PR®VUS

A Comprehensive
Guide to Services
CPQ vs. Product CPQ

Services CPQ vs Product CPQ. Choosing
the Right Path for your Organization




Introduction

q
[

CPQ technology has evolved significantly since its inception in the early 1980s,
when the first 'configurators' began transforming the sales process. Initially,
these tools empowered sales teams to provide customers with the ability to
customize products, linking product configurations directly to data held in
emerging ERP systems. Over time, CPQ software expanded to automate the
entire Configure, Price, Quote process, becoming a crucial tool for organizations
looking to streamline complex sales cycles, improve quote precision, and
maximize profitability.

Today, organizations rely on CPQ not only for automation but for its ability to
manage intricate pricing structures, varied configurations, and tailored quotes
across diverse industries. Yet, while both Services CPQ and Product CPQ
facilitate configuration, pricing, and quoting, they differ markedly in their
capabilities, customization potential, and ideal applications. This guide explores
the critical distinctions between Services CPQ and Product CPQ, helping you
select the solution that best fits your organization’s specific requirements.
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What is CPQ?

CPQ software automates the configuration, pricing, and quote generation for complex
products or services. These tools help sales teams reduce errors, accelerate deal cycles,
and deliver precise, reliable quotes. However, CPQ solutions differ in scope and
functionality, particularly when comparing CPQ platforms specifically built for services
orgs or product CPQ platforms customized to services use cases..

Key Definitions

Services CPQ: Tailored for industries focused on service delivery,

enabling the configuration of variables like project hours, labor costs,

geography-based rates, skill levels, and other service elements. \"”"r'
Services CPQ accommodates the unique, evolving requirements that ———
services organizations need for accurate project scoping and
resource allocation.

Product CPQ: Designed for organizations selling
physical products, enabling the configuration of
tangible goods with pre-defined options (like size,
color, and SKU). Product CPQ is focused on
itemizing and pricing products but doesn't adapt
dynamically for resource-based costing and
service-specific scoping.
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Understanding the Core
Differences Between Services
CPQ and Product CPQ

1. Configuration vs. Scoping Complexity

Services CPQ: Services CPQ is designed for project-based scoping, handling unique
configurations for service engagements that can change based on geography, skill levels,
resource availability, and specific client timelines. The scoping phase for service
organizations is fundamentally different from the straightforward configuration phase in
Product CPQ, involving elements like project phases, work breakdown structures, and
resource allocations.

Product CPQ: Configures predefined product attributes like SKU, color, size, and capacity.
Product CPQ is SKU-driven and limited by these fixed elements, making it less suitable for
adapting to custom project or resource requirements. Product CPQ lacks native support
for complex service elements like project phases or evolving resource needs.

2. Pricing Flexibility

Services CPQ: Services CPQ provides dynamic pricing, capable of adapting to various
factors, including resource costs, geography, skill levels, availability, and project
timelines. This flexibility enables service-based organizations to account for variable
costs like labor, overhead, and other resource-based expenses that fluctuate with project
requirements.

Product CPQ: Primarily constrained by fixed pricing structures tied to product SKUs,
Product CPQ cannot dynamically adjust pricing based on resource overheads or project
variables. This limitation makes it challenging for product-centric CPQ to accommodate
the variable costs associated with services and labor.
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3. Quote Generation and Detail Level

Services CPQ: Services CPQ generates quotes that reflect the depth of service
deliverables, including timelines, project milestones, and detailed breakdowns of resource
commitments. This includes unique contractual elements like service level agreements
(SLAs) and project-specific details tailored to the client’s needs.

Product CPQ: Produces quotes for specific products with itemized configurations,
focusing on product specifications, SKUs, and unit pricing. It lacks the granular
details required for service-oriented projects, such as phased deliverables,
resource allocation, or time-specific cost adjustments.

4. Time and Resource Dimensions

Services CPQ: For services, the time dimension is critical in delivering
accurate and timely project quotes. Services CPQ takes into account time-
based variables—such as the duration and sequencing of project phases—
making it a powerful tool for ensuring that timelines, resource availability,
and workload distribution align with project needs. This time-sensitive
approach is especially crucial in services industries where delays can
impact delivery and profitability.

Product CPQ: Time sensitivity is less central for Product
CPQ, as configurations revolve around physical product
attributes rather than variable delivery timelines. Product
CPQ does not natively support complex time-based
considerations, making it less adaptable for projects that
require scheduling, resource allocation, and phased
delivery timelines.
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5. Usage Scenarios and Industries

Services CPQ: Essential for sectors like professional services, consulting, marketing, and
IT services, where deliverables are project-specific and require a tailored approach for
each client. Services CPQ accommodates custom configurations and complex pricing,
making it ideal for services organizations where pricing, scope, and timelines vary widely.

Product CPQ: Best suited for industries selling physical products, including
manufacturing, retail, and technology hardware sectors, where configurations are
predefined. Product CPQ supports simple, attribute-based customization, which is more
suitable for product-centric organizations.

6. Workflow Integration

Services CPQ: Integrates seamlessly with Professional Services Automation
(PSA), resource management, and project management tools to support the full
project lifecycle. It enables services companies to manage not only quoting but
also resource allocation, project timelines, and task breakdowns from initial
quote to final delivery.

Product CPQ: Integrates primarily with Enterprise Resource
Planning (ERP) and Inventory Management systems to support
inventory tracking, order fulfillment, and logistics. This approach
is effective for organizations with simpler workflows focused on
product availability and order accuracy.
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Avoiding the Product CPQ
Customization Trap

Since Product CPQ’s inception services organizations have been trying to customize
product CPQ or build their own solutions because they believed that the level of
personalization they deliver to their customers was too complex for an out-of-the-box
solution. However, now with the rise of Services CPQ platforms services organizations
are able to truly transform to a connected services quoting strategy.

Services CPQ + Product CPQ Can be
Better Together

If you are running a business that both sells products like software, hardware or anything
else physical, but you are also providing services to implement, maintain or enable those
products you don’t have to choose between Product or Services CPQ.

Today's modern Services Quoting process is able to seamlessly integrate with Product
CPQ so that your sales team can holistically run your entire quoting process on the same
opportunity. This aggregates all of your customer sales cycle into a single place,
streamlining communications and providing opportunities to optimize both the products
being offered and the way in which services are being delivered.
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Benefits of CPQ Solutions

®

O
X
\ 4

Enhanced Accuracy

Automates complex configurations and pricing
models, reducing errors and ensuring consistency.

Scalability

Supports scalable growth in complex sales environments
by automating configurations and pricing adjustments.

Improved Efficiency

Accelerates the proposal and quoting process, enabling
sales teams to respond faster.

Higher Profitability

Provides tailored pricing based on unique project needs,
maximizing revenue and profitability.




Conclusion

Understanding the distinction between Services CPQ and Product CPQ is essential for
organizations looking to optimize their sales processes. While Product CPQ streamlines
quoting for tangible products, Services CPQ is critical for service-oriented organizations
that need dynamic configurations, flexible pricing, and time-sensitive, resource-specific
quotes.

Provus Services CPQ offers an advanced solution tailored specifically for services
organizations. Unlike traditional Product CPQ platforms, Provus Services CPQ is
designed to handle the unique challenges of project-based scoping, resource
allocation, and variable pricing. With its ability to account for factors like geography,
skill level, and resource availability, Provus Services CPQ enables companies to
generate precise, customized quotes that reflect the true scope and cost of service
engagements. By choosing a solution like Provus, your organization can develop a
connected services quoting strategy that will drive growth, streamline operations, and
enhance customer experience.
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PR®VUS

Provus provides Al-powered Services CPQ
solutions that help businesses optimize
margins, maximize revenue, automate their
quoting processes and accelerate turnaround
times. Built on the Salesforce platform, Provus
offers a comprehensive suite of features for
collaborative scoping, estimation, pricing,
quoting and Al driven quote optimization.
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