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H O W  M U C H  D O  Y O U  PAY  F O R  A  C O F F E E ?



W H AT  W O U L D  Y O U  PAY  F O R …

















W H AT ' S  T H E  M O S T  &  L E A S T  Y O U ’ D  PAY ?
A C R O S S  A L L  O F  T H E S E  S C E N A R I O S



3 : 1  t o  1 0 : 1

T Y P I C A L  P R I C E  R A N G E S ,  M A X : M I N
S U C C E S S F U L  P R O D U C T  L I N E S



3 : 1  t o  1 0 : 1

T Y P I C A L  P R I C E  R A N G E S ,  M A X : M I N
S U C C E S S F U L  P R O D U C T  L I N E S

W h a t ’s  y o u r  
p r o d u c t ’s  

p r i c e  r a t i o ?



F O R  P R O D U C T  C AT E G O R I E S

1 0 : 1  t o  1 0 0 + : 1

T Y P I C A L  P R I C E  R A N G E S ,  M A X : M I N



W H Y  D O E S  P R I C E  R A N G E  M AT T E R ?

PERCEIVED VALUE & WILLINGNESS TO PAY
LOW HIGH

MANY

FEW

BUYERS

THIN PRICE RANGE



T O  M A X I M I Z E  Y O U R  R E T U R N

E X PA N D  Y O U R  P R I C E  R A N G E

THIN PRICE RANGE

WIDE PRICE RANGE

PERCEIVED VALUE & WILLINGNESS TO PAY
LOW HIGH

MANY

FEW

BUYERS



Y O U  H AV E  M O R E  P O W E R  T H A N  Y O U  T H I N K

Use the full range  

of your  

pricing power



M O S T  C O M PA N I E S  S E T- A N D - F O R G E T
A N O T H E R  M I S S E D  O P P O R T U N I T Y

O p t i m i z i n g  p r i c i n g   

m o r e  f r e q u e n t l y  

g e n e r a t e s  m o r e  r e v e n u e 


Source: Profitwell 2018 ARPU Study



Competition Cost Plus Ask Customers Guess

Your competitor  
sets the price

Your costs set a floor 
for your price

Your customers  
set the price

Just wing it

They don’t know 
the right price 
either

Don’t let your costs  
set a ceiling

You’re at their 
mercy

Why would you  
want to do this?

H O W  NOT  T O  S E T  Y O U R  P R I C I N G

?
I ❤ Being 
Compliant



T H E  C O M M O D I T I Z AT I O N  D E AT H  S P I R A L

M a t c h  t h e i r  p r i c e s

Yo u  l o w e r  p r i c e s

M a t c h  t h e i r  f e a t u r e s

Yo u  m a t c h  f e a t u r e s
T h e y  a d d  f e a t u r e s

T h e y  l o w e r  p r i c e s



T H E  C O M M O D I T I Z AT I O N  D E AT H  S P I R A L

D i f f e r e n t i a t e  y o u r  p r o d u c t

D i f f e r e n t i a t e  y o u r  p r i c i n g

R E V E R S I N G



W e a k  m o n e t i z a t i o n 


s t a r v e s  y o u r  o r g a n i z a t i o n  

o f  t h e  f u e l  i t  n e e d s   

t o  i n n o v a t e ,  m a r k e t ,   

a n d  d e l i v e r  g r e a t e r  v a l u e

S U B O P T I M A L  P R I C I N G  I S  R I S K Y



1 %  i m p r o v e m e n t  i n  

p r i c i n g  g e n e r a t e s  

m o r e  i m p a c t  t h a n   

a  s i m i l a r  i m p r o v e m e n t  

a n y w h e r e  e l s e

Y O U R  M O S T  P O W E R F U L  T O O L

Source: Marn & Rosiello, Harvard Business Review 1992



A G E N D A  F O R  T O D AY

 PRICING IS YOUR UNTAPPED SUPERPOWER


 PRICING IS MUCH MORE THAN A NUMBER


 7 STEPS TO VALUE-BASED PRICING


 PRICING FOR MAXIMUM RETURN



T H E  A C T U A L  P R I C E  I S  A  S M A L L  PA R T



T H E  A C T U A L  P R I C E  I S  A  S M A L L  PA R T

• Segment, Vertical, Ideal target customer, Buyer, 
Channel, Location, etc.


• Product, Positioning, Packaging, Social Proof, 
Design, Integrations, Guarantees, etc.


• Price, Localized pricing, Subscription vs. Purchase, 
Term, Bundles, Add-ons, Charm, Discounts, etc.


• Much more…

To optimize your pricing model,  you can adjust…



P R I C I N G  M O D E L :  E V E R Y T H I N G  B U T  T H E  P R I C E

Pricing models present a prime opportunity for  
strategic innovation & competitive advantage



T H E  P O W E R  O F  P R I C I N G  M O D E L S

You can generate value with innovative pricing models



T H E  P O W E R  O F  P R I C I N G  M O D E L S

You can generate value with innovative pricing models



You can generate value with innovative pricing models

T H E  P O W E R  O F  P R I C I N G  M O D E L S



A G E N D A  F O R  T O D AY

 PRICING IS YOUR UNTAPPED SUPERPOWER


 PRICING IS MUCH MORE THAN A NUMBER


 7 STEPS TO VALUE BASED PRICING


 PRICING FOR MAXIMUM RETURN



VA L U E  B A S E D  P R I C I N G ?
W H AT  I S …

Value based pricing aligns the amount you charge  

with the amount of value your customers perceive



7  S T E P S  T O  VA L U E  B A S E D  P R I C I N G

Start here 1. Agree on your pricing objective


2. Discover customer values


3. Determine metrics


4. Segment for maximum return


5. Develop your pricing grid


6. Consider add-ons, bundles, & more 


7. Test, iterate & optimize

Not here



1 .  A L I G N  O N  Y O U R  # 1  P R I C I N G  O B J E C T I V E

A C R O S S  Y O U R  E N T I R E  O R G A N I Z AT I O N

Revenue


Profit


Market Share


Retention


Market Entry


Block Competition


Spark Interest


Others



“ There are two kinds of companies, 

those that work to charge more, 

and those that work to charge less. 

We will be the second. “


Jeff Bezos

H I G H E R  P R I C E S  A R E N ’ T  A LW AY S  B E T T E R



2 .  A LW AY S  D O  Y O U R  R E S E A R C H
O U T S M A R T  Y O U R  C O M P E T I T O R S

Discover your  

customers’ perception  

of value



3 .  D E T E R M I N E  K E Y  M E T R I C S
A L I G N  P R I C I N G  W I T H  C U S T O M E R  P E R C E P T I O N  O F  VA L U E

Value metric


Pricing metric



D E T E R M I N E  K E Y  M E T R I C S

Speed


Capacity


Comfort

Transactions


Leads


Engagement

Risk


Fun 


Closer Relationships


Value metrics    =  ways customers measure worth



Pricing metrics  =  units you choose to determine the price

Value metrics    =  ways customers measure worth

D E T E R M I N E  K E Y  M E T R I C S

Per user


Per GB

Per lead


Per transaction

Per month of fun


Per reduction in risk

Choose pricing metrics that best track the top value metrics



D E T E R M I N E  K E Y  M E T R I C S

Value metrics come from researching your customers


Pricing metrics present opportunities to innovate



VA L U E  B A S E D  P R I C I N G  I N  A C T I O N

COST BASED PRICING VALUE BASED PRICING

Paper Magazine Ads Google AdWords

Charge For Value Metrics Pricing Metrics

Size & Location of ad, 
Color vs B&W,

# of Magazines delivered

Ad effectiveness,  
Viewer relevance

Pay per click,  
Keyword demand



T H E  VA L U E  O F  M E T R I C S

Choosing what to charge for  

has far more impact than 

choosing the amount to charge



4 .  S E G M E N T  F O R  M A X I M U M  R E T U R N
C O N S I D E R  E A C H  S E G M E N T  S E PA R AT E LY



4 .  S E G M E N T  F O R  M A X I M U M  R E T U R N
C O N S I D E R  E A C H  S E G M E N T  S E PA R AT E LY

• have different perceptions of what’s most valuable

• perceive different amounts of value from the same product

• have different value metrics


To maximize return, identify best metrics for each segment

Different market segments often



7  S T E P S  T O  VA L U E  B A S E D  P R I C I N G

Start here 1. Agree on your pricing objective


2. Discover customer values


3. Determine metrics


4. Segment for maximum return


5. Develop your pricing grid


6. Consider add-ons, bundles, and more 


7. Test, iterate & optimize

For another day



A G E N D A  F O R  T O D AY

 PRICING IS YOUR UNTAPPED SUPERPOWER


 PRICING IS MUCH MORE THAN A NUMBER


 7 STEPS TO VALUE-BASED PRICING


 PRICING FOR MAXIMUM RETURN



U S E  Y O U R  U N TA P P E D  P R I C I N G  P O W E R



U S E  Y O U R  U N TA P P E D  P R I C I N G  P O W E R



T O  P R I C E  Y O U R  P R O D U C T S  F O R  M A X I M U M  R E T U R N …

First agree on your pricing objective, then make sure you know:


• What your customers value most


• What are their value metrics


• What are your best pricing metrics


• What are the most valuable segments to target


• What are the right prices



Y O U  D O N ’ T  H AV E  T O  G U E S S

Guessing



A L L  O F  T H E S E  A R E  K N O W A B L E

All of these depend on  
your customers’ perception of value 

Customer perception of value  
can be discovered & measured



D O  Y O U R  R E S E A R C H :  TA L K  T O  Y O U R  C U S T O M E R S !

Yo u  w o n ’t  f i n d  

t h e  r i g h t  

p r i c i n g  m o d e l  

a t  y o u r  d e s k ,  

o r  b y  t a l k i n g  

w i t h  c o w o r k e r s



WHAT’S A CUP OF COFFEE WORTH?



WHAT’S A CUP OF COFFEE WORTH?

Coffee with your customers to discover their values?



WHAT’S A CUP OF COFFEE WORTH?

Coffee with your customers to discover their values?

PRICELESS
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