
Commercial Excellence in 
Engineered Products
The Journey from Art to Science 



The Boston Consulting Group (BCG) is a global 
management consulting firm and the world’s 
leading advisor on business strategy. We partner 
with clients from the private, public, and not-for-
profit sectors in all regions to identify their 
highest-value opportunities, address their most 
critical challenges, and transform their enterprises. 
Our customized approach combines deep in sight 
into the dynamics of companies and markets with 
close collaboration at all levels of the client 
organization. This ensures that our clients achieve 
sustainable compet itive advantage, build more 
capable organizations, and secure lasting results. 
Founded in 1963, BCG is a private company with 
81 offices in 45 countries. For more information, 
please visit bcg.com.



March 2014

Georg Beyer, Markus Lorenz, and Cornelius Pieper

Commercial Excellence in 
Engineered Products
The Journey from Art to Science



2 Commercial Excellence in Engineered Products

AT A GLANCE

A quantitative and qualitative benchmarking study of commercial excellence at 25 
Europe-based engineered-product companies reveals critical gaps between current 
performance and best practices. Companies can close the gaps by transitioning 
from “art” to “science” when selling their products and services.

Adapting to a More Complex Environment
As markets become more diverse and customer segments more narrowly defined, 
engineered-product companies are developing increasingly complex offerings that 
provide integrated product-and-service solutions. Sales and marketing teams must 
be able to understand these offerings and how they drive value for their customers’ 
businesses. And companies must steer their sales representatives to achieve goals 
for profitability and other KPIs rather than focusing on volume as the key metric.

Transitioning from Art to Science
Five commercial topics offer companies significant opportunities to differentiate 
themselves in the new environment: sales force effectiveness, channel manage-
ment, pricing and profitability, after-sales, and human resources and IT enablers. 
Superior performance in these topics will distinguish the winners in this highly 
competitive market.
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Companies need to 
enhance their sales 
forces’ traditional 
skills with advanced 
technical and analytic 
capabilities.

What is the current state of commercial performance in the engineered- 
product industry, and which practices do leading companies apply to drive 

commercial excellence? 

These questions have become increasingly relevant as the industry’s commercial 
environment evolves toward greater diversity and globalization. The Boston Con-
sulting Group sought the answers in a recent quantitative and qualitative bench-
marking study of Europe-based companies whose operations are global and whose 
products range from small parts (such as sensors) to project-based offerings (for ex-
ample, paper production machinery). The BCG Commercial Excellence in Engi-
neered Products Benchmarking Study 2013 reveals critical gaps between current 
performance and best practices, and it points to opportunities for companies to ap-
ply more-sophisticated approaches to sell their products and services.

The engineered-product industry encompasses a wide range of segments and com-
panies, but most players share the need to develop complex high-tech products that 
are often heavily tailored to or specifically designed for individual customers. They 
also have a common need to achieve excellence in sales and marketing in order to 
drive top-line growth, improve pricing and profitability, create competitive advan-
tage, and complement efforts to reduce costs. Many engineered-product companies 
are missing out on these benefits, however, because their sales forces adhere to the 
traditional way of selling products and services.

Although engineered-product companies have been leaders in applying technical 
innovations and advanced analytics to product design and manufacturing, the com-
mercial function at many of these companies has lagged behind in the transition 
from “art” to “science.” The sales approach is frequently based more on intuition 
than fact, given that many salespeople tend to rely heavily on relationships and 
persuasion in pursuing and closing deals. Because top sellers are often rewarded on 
the basis of volume, they are incentivized to offer price promotions and giveaways 
and to negotiate informal deals. This traditional approach often results in lower 
profitability and a higher cost to serve, as well as lost opportunities to improve cus-
tomer lifetime value and satisfaction. 

To be sure, applying “art” in sales to maintain strong customer relationships still 
has its place. Today’s commercial environment is more complex than in the past, 
however, which means that to remain competitive, engineered-product companies 
need to enhance their sales forces’ traditional skills with advanced technical and 
analytic capabilities.
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A More Complex Commercial Environment
The complexity of the commercial environment for engineered-product companies 
is increasing on several fronts: 

 • Diverse Markets. Companies now sell their products in multiple markets that are 
growing at different rates. This “multispeed” world has replaced the “two speed” 
world in which companies needed to distinguish only between mature and 
emerging markets when selling products. Customers are also expanding their 
operations globally and expect their engineered-product suppliers to diversify 
their offerings to meet the needs of different operating environments. 

 • Narrowly Defined Customer Segments. Companies must tailor their offerings to 
“microsegments” of customers with distinct needs for products and services. 
Emerging-market customers are rapidly becoming more sophisticated and 
differentiated, and manufacturers must be agile enough to keep pace. For 
example, manufacturers cannot serve Chinese customers with a single strategy. 
Customers in the growing market of inland China have very different require-
ments for products and services than the coastal Chinese customers that are 
more familiar to manufacturers.

 • The Rise of Global Challengers. The industry’s traditional leaders must compete 
with a new generation of challengers based in emerging markets, particularly 
China. As recently as 2000, the industry’s goods flowed primarily between the 
U.S. and Europe, with very limited flows to and from China. By the start of the 
current decade, however, Chinese players had made strong inroads into Western 
markets. From 2000 through 2011, exports of engineered products from China to 
the U.S. grew at a compound annual rate of 25 percent (reaching $30 billion 
annually), and exports from China to Europe grew at a compound annual rate 
of 28 percent (reaching $33 billion annually). During the same period, exports 
from the West to China grew as well, albeit at a slower rate. Exports of engi-
neered products from the U.S. to China grew at a compound annual rate of 17 
percent (reaching $14 billion annually), and exports from Europe to China grew 
by a compound annual rate of 19 percent (reaching $51 billion).

For Western companies, the rise of global challengers means that they must 
defend their home markets while simultaneously pursuing growth in China and 
other emerging markets—a requirement that creates significant resource-alloca-
tion challenges. Further, some European engineered-product companies have 
been acquired by global challengers. For example, Sany and XCMG, leading 
Chinese manufacturers, acquired some of their European peers recently, intensi-
fying the competitiveness of Europe’s mature market. 

 • Pressure on Prices. Competition from emerging-market players has also created 
downward pressure on prices in all regions. Price erosion has been further 
driven by the need to negotiate with more-sophisticated purchasing depart-
ments and the low growth rates in mature markets, among other factors. 
Moreover, many engineered-product customers are seeking less expensive, 
“good enough” equipment to meet their needs rather than purchasing high-end 
equipment as their default approach. 

Emerging-market 
customers are rapidly 

becoming more 
sophisticated and 

differentiated, and 
manufacturers must 

be agile enough to 
keep pace.
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To meet distinct customer needs in highly competitive markets, companies have de-
veloped increasingly complex offerings that integrate products and services. For ex-
ample, manufacturers of medical-imaging equipment provide diagnostic software as 
well as scanners, and manufacturers of material-handling equipment provide soft-
ware for logistics and supply-chain management. This greater complexity means 
that sales and marketing teams need to build the competencies required to under-
stand the new offerings and communicate their benefits to customers. These teams 
also must be able to gain insights into each customer’s business and its value drivers 
and proactively apply this knowledge to provide better pricing and services. More-
over, volume is no longer the key metric for sales performance given the importance 
of profitability and other key measures of performance in the competitive market. 

Assessing Commercial Performance Today
To find out how engineered-product companies are performing in this complex 
commercial environment, BCG studied 25 Europe-based companies with a total of 
40 distinct business units representing a wide range of industry sectors. The com- 
panies have operations in Europe; the U.S.; Brazil, Russia, India, and China (the 
emerging-market BRIC countries); and beyond.

We surveyed approximately 1,000 managers at these companies to understand their 
definitions of commercial best practices and the extent to which their companies 
have implemented these practices. Managers also completed approximately 250 
quantitative data sheets, thus providing key sales-productivity figures. Separate data 
sheets were used to gather information on operations globally (including headquar-
ters operations) as well as for countries in mature markets (France, Germany, Italy, 
the UK, and the U.S.) and each of the BRIC countries. To obtain qualitative insights, 
we interviewed 70 executives. The quantitative and qualitative information we 
gathered allowed us to benchmark all aspects of commercial performance and de-
velop detailed insights into the drivers of commercial excellence. 

Given the industry’s diverse products and service offerings, we segmented compa-
nies into three groups on the basis of the average unit price of their products and 
the average number of units sold annually. (See Exhibit 1.)

 • Project Companies. Companies in the project segment offer engineered products 
and services for power plants and rail systems, for example, or manufacture and 
install large equipment such as turbines. These companies, which include only a 
few large global players, have high-cost offerings but low volume. A large share 
of their sales comes from offerings customized for specific projects. Service 
offerings also represent a large share of the business, often 50 percent of sales.

 • Machinery Companies. Manufacturers of complex machinery—used in construc-
tion and metal rolling and casting, for example—fall within an intermediate 
range in terms of both price and volume. The machinery segment is highly 
fragmented and specialized, and many participants are global companies that 
operate in relatively small niches. Products can generally be designed using 
common platforms, with limited customization. Service is essential to the 
offering and is provided directly or through dealers.

Volume is no longer 
the key metric for 
sales performance 
given the importance 
of profitability and 
other key measures of 
performance in the 
competitive market.
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 • Component Companies. Component manufacturers provide parts (such as for 
automobiles) as well as small equipment (such as sensors and gear boxes). These 
companies have low-price, high-volume businesses. There are many of them, and 
they compete in a highly fragmented market. They generally offer standardized 
products with low unit value, and service offerings play only a small role. None-
theless, many of these companies sell highly sophisticated products—including 
high-end, high-tech products, such as an advanced sensor priced at a few euros. 

The insights and data collected in the study allowed us to understand how compa-
nies perceive their own commercial capabilities relative to best practices and to 
identify the areas that offer the greatest improvement opportunities. (See Exhibit 
2.) Generally, capabilities in product strategy are perceived as advanced, reflecting 
the fact that most surveyed companies have highly sophisticated technical and engi-
neering competence. Perceived performance levels in other commercial capabilities 
range from intermediate to unsatisfactory, however. The greatest perceived short-
falls in capabilities relative to best practice were in sales force effectiveness, chan-
nel management, pricing and profitability, and human resources and IT enablers. 
Additionally, capabilities in after-sales, although they are critically important now, 
are perceived as being only basic.

These findings indicate that the traditional sales approach is no longer sufficient to 
win in today’s more complex commercial environment. Success requires a new 
commercial model in which companies apply systematic and analytic approaches 
and tools to sell integrated product-and-service solutions. The “art” of sales must be 
enhanced by the more systematic “science” of sales.

Average unit price (€)

Segmentation logic Examples of products by company segment

• Metal rolling and casting machinery
• Printing and packaging machinery
• Aerial work platforms, construction, and cranes

Machinery companies (17 business units)

• Automotive parts
• Railway parts
• Motion controls and sensors
• Gear motors and gearboxes
• Drive systems

Component companies (13 business units)

0–750

500,000–
10 million plus

0–5,000

5,000–500,000

750,000–150,000 150,000–
10 million plus

Average annual units sold

• Rail systems
• Crushing and grinding machinery
• Gas turbines and steam turbines
• Fossil and nuclear power plants
• Paper production machinery

Project companies (10 business units)

Source: BCG Commercial Excellence in Engineered Products Benchmarking Study 2013.

Exhibit 1 | The Study Segmented Companies on the Basis of Average Unit Prices and Unit Sales 
Volume 
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Next, we highlight the study’s findings for five commercial topics that offer compa-
nies the greatest opportunities to differentiate themselves in the new environment. 
Because capabilities relating to product strategy are already high throughout the in-
dustry, engineered-product companies must pursue excellence in other commercial 
topics to distinguish themselves from their competitors. That means high perfor-
mance in these five areas will likely determine the winners in this highly competi-
tive market. 

IntermediateBest practice1 Basic UnsatisfactoryAdvanced

Market research
• Analysis of market size, growth, and trends
• Customer research and segmentation
• Competitor analysis

Product strategy
• Determination of product strategy
• Identification of product-specific unique selling proposition
• Collection of product-specific customer feedback

Marketing communication
• Communication strategy and brand management
• Communication planning and execution
• Marketing effectiveness

Pricing and profitability
• Pricing approach
• Price realization and profitability
• Financing and total cost of ownership

Organization
• Organization structure
• Process, roles, and responsibilities
• Cross-regional and cross-functional interfaces

Enablers
• HR processes: recruiting, training, promotion, and so on
• Engagement and involvement of staff
• IT support including provision of tools

Alignment of commercial strategy with overall strategy
• Setting commercial targets by customer and country 

based on overall targets

Commercial strategy

Marketing Sales

Organization and enablers

Perceived capability level across commercial topics:

Channel management
• Channel strategy
• Coordination of selected sales channels

Key account management
• Identification of key accounts and decision makers
• Analysis and prioritization of specific key accounts
• Definition of customer care approach

Sales force effectiveness
• Sizing of sales force
• Management of sales force by defined targets and KPIs
• Performance-based incentive schemes

Aer-sales
• Repair and maintenance and spare-parts business
• Modernization and retrofit business
• Offering of value-added services

Source: BCG Commercial Excellence in Engineered Products Benchmarking Study 2013.
1None of the topics was perceived as having a “best practice” capability level.

Exhibit 2 | Capability Levels Are Perceived as Low in Key Commercial Topics
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Sales Force Effectiveness
Although sales force effectiveness is considered among the most important com-
mercial topics across all three company segments, most companies perceive them-
selves to be performing at a low level. The quantitative study did not reveal differ-
ences in sales force effectiveness by segment or region, but some interviewees 
noted greater opportunities for improvement in emerging markets than in mature 
markets.

Global sales spending as a percentage of sales was lowest in the project company 
segment (indicating the highest level of sales force effectiveness) and highest in the 
component company segment. Sales spending as a percentage of sales is higher in 
mature markets than in the BRIC countries across all three company segments, al-
though the difference is not significant. The higher spending in mature markets 
could indicate that many European companies still rely heavily on their headquar-
ters for overseas sales and that sales structures are changing less quickly than cus-
tomer demand. (See Exhibit 3.) The largest portion of sales spending is allocated to 
personnel costs. Trade fair participation, travel, and product samples are examples 
of other sales expenses. 

Sales spending

% of sales % of sales % of sales

Total
(includes all markets

and headquarters)

Mature
markets

BRIC
markets

Project Machinery Component

Maximum
Upper Quartile

Minimum

Median
Lower Quartile

0 5 10 15 20

0 5 10 15 20

0 5 10 15 20

0 5 10 15 20

0 5 10 15 20

0 5 10 15 20

0 5 10 15 20

0 5 10 15 20

0 5 10 15 20

Source: BCG Commercial Excellence in Engineered Products Benchmarking Study 2013.
Note: “Total” data was gathered from a separate global data sheet and includes data from all markets as well as headquarters—it is not the sum 
of mature- and BRIC-market data. The mature markets are France, Germany, Italy, the UK, and the U.S. The BRIC markets are Brazil, Russia, India, 
and China.

Exhibit 3 | Total Sales Spending as a Percentage of Sales Is Lowest in the Project Company 
Segment
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Interviewees raised concerns about not having adequate sales KPIs—for example, 
they lacked information about the profitability of specific products and client rela-
tionships. Most also said that incentive schemes are still based on volume as the 
only performance indicator. Although engineered-product companies have experi-
ence managing production with a high degree of accuracy, it appears that most 
have yet to exploit the huge amount of sales data available to effectively steer the 
sales force to promote the appropriate product mix and pricing.

Notably, we also found that companies often overestimate their sales capabilities. 
Many companies consider their sales-force effectiveness capabilities to be high de-
spite having low sales-force effectiveness as measured by sales revenues per sales 
FTE. This overestimation of capabilities is most evident in the machinery and com-
ponent segments, where sales force effectiveness is often below the industry aver-
age even though capabilities are perceived to be above average. (See Exhibit 4.) 
This disparity holds true for both mature and BRIC markets. 

The companies that are the best performers address these issues by applying the 
same type of fact-based techniques to manage their sales force as they apply to 
manage their production processes. To guide the sales force, they employ a broad 
set of sales KPIs and apply incentives such as compensation that varies based on 
performance. They use a sales-steering dashboard to give visibility to multiple per-
formance indicators in addition to volume—such as margins for each product, pur-
chases by specific customers, and customers’ perceptions of products. For example, 

Total Mature markets BRIC markets

SFE capability SFE capability SFE capability

Project Machinery Component High perceived and high actual SFE
Low perceived and high actual SFELow perceived and low actual SFE

High perceived and low actual SFE

10 2 3 4

4.5

4.0

3.5

3.0

5.0

Sales per sales FTE in €millions

Industry
average

Industry average

Industry
averageIndustry

average

Industry average Industry average

3.0

3.5

4.0

4.5

5.0

Sales per sales FTE in €millions
0 1 2 3

5.0

4.5

4.0

3.5

3.0

Sales per sales FTE in €millions

0 1 2 3 4 5 6

Source: BCG Commercial Excellence in Engineered Products Benchmarking Study 2013.
Note: SFE = salesforce effectiveness. FTE = full-time equivalent. “Total” data was gatherd from a separate global data sheet and includes data from 
all markets as well as headquarters—it is not the sum of mature- and BRIC-market data. The mature markets are France, Germany, Italy, the UK, 
and the U.S. The BRIC markets are Brazil, Russia, India, and China.

Exhibit 4 | Many Companies’ Self-Assessment of Salesforce Effectiveness Is Too High



10 Commercial Excellence in Engineered Products

monitoring differentiated KPIs allowed an industrial-service company to identify 
opportunities to increase its sales by refocusing its sales efforts on existing clients 
rather than trying to acquire new ones.

Leading companies also provide salespeople with nonmonetary rewards tied to tar-
gets and KPIs as a part of the incentive system. These rewards can include partici-
pation in a university’s leadership-training program, mentoring by senior col-
leagues, participation in a talent exchange program with other companies, or 
temporary assignments to projects in other regions. Additionally, managers of the 
front-line sales force regularly review performance so that they can reward their 
best employees or take corrective actions promptly. Because emerging markets 
have high rates of employee turnover, these approaches have been especially criti-
cal in those regions for differentiating the top performers from their competitors. 
For example, a machinery company facing an annual employee-turnover rate ex-
ceeding 20 percent in China was able to gain stability and traction in the market by 
recognizing top performers early in their careers and taking steps to retain them. 

Channel Management
Study participants rated their companies as having low maturity in channel man-
agement. They ranked channel management capabilities as the weakest among the 
topics surveyed in the project and component company segments. Those in the ma-
chinery segment ranked channel management capabilities above only those relat-
ing to marketing communication and HR and IT enablers.

Interviewees cited indirect channels as the main problem, attributing poor capabili-
ties to a lack of proper training and monitoring of the sales force. As expected, we 
found that the use of indirect sales channels is highest in the component company 
segment (approximately 30 percent of sales in both mature and BRIC markets). It 
was also no surprise that the project company segment had the lowest use of the in-
direct sales channel (approximately 15 percent of sales in both types of markets). 
The indirect sales channel accounts for nearly 25 percent of sales in the machinery 
segment.

The best performers determine the optimal mix of direct and indirect channels for 
each product and region by analyzing the market potential and the cost to serve. 
For instance, in the security technology market, the role of distributors has recently 
become significantly more important, and the distributors expect differentiated 
service—such as greater volumes of more standardized, easy-to-use products. In 
response to this trend, leading manufacturers are rethinking their sales organ- 
izations, and even their product strategies, to gain access to this increasingly 
relevant channel.

Leading manufacturers also deploy “hybrid” models in which they select some 
types of customers to serve directly (for example, top accounts or government agen-
cies) and serve other customer groups using both their own sales representatives 
and wholesalers and distributors. This approach enables companies to maintain a 
smaller direct sales force. However, companies must manage the hybrid approach 
carefully to ensure that their wholesalers and distributors still have an opportunity 
to sell to valuable accounts. 

Leading companies 
provide salespeople 

with nonmonetary 
rewards tied to targets 

and KPIs.
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Especially in the component company segment, online sales have evolved as a hy-
brid of direct and indirect channels to serve a larger customer base. For example, 
some industrial-crane manufacturers have successfully implemented online config-
uration tools that allow customers to select the main features of their order—simi-
lar to what has become a common practice in the automotive industry. After the 
customer configures the order online, the deal is closed through the existing direct 
or indirect sales network. Some companies have gone further and launched full-
fledged online shops through which deals can be both configured and closed.

To help ensure channel effectiveness, leading companies actively monitor the per-
formance of their channel mix and change it as necessary. They use KPIs and gath-
er insights into customer satisfaction to monitor indirect channels. They also man-
age indirect channels using the same rigor they apply to direct channels, including 
providing training and coaching and deploying other enablers (such as increasing 
discounts based on performance). Through these efforts, they have become 
sought-after partners for dealers—establishing long-standing relationships rather 
than being perceived as opportunistic suppliers simply seeking a onetime sale.

Pricing And Profitability
Study participants from all three company segments cited pricing and profitability 
as a major concern. This topic ranked third in importance among commercial topics 
overall; component manufacturers ranked it as the most important topic. Because 
component companies have more standardized offerings than project and machin-
ery companies, they are likely to be hit hardest by pricing pressure. But as elements 
of offerings in the project and machinery segments become more standardized 
(such as through modular approaches), pricing pressure is likely to intensify for 
companies in these segments as well. 

Despite the more complex market environment, companies persist in applying out-
dated approaches to pricing. The study found that companies are not using sophisti-
cated approaches to set prices. Indeed, capabilities in pricing rated among the least 
mature commercial topics in the study. Additionally, some companies did not apply 
a consistent approach to pricing across each of the countries in which they operate. 
By not employing sophisticated approaches to pricing, companies lower their mar-
gins and limit their opportunities for profitability.

Interviewees confirmed that inadequate pricing capabilities are harming the bot-
tom line. Many cited concerns about coping with profitability issues, protecting 
their margins, and no longer knowing how to sustain their high-end price points, ei-
ther in their home country or globally. 

To counter price erosion, leading companies have implemented sophisticated pric-
ing approaches, which are clearly defined and consistently applied across products 
and regions. These companies use customer segmentation, even down to the level 
of small groups, as the basis for setting prices—enabling them to tailor their ap-
proaches to each segment. Advanced pricing approaches include the following:

 • Pricing Mechanisms Based on the Lifetime Value of Customers in the Segment. A 
customer’s lifetime value to a company is high if, for example, the customer can 

Interviewees  
confirmed that 
inadequate pricing 
capabilities are 
harming the bottom 
line.



12 Commercial Excellence in Engineered Products

be expected to buy consumables (such as filters and oil) in addition to the initial 
purchase of an engineered product. In such cases, the manufacturer should be 
willing to accept a lower margin for the initial purchase than it would if the 
customer was expected to buy few, if any, consumables. In contrast, customers 
expected to require a high level of servicing under a warranty would have a 
lower lifetime value to the manufacturer—indicating the need to push for 
higher margins on the initial purchase. Other pricing mechanisms relating to 
lifetime value can also become central features of a company’s business model. 
These mechanisms include providing value-added services, bundling and 
unbundling products and services, and locking in customers to a particular 
platform or other offering controlled by the company.

 • Value Pricing. Leading companies have a deep understanding of how a product 
or service adds value for a customer. “Total cost of ownership” (TCO) analysis is 
one of the essential tools for identifying the sources of additional value. A TCO 
analysis enables a company to build pricing models that take into account the 
initial investment to purchase a product as well as the customer’s ongoing costs 
to maintain it. For example, higher-quality products may require lower ongoing 
costs relating to consumables and servicing, which adds value for the customer 
by reducing its TCO. Additionally, high-performing companies price and actively 
promote their products on the basis of the value their customers can generate 
by using those products. In the printing-machinery industry, for example, 
machines with Web interfaces and the ability to rapidly switch between jobs 
have allowed print shops to expand their businesses to serve individuals as well 
as corporate clients. 

 • Price Differentiation. Leading companies charge customers different prices on the 
basis of their willingness to pay and the cost to serve them. To do this successful-
ly, a company needs an in-depth understanding of its relative “pricing power” 
over customers—assessing which customer segments or transaction types may 
be more or less sensitive to higher prices. Understanding the costs associated 
with customers and products is also essential. Many companies have a “long 
tail” of customer accounts and products that individually contribute low sales 
but collectively add significant costs arising from complexity. Leading firms use 
their understanding of complexity costs to establish pricing for the long tail on 
the basis of product differentiation and the value delivered to customers. The 
opportunity to capture greater value from a product portfolio by using this 
approach can be significant. For example, by repricing 20,000 product and 
service options, one industrial-goods company realized a margin increase of 5 
percentage points and increased its market share by 2 percentage points.

To identify additional price potential, top performers regularly analyze their price 
performance and measure price realization for each product in the portfolio and 
each customer. To continue to improve the pricing process and optimize margins, 
they seek to understand where “leakage” (the loss of incremental margin) occurs 
along the “price waterfall” that runs from the list price down to the realized price. 
Identifying discounts offered along the price waterfall that are contrary to company 
policy is especially critical for maintaining healthy margins. A price performance  
diagnostic can be used to assess when these ad hoc discounts are occurring and  

A TCO analysis 
enables a company to 

build pricing models 
that take into account 
initial purchase costs 

as well as ongoing 
maintenance costs.
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determine the key levers for a “scientific” approach to discounts that will yield a 
positive return. The transparency provided by the diagnostic enables the company 
to have greater control over pricing decisions and thereby maximize its margins.

After-Sales
Companies in all three segments consider after-sales to be the most important com-
mercial topic; however, they have not yet tapped into its full profit potential. For ex-
ample, more than 70 percent of companies do not use their installed product base 
to generate modernization and retrofitting business. This has contributed to a low 
maturity score for after-sales across all three segments. After-sales includes repairs, 
spare parts, and maintenance and sometimes service-oriented offerings such as 
training, performance checks, and gauging and calibration.

After-sales revenues as a percentage of sales are similar in the project and machin-
ery segments—30 percent and 28 percent in the mature markets and 13 percent 
and 14 percent, respectively, in the BRIC markets. The component segment lags be-
hind, with after-sales representing 8 percent of sales in mature markets and 2 per-
cent in the BRIC markets. (See Exhibit 5.) 

Revenue source mix
Sales revenue source share in 2012 (%)

30

13

28

14

11

10

16

27

11

7

55

77

56 59

81
91

8

100

50

0

Solutions Aer-sales OtherProducts

BRIC
markets

Mature
markets

BRIC
markets

Mature
markets

BRIC
markets

Mature
markets 

4

Machinery ComponentProject

2

Source: BCG Commercial Excellence in Engineered Products Benchmarking Study 2013.
Note: The mature markets are France, Germany, Italy, the UK, and the U.S. The BRIC markets are Brazil, Russia, India, and China. Solutions are 
combinations of systems and machinery, including installation services. After-sales includes repairs, spare parts, and maintenance and sometimes 
service-oriented offerings.

Exhibit 5 | After-Sales Revenues Are Lowest in the Component Company Segment
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Looking at sales force effectiveness for after-sales, the machinery segment has the 
highest after-sales revenues per service full-time equivalent (FTE). The project seg-
ment’s after-sales revenues per service FTE are significantly lower in both mature 
and BRIC markets, which should be a concern to companies in this segment given 
the importance of service offerings related to their customized products. 

Rather than having the traditional sales force sell services, advanced companies 
have established a dedicated sales force for service offerings. Some have set up a 
separate service division with the goal of building specific expertise and 
sophistication relating to offerings and business models for services across product 
segments. 

Whether or not they have a unit dedicated to selling services, all companies need to 
ensure a well-defined linkage between products and after-sales. Because a sales 
force is traditionally oriented toward selling products, it may miss opportunities for 
selling services or bundling products and services unless the connection between 
different types of offerings is clear. 

The best performers have recognized that a modernization and retrofitting busi-
ness combined with value-added services can be stable sales sources and highly 
profitable, particularly for maturing subsectors (such as paper-production and print-
ing machinery). These companies define a strategy for developing and selling ser-
vice offerings, establish a dedicated sales team that is closely aligned with the ser-
vice organization, and foster a culture that emphasizes services as well as products. 
They offer value-added services for the entire product range (for example, training 
on the use of products). To develop their service offerings, they perform advanced 
analyses, such as value chain analyses and sales and cost modeling, and use a TCO 
approach for pricing. The top companies also use their after-sales business to gener-
ate leads for new equipment sales. For example, service technicians inspecting ma-
chines in the field give the sales force suggestions relating to new machinery or to 
upgrades that could improve a machine’s performance. 

There is a danger that a company’s efforts to modernize its installed base may un-
dermine its sales of new products to the same customers. However, we have ob-
served that a modernization business typically helps to generate additional sales 
and build and sustain long-lasting customer relationships. Such relationships can 
provide a stable source of recurring after-sales business.

HR and IT as Enablers
In all three company segments, survey respondents ranked recruiting and retention 
as major issues for engineered-product companies. However, they ranked HR as the 
least important and least mature topic within the commercial function.

To cope with the challenges of their new environment, companies need to recog-
nize the importance of HR as an enabler for the commercial function. Interviewees 
told us that they are struggling to attract the right talent, integrate new employees 
into the corporate culture, and retain them once they have acquired in-depth 
knowledge of products and services. These challenges are especially prominent in 
the BRIC markets. 

Advanced companies 
have established a 

dedicated sales force 
for service offerings.
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IT is another enabler that warrants greater attention. For example, interviewees 
said they lacked well-functioning customer-relationship management (CRM) sys-
tems to support the commercial function on a daily basis.

Leading companies acknowledge the importance of HR, IT, and other sales-support 
functions for achieving commercial excellence and actively enhance their capabili-
ties in these fields. They establish strong formal linkages between the sales force 
and its support functions—for instance, providing reports on sales visits to HR so 
that personnel can understand what is happening in the field. The sales leadership 
collaborates with HR to develop training programs (for example, how to negotiate 
in a multicultural environment) and foster retention, especially in emerging mar-
kets. In response to the growing technical complexity of products and solutions and 
the market’s global scope, sales and HR also work together to foster collaboration 
between local sales teams and remote technical specialists, which requires appro-
priate incentives, training, and networking efforts. 

The sales leadership at top companies works with IT to implement a sophisticated 
customer-care model, including a CRM system that is closely aligned with the sales 
forces’ daily needs. The CRM system should also enable IT and the finance depart-
ment to upgrade financial reporting so that they can retrieve data on product-spe-
cific profitability and other financial KPIs. A basic CRM system provides, for exam-
ple, an updated view on which products a specific customer has ordered in the past 
and at what price, as well as identifying key decision makers in the customer’s orga-
nization and personal information that might be relevant to maintaining a relation-
ship and closing a sale. The most advanced CRM systems provide account managers 
with live data streams from clients’ machines and equipment, enabling a real-time 
assessment of performance and the related sales and service opportunities.

Starting the Journey 
Engineered-product companies face a wide range of challenges arising from the in-
dustry’s more complex and demanding environment and, in many cases, their own 
low capability levels in key areas of commercial performance. By addressing the 
five key commercial topics discussed previously, leading companies have successful-
ly transformed their sales operations to outperform the competition. 

To assess their commercial function’s starting point on the journey from art to sci-
ence, executives can consider their responses to a series of questions that arise from 
the study’s findings. Examples of these questions include the following, grouped 
into general categories:

 • Overall. How does our commercial function perform relative to the best practic-
es set out in the framework on Exhibit 2? How does our perception of our 
company’s performance in each dimension of the framework compare with a 
detailed assessment of its actual performance? Which of the five core topics 
should we address most urgently?

 • Sales Force Effectiveness. Do our incentive systems for the sales force include 
significant amounts of variable compensation and nonmonetary rewards linked 

Leading companies 
acknowledge the 
importance of HR, IT, 
and other sales-sup-
port functions for 
achieving commercial 
excellence.
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to profitability and other KPIs? Do we have the right set of sales competencies 
available at the right locations? 

 • Channel Management. Do we adequately train and coach sales representatives in 
indirect channels while monitoring their compliance and pricing discipline?

 • Pricing and Profitability. Have we successfully implemented consistent pricing 
approaches, including TCO, value-based pricing, and other advanced pricing 
methods?

 • After-Sales. Do we generate significant business from value-added services as 
well as modernizing and retrofitting our installed product base?

 • HR and IT Enablers. Have we established best-in-class HR processes for the 
commercial function? Do we use a customer database and CRM system with 
comprehensive information on customers and relationships?

The answers to questions like these, in the context of the company’s industry and 
business requirements, will point to the most valuable improvement areas as the 
company seeks to develop and implement a world-class approach for achieving 
commercial excellence.
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