strategy sets the role of pricing in the
offer management and capture process
and defines some of the tools that are re-
quired to be used to evaluate customer
opportunities.

2) Must-win contracts or very large gov-
ernment contracts must be prepared in-
tensively: In a project-oriented business,
there are potentially thousands of RFPs
open at any one time in the B2G space.
Not every RFP is created equal. A vendor
must be able to sort through the project
pipeline and quickly identify must-win op-
portunities. For these, there must be a stra-
tegic allocation of resources to study the
RFP, assemble a team, conduct the neces-
sary pricing analysis (using the 4Cs: cost,
competition, customer, change), and de-
velop the capture plan. Often in the B2G
world, proper segmentation is not done,
which means every offer is considered
equal. This is not good news.

3) Value-based pricing is 90% value and
10% pricing: Doing value-based pricing
(VBP) in the public sector is different but
not impossible. | often face objections
when discussing VBP in B2G. | must re-
mind people that VBP is a methodology
that requires discipline and a great focus
on the customer. In the B2G world and for
differentiated offerings, the focus of VBP
is even more on customer value. When
this is done well, pricing is often easier to
do. Depending on the level of pricing so-

phistication in an organization, the 90/10
ratio might change, but every government
project must include the right customer
analysis: customer profile, customer jour-
ney, customer value proposition, customer
value model, customer proposal, and more.
There is no going around that.

4) Doing pricing when the RFP comes
out is too late: It is often the case that
pricing is considered and discussed too
late in the capture process. When the RFP
is published, pricing can still be done of
course, but there is very little opportunity
to influence the RFP process, the custom-
er budget, and to shape customer needs.
So, when the RFP is out, pricing must be
compliant to play. It is too late to discuss
value and to take the risk of offering an of-
fer that is not compliant with the specifica-
tions and the evaluation criteria.

5) Pricing starts very early in the cap-
ture and pursuit process: As such, the
work starts very early in the process (i.e.,
as soon as the customer has expressed
the desire and need to acquire a certain
technology or solution). It can be several
years between that stage and the produc-
tion of the official RFP. During this period,
the account management and business
development organizations must focus
on shaping the customer’s needs, the
perceptions of value, the understanding
technological worth, and the budget defi-
nition. This is ongoing effort which is part
of the value-selling process. Some orga-
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nizations call this early capture or the “left-
shift” process. This exercise on shaping
and anticipating is essential with must-win
opportunities and with customers who are
partnership seekers or value buyers. These
types of customers might be more open
to co-developing and modifying their in-
ternal processes.

6) Pricing touches many functions in
the organization: Because B2G pricing
needs a strategy, it also needs formal co-
ordination as it touches many functions
in the organization: costing, finance, mar-
keting, product management, bidding,
proposal development, and engineering.
When a vendor does not have a formal
pricing team, that coordination is lacking.
Pricing is fragmented across these actors
and information might not flow smoothly.

7) Project pricing needs the right team-
ing: Vendors need to be able to assemble
the right team to work on the pricing of
specific B2G contracts. Of course, not ev-
ery RFP is the same and teams might vary
depending on the nature and complexity of
the opportunity. For very demanding op-
portunities, a capture leader is going to be
named and this person needs to assemble
the right team with the relevant internal and
external professionals. For specific con-
tracts, external price-to-win experts might
be mobilized.

8) Pricing decisions must be informed
by the 4Cs of pricing: It is essential to bal-
ance the sources of input and information
when making bid pricing decisions. Tra-
ditionally, industrial and B2G vendors are
competitors or costs-oriented in their pric-
ing strategy. The information on customer
needs and customer value does not often
enter in the gate review for specific bids.
This is the reason why | developed a pric-
ing model innovation canvas (PMIC) based
on the 4Cs of pricing: cost, customer,
competitors, and change. The foundation
of this canvas is to develop pricing intel-
ligence to make better pricing decisions.
There is a chapter dedicated to PMIC later
in the book.

9) Pricing must evolve in tandem with
your value proposition and offer: Be-
cause of the long B2G commercial cycles,
the customer needs and requirements
will change over time. The value propo-
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sition will be adapted to these changing
customer dynamics. Often, pricing stays
static along the way. While the price levels
might stay the same, the pricing strategy
and model might not evolve enough. Suc-
cessful B2G pricing requires agile and in-
novative pricing strategies that match cus-
tomer changing needs.

10) The price process needs to be in-
cluded in your bidding and capture pro-
cess: Vendors might have very profession-
al process management rules covering
capture management and bid manage-
ment. Often pricing is integrated in one or
more of these process streams. It is critical
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to make sure that the pricing process be
equally robustly managed as an indepen-
dent process or under another process.
All rules, responsibilities, process docu-
ments, educational documents, and refer-
ences to relevant tools must be included
in this process description.

11) Pricing and value must be part of a
good proposal as a crisp story: A good
customer proposal is built based on a cus-
tomer value proposition and of a series
of winning themes. Assuming the proper
homework is done for a specific bid or of-
fer, the work is not done. Proposal man-
agers must create a strong story line ty-
ing together all the elements of the offers:

customer needs, value proposition, win-
ning themes, customer value, and pricing.
The design of this customer proposal is
equally important.

12) Confidence in the data and analy-
sis affects your internal pricing deci-
sion: Internally, top management review-
ing your big pricing and approving the
gate reviews needs to have confidence in
the analysis of the bid components and
ultimately in the pricing. The typical em-
phasis is on cost modeling and risk man-
agement for the offer. Less attention and
discipline are given to competitive review
and customer value analysis as well as
price-to-win. To change this paradigm, it
is important to balance the focus on the
4Cs of pricing to give equal attention and
discipline to all Cs. Your degree of prep-
aration and depth of analysis will also be
perceived by your customer when deliver-
ing the customer proposal. It is all about
discipline in preparation.

13) Innovation in pricing is required,
but it is different: The public sector is
typically not very receptive to new pricing
models, but this is changing. Some gov-
ernment agencies have outsourced asset
operations to third-party vendors and are
paying vendors based on outcome or per-
formance. Other vendors have been cre-
ative and aggressive with payment terms,
financing schemes, industrial off-set strat-
egies, and shared R&D expenses. Pricing
innovation is not just about pricing mod-
els. In B2G, financing and payment struc-
tures are essential. Working with financial
institutions and collaborating with experts
is also a form of innovation for B2G cus-
tomers.

14) Mastering and anticipating risk im-
pacts your pricing: Managing B2G pric-
ing means excellence in mastering risk
management. Most of the cost modeling
tools for advanced and complex bids will
have a strong risk management module.
Bid and capture managers need to man-
age a risk register for each offer. Risk is
potentially everywhere when designing a
solution for a multi-year term: risks in part-
nership, risks in customer dynamics, risks
in the technology roadmap, risks in cur-
rency and geopolitics. All vendors to the
B2G world need to master risk while pric-
ing customer proposals with the right lev-
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el of risk. The difference when everything
goes well with a specific project ends up
in the gross margin. When everything goes
wrong, it can quickly reduce margins to
zero and cost in program overruns.

15) Language does not matter, but
principles do: B2G pricing uses differ-
ent vocabulary. For example, what are re-
ferred to as differentiators in B2B pricing
are called discriminators in B2G. Suc-
cessful B2G pricing needs nimbleness
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and agility. It is best not to fall in love
with methodologies, languages and phi-
losophies. | encourage teams to embrace
methodologies and to absorb their princi-
ples: customer needs, value proposition,
differentiators, willingness and ability to
pay, and pricing.

These fifteen considerations are based
on my experience of B2G pricing over the
past 5 years. | am far from being an expert,
but they have resonated with many pricing

practitioners. | hope they do with you as
well. Pricing for government entities uses
a lot of the same methods and tools, but
they are aimed at totally different types
of customers who have different evalua-
tion and procurement processes. Pricing
for commercial markets is not the same
as pricing for the public or B2G market.
Therefore, | wrote an entire book about
B2G pricing. | recommend you learn more
about this intriguing topic and acquire the
necessary skills. <
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