




Bait and Switch
Now, the software industry tends to mimic the airlines 
industry.  They bait you with an initial low price, then up-charge you 
for additional services and functionality. Vendors can confuse the 
savviest of customers with convoluted pricing models.  Most charge 
a price-per-seat fee.  Then they spring out the hidden core charges, 
hidden module or functional charges and maintenance fees.  
Frustrating!

Additional costs sneak in.  They crush your ability to forecast 
expenses (initially and through the end of your contract). And you 
face ugly surprises when you discover you didn’t get all the 
functionality to solve your problem. 

Too late
Finding this out after you sign the contract gives the 
advantage to the provider. How? They can up-charge any amount 
they want.  And you have no choice.  You are held hostage. Vendors 
also take advantage by increasing your fees at renewal time. Often, 
cunning vendors deliberately delay the bad news.  They know you 
can’t move your critical business application quickly to another 
vendor.

Customers often feel trapped by vendors.  As a result, vendors force 
them down one of three paths. All three are ugly. 1 - They will 
reluctantly pay what the vendor asks and absorb the cost hit. 2 - The 
company searches for alternatives. That often leads to a forced and 
messy rollout that typically costs more than the original vendor’s 
fee increase. 3  - The last option is to ‘kluge’ a work around, or to 
simply give up. 

5 questions to ask your SaaS ERP vendor 
about pricing
Before you get too far into your selection process, you should 
ask the questions below to understand your total cost of 
ownership.

1. What functionality is NOT included to resolve my issues or 
problems?
At the end of the day, what is the total cost to fix your problem? A 
vendor should be confident to back up their cost figure.  Make 
them guarantee they’ll solve all the issues you raised.  
Danger sign.  Avoid (run from) any vendor that acts anxious to 
perform a software demo before fully understanding all your issues 
and problems.

2. What happens when I call customer support to solve an issue 
with your software?
Give the vendor “what if” scenarios and evaluate their responses. 
Where are the calls answered and handled? What costs are extra? 

3. What hidden costs are there when you train or test in a non-live 
environment?
Infrastructure is a big cost item to all SaaS vendors, and sometimes 
these vendors will have separate charges for infrastructure. This 
ends up not being a true SaaS model and is closer to a fee for each 
separate service. Anyone that has dealt with that model will know 
that everything costs extra. An additional or separate database – is 
there a charge? Is there an additional charge for another 
environment to train seasonal staff? Verify what infrastructure is 
included in your total cost of ownership.  

4. When we identify missing functionality, what is the availability 
and cost of resources?
Today’s SaaS ERP applications rival on premise applications that 
have been around for 20 years. Sometimes salespeople miss adding 
a module or functionality to your order and you find out later you 
need it. Imagine if you decide you need "unit of measure 
functionality" after signing, the vendor forces you to buy that 
additional module at an absurd price. Surprise!  Great vendors 
identify these factors up front and provide full transparency in the 
process.

5. How much will you raise my fees/costs at renewal time and 
when do you notify me?
Unfortunately you are not protected. If their notification period is 
sixty days or less, you won’t have enough time to move to another 
provider. Some vendors rely on this tactic to entrap you.

Vendor Hidden Costs Examples
Here are pricing examples from four leading vendors,  
exposed their hidden costs.

Vendor A
Vendor A’s pricing model was to charge $99 per a seat per a month 
and then a core charge of $2,995 a month. The core included a 
user, but was limited in functionality; it only included financials and 
some light customer relationship management. Other functionality 
such as a storefront, warehouse management, sales force 
automation and customer portals were changed as additional 
modules per a month. After identifying all the required modules 
the total cost of ownership was coming out to $495 per a user. Be 
aware you could ended up being charged 30% for maintenance just 
to be able to talk to someone. 

Vendor B
Vendor B’s pricing module is to charge a simple $275 a user and 
includes everything that you would get with an on premise model 
plus the infrastructure to run the application. This also includes 
maintenance, support and application upgrades. All your data is 
stored in one individual database and an additional non-live 
environment is included. This model provides transparency to your 
total cost of ownership.

Vendor C
Vendor C’s pricing model was to charge $69 per a seat per a month 
and then a core charge of $4,995 a month. The core included a 
user, but was limited in functionality; it only included financials and 
customer relationship management. Other functionality such as a 
storefront, warehouse management, sales force automation and 
customer portals were changed as additional modules per a month. 
In addition, they also charge on certain infrastructure items, such 
as separate databases, more frequent backups and additional 
document storage. The total cost of ownership per a seat ended up 
costing close to $895 a month. 

Vendor D
Vendor D’s pricing model was to charge $89 per a seat per a month 

and then a core charge of $5,995 a month. The core included five 
users, but was limited in functionality; it only included financials 
and customer relationship management. Other functionality such 
as a storefront, warehouse management, sales force automation 
and customer portals were changed as additional modules per a 
month. The vendor only sold through a value added reseller (VAR) 
and provided an upfront discount of 40% on the monthly price, 
which brought the per a seat price down to $350. Customization is 
required to get additional data elements integrated. In addition, 
since the implementation was time and materials and not a fixed 
fee, the VAR is not incented to finish on time and can go over 
planned scope. At the end of the day, the customer ended up on 
total cost of ownership as if he never got the discount at all.

Summary
Ask these questions for confidence and comfort.  Make pricing 
transparent.  Understand your full cost of ownership. Beware of the 
‘game player’.  If they fool you now, imagine what they’ll do after 
you’ve become a customer. For additional information please call 
us at (561) 571-9678.
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