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INTRODUCTION: The Hidden Lever of Profitability
Price is the only element of the marketing mix that generates revenue. Everything else generates cost.

Yet most businesses treat pricing as an afterthought. They calculate costs, add a margin, glance at
competitors, and hope the market accepts the number. This approach doesn’t just leave money on the
table. It actively erodes brand positioning, distorts customer perception, and traps companies in race-to-
the-bottom competition.

The truth is simple: pricing isn’t accounting. It’s strategy. It’s the clearest signal you send to the market
about who you serve, what you value, and how confidently you stand behind your offering. When done
correctly, pricing becomes a growth engine. When done poorly, it becomes a silent profit leak.

This book exists to change how you think about price. You'll find:
e Aclear breakdown of the four core pricing archetypes and when to use them
e Frameworks for mapping customer value, not just product features
e Behavioral economics principles that influence buying decisions without manipulation
e Safe, repeatable methods for testing price points before full rollout
e Tiered, subscription, and hybrid models that scale predictably
e Industry-specific guidance for digital products, SaaS, and service businesses
e Margin-protection strategies that survive growth, competition, and market shifts

Whether you’re launching a new product, repositioning an existing line, or preparing to scale, this book
gives you a navigational system. Not guesswork. Not copying. A compass.

Let’s set the direction.



CHAPTER 1: Why Pricing Is a Strategy, Not a Calculation

Pricing decisions are rarely mathematical. They’re psychological, strategic, and deeply tied to
positioning.

1.1 Theoretical Foundation: Pricing in the Marketing Mix

In classical marketing theory, the 4Ps (Product, Price, Place, Promotion) form an interdependent system.
Price is unique because it directly captures value, while the others consume it. Economically, price
operates at the intersection of supply-side constraints (marginal cost, capacity, fixed overhead) and
demand-side dynamics (willingness-to-pay, price elasticity, perceived utility). Strategic pricing,
therefore, is not a financial calculation but a market-positioning decision that aligns internal capabilities
with external demand signals.

Key Definitions:

e Pricing Strategy: A long-term, structured approach to setting prices that aligns with business
objectives, market positioning, and customer value perception.

e Pricing Tactic: Short-term, operational adjustments (discounts, promotions, bundling) used to
drive immediate volume or clear inventory.

e Price Elasticity of Demand (PED): A microeconomic metric measuring the responsiveness of
guantity demanded to a change in price. Formula: PED = % Change in Quantity Demanded + %
Change in Price. If |PED| > 1, demand is elastic; if |PED| < 1, demand is inelastic.

1.2 The Cost-Plus Trap

Cost-plus pricing (Price = Direct Costs + Indirect Costs + Target Margin) feels safe. It guarantees
coverage. But it ignores three critical realities:

1. Customers don’t buy your costs. They buy outcomes.
2. Competitors don’t care about your margins.
3. Markets reward perceived value, not accounting accuracy.

Economically, cost-plus assumes a static cost structure and perfectly rational buyers. In reality, marginal
costs decline with scale, fixed costs are sunk, and buyers operate under bounded rationality. Companies
that anchor to cost-plus consistently underprice high-value offerings and overprice commoditized ones.
They optimize for safety, not growth.

1.3 Price as a Positioning Signal
Every price communicates:

e Quality expectations

e Target audience tier

¢ Brand confidence

e Competitive stance



Signaling theory in economics demonstrates that price acts as a quality proxy when information
asymmetry exists. A $29 SaaS tool says “accessible, functional, volume-driven.” A $299 tool says
“specialized, outcome-focused, premium support.” The product may be identical. The market response
will not be.

1.4 The Pricing-Strategy Alignment Test
Before choosing a model, answer these three questions:
1. Who exactly benefits from this offering, and what measurable outcome do they receive?
2. How does our brand want to be positioned in the customer’s mind?
3. What is the long-term margin target required to fund growth, innovation, and retention?
If pricing doesn’t align with answers to all three, it will create internal friction and external confusion.
1.5 Case Study: The $49 to $199 Shift

A B2B analytics dashboard priced at $49/mo struggled with churn and support overload. Buyers
expected full custom reporting, white-glove onboarding, and enterprise SLAs. After mapping actual
usage data and customer outcomes, the company:

e Repositioned as “self-serve for mid-market teams”
e Raised price to $199/mo with clear scope boundaries

e Added tiered onboarding and priority support as paid upgrades Result: Churn dropped 62%.
ARPU increased 304%. Support tickets fell 48%. The higher price filtered misaligned buyers and
attracted serious adopters.

Takeaway: Price isn’t a number. It’s a filter, a signal, and a growth lever. Treat it as strategy, not
spreadsheet math.



CHAPTER 2: The Four Pricing Archetypes
Most pricing models fall into four categories. Mastering them lets you match strategy to market context.
2.1 Cost-Based Pricing

Definition: Price anchored to internal cost structure plus a predetermined profit margin.

Theoretical Basis: Rooted in traditional accounting and manufacturing economics. Assumes costs are
stable, demand is predictable, and market competition is minimal.

Best For: Commoditized goods, regulated industries, internal cost-recovery projects, public sector
contracts.

Pros: Predictable, easy to calculate, minimizes loss risk, compliant with cost-audit requirements.

Cons: Ignores value perception, vulnerable to price wars, caps upside, fails in innovation-driven markets.
When to Avoid: Differentiated products, digital goods with near-zero marginal cost, brand-building
phases.

2.2 Competitor-Based Pricing

Definition: Price anchored to market leaders, category averages, or parity positioning.

Theoretical Basis: Derived from oligopolistic market theory and game theory (Nash equilibrium).
Assumes buyers use competitors as reference points due to information asymmetry or risk aversion.
Best For: Mature markets, price-sensitive audiences, entry-level offerings, highly substitutable
categories.

Pros: Low customer acquisition friction, easy to benchmark, reduces perceived risk, accelerates market
entry.

Cons: Race to bottom, erodes differentiation, reactive instead of strategic, ignores internal value
creation.

When to Avoid: When you have unique value, proprietary technology, or premium positioning goals.

2.3 Value-Based Pricing

Definition: Price tied to measurable customer outcomes, ROI, or perceived economic benefit.
Theoretical Basis: Grounded in microeconomic utility theory and Zeithaml’s Perceived Value Model.
Assumes price should reflect the differential economic advantage the buyer gains, not the seller’s cost.
Best For: B2B solutions, specialized services, high-impact products, SaaS, consulting, enterprise
software.

Pros: Maximizes margin, aligns price with results, supports premium positioning, incentivizes product-
market fit.

Cons: Requires rigorous research, harder to communicate, vulnerable if value isn’t proven or quantified.
When to Avoid: Commoditized categories, highly regulated pricing environments, early-stage validation
without clear ROI data.

2.4 Dynamic & Algorithmic Pricing

Definition: Price adjusts continuously based on demand signals, inventory levels, user behavior, or real-
time market data.

Theoretical Basis: Built on yield management theory, auction theory, and machine learning
optimization. Assumes willingness-to-pay is temporal and context-dependent.

Best For: Travel, e-commerce, event tickets, subscription renewals, peak/off-peak services, ride-sharing,
hospitality.



Pros: Captures maximum willingness-to-pay, optimizes capacity utilization, responds to market shifts in

real time.

Cons: Can trigger consumer backlash if opaque, requires robust tech infrastructure, risks trust erosion if

perceived as unfair.

When to Avoid: Relationship-driven B2B sales, fixed-contract enterprises, brand trust-sensitive markets,

highly regulated sectors.

2.5 Archetype Selection Matrix

. Recommended
Business Context
Archetype

New product, unknown Competitor - Value

demand (transition)

Differentiated solution Value-Based

High volume, low margin Cost-Plus + Dynamic

Validation Step

Willingness-to-pay
surveys, conjoint analysis

Map customer ROI,
quantify outcomes

Track COGS shifts,
automate repricing

Theoretical Guardrail

Avoid anchoring to
irrelevant competitors

Ensure value is
measurable, not
aspirational

Maintain minimum margin
floor

Service/Consulting alue-Based + Tiered

Package by outcome, not
ours

Define scope boundaries
to prevent creep

Takeaway: No archetype is inherently superior. The right choice depends on product maturity, audience

psychology, and growth stage. Align, don’t guess.



CHAPTER 3: The Value Perception Framework

Customers don’t pay for features. They pay for transformed states. Pricing succeeds when it maps to
perceived value, not internal cost structures.

3.1 Theoretical Foundation: Perceived Value Theory

Perceived value is a multidimensional construct defined in marketing literature as the consumer’s
overall assessment of the utility of a product based on perceptions of what is received and what is given.
The core equation can be formalized as:

Perceived Value = (Functional Utility + Emotional Resonance + Social/Strategic Benefit) + (Monetary Cost
+ Time Cost + Psychological Friction)

When the numerator outweighs the denominator, purchase probability increases. When it doesn’t,
price becomes an objection, not a reflection of product quality.

3.2 Mapping Customer Outcomes
Break value into three measurable layers:

1. Functional Value: Quantifiable performance gains (time saved, errors reduced, revenue
increased, costs avoided). Measured via operational metrics.

2. Emotional Value: Psychological states achieved (confidence, relief, status, control, peace of
mind). Measured via sentiment analysis, NPS, retention drivers.

3. Strategic Value: Long-term competitive or organizational advantage (scalability, risk mitigation,
market differentiation, compliance assurance). Measured via LTV, market share, strategic
partnership retention.

Price should anchor to the highest layer you can credibly deliver and consistently prove.
3.3 The Value Discovery Process
1. Interview 10-15 recent buyers. Ask: “What would you lose if this disappeared tomorrow?”

2. Quantify answers in time, money, or risk terms. Convert qualitative feedback into economic
equivalents.

3. Cluster responses into outcome themes. Map each to a pricing tier or add-on.
4. Validate with a small cohort before full rollout. Track conversion elasticity and support load.
5. Document value assumptions. Treat them as hypotheses, not facts.
3.4 The Kano Model Adaptation for Pricing
The Kano Model classifies features into Basic, Performance, and Delighter categories. Applied to pricing:
e Basic: Expected functionality. Must be included in base price. Absence causes dissatisfaction.

e Performance: Linearly correlated with willingness-to-pay. Scale with usage or outcome depth.



e Delighter: Unexpected value that drives advocacy and premium tolerance. Best monetized as
add-ons or enterprise tiers.

Pricing misalignment occurs when basic features are overpriced or delighters are given away freely.
3.5 Case Study: From $99 to $399 Without Losing Customers

A project management tool for agencies priced at $99/mo struggled with upsell resistance. Value
mapping revealed:

e Clients cared most about client-facing reporting, not task tracking
e Agencies lost 12+ hours/week compiling status updates manually
e Decision-makers valued predictability over features

New pricing:
e Base: $149 (core tool)
e Pro: $299 (client portals, automated reporting)

e Enterprise: $399 (SLA, dedicated success manager, custom workflows) Result: 68% upgraded to
Pro/Enterprise within 60 days. Churn dropped. Support load shifted from basic troubleshooting
to strategic onboarding.

Takeaway: Value isn’t what you build. It’s what the customer experiences and measures. Price
accordingly.



CHAPTER 4: Psychological Pricing & Behavioral Economics

Price is processed emotionally first, rationally second. Behavioral principles shape how buyers evaluate
fairness, urgency, and worth.

4.1 Theoretical Foundation: Prospect Theory & Mental Accounting

Daniel Kahneman and Amos Tversky’s Prospect Theory demonstrates that individuals evaluate potential
losses and gains asymmetrically. Loss aversion implies that the pain of losing is psychologically about
twice as powerful as the pleasure of gaining. Richard Thaler’s Mental Accounting theory shows that
people categorize money differently based on subjective criteria, affecting spending behavior. In pricing,
this means how you frame price changes, trials, and bundles matters more than the absolute number.

4.2 Anchoring & Decoy Effects

¢ Anchoring Heuristic: The first price encountered establishes a cognitive reference point.
Subsequent prices are evaluated relative to it, not in absolute terms. Show premium first, mid-
tier becomes “reasonable.”

e Decoy Effect (Asymmetric Dominance): Adding a strategically inferior option makes the target
option appear superior. Example: $49 (basic), $99 (pro), $89 (pro+ without key feature) - drives
pro selection by creating a clear dominance relationship.

4.3 Charm Pricing & Precision Framing

e Left-Digit Effect: 599 vs $100 exploits perceptual rounding. Works for low-consideration, high-
volume consumer purchases. Fades at B2B/enterprise levels where procurement evaluates total
cost of ownership.

e Precision Pricing: $97.50, $249.95 signal calculated fairness and data-driven methodology.
Round numbers (5100, $250) signal confidence, simplicity, and premium positioning. Context
dictates which format optimizes conversion.

4.4 Loss Aversion & Trial Design
Buyers fear loss more than they value gain. Frame trials as:
e “Keep what you’ve built” instead of “Lose access in 14 days”
e “Lockin early pricing” instead of “Price increases soon”
e “Risk-free” backed by clear refund terms, not vague guarantees
Trial design should minimize perceived downside while maximizing perceived upside accumulation.
4.5 The Fairness Threshold
Consumers accept higher prices when:
e They understand the cost drivers or value components
e They see transparent value breakdowns

e They feel in control of their choice architecture



e They perceive consistent treatment across segments
e Price changes are communicated with rationale and transition periods

Break fairness, and price becomes a trust issue. Fairness theory in behavioral economics dictates that
perceived inequity triggers negative word-of-mouth and brand switching faster than poor product
performance.

4.6 Practical Application Checklist
e Lead with premium anchor in pricing tables
e Use precise pricing for enterprise, charm for consumer
e Frame trials around preservation, not expiration
e Explain price structure transparently (what'’s included, why it costs this)
e Avoid sudden changes without communication or grandfathering
e Test decoy placements; ensure target tier wins >60% of selections

Takeaway: Psychology doesn’t replace value. It shapes how value is perceived. Use it ethically to guide,
not manipulate.



CHAPTER 5: Testing & Validating Price Points Safely

Guessing prices kills margin. Testing prices builds confidence. The key is doing it without alienating
existing customers or distorting brand perception.

5.1 Theoretical Foundation: Price Sensitivity Measurement
Three academic frameworks dominate price testing:

1. Van Westendorp Price Sensitivity Meter (PSM): Asks four questions to identify acceptable price
range, optimal price point, and price resistance thresholds. Maps indifference, affordability,
expensiveness, and cheapness curves.

2. Gabor-Granger Technique: Presents respondents with a series of prices and records purchase
intent at each level. Generates a direct demand curve for elasticity modeling.

3. Conjoint Analysis (Discrete Choice Modeling): Forces trade-offs between features, price, and
brand attributes. Reveals implicit willingness-to-pay for specific value components.

Each method has strengths. PSM identifies boundaries. Gabor-Granger maps direct response. Conjoint
reveals attribute trade-offs. Use in combination for robust validation.

5.2 The Price Testing Hierarchy
1. Willingness-to-Pay Surveys - Van Westendorp, Gabor-Granger
2. Conjoint Analysis - Trade-off testing between features, price, and brand
3. A/B Landing Page Tests > Same product, different price points, track conversion & revenue
4. Cohort Rollouts > New customers only, existing base grandfathered
5. Geographic/Channel Tests - Different markets, same offering, measure elasticity
5.3 The 3-Step Validation Protocol

Step 1: Baseline Measurement
Track current CVR, ARPU, churn, CAC, and LTV. Establish performance benchmarks. Calculate baseline
contribution margin.

Step 2: Hypothesis Design

Example: “Raising price from 549 to 579 will reduce conversion by 15% but increase net revenue by 38%
due to higher ARPU and lower support cost per user.” Define statistical significance threshold (typically
95% confidence, p < 0.05).

Step 3: Controlled Execution
e Test on new traffic only
e Run for 14-30 days (full purchase cycle)
e Track CVR, refund rate, support tickets, NPS

e Compare net revenue, not just conversion rate



e Use holdout groups for causal inference

5.4 Common Testing Mistakes

Testing on existing customers without communication = trust erosion

Changing price and features simultaneously = attribution breakdown

Stopping tests too early - incomplete cycle data, regression to mean

Ignoring cohort behavior - misleading averages, Simpson’s paradox

Optimizing for conversion instead of net revenue - margin trap
5.5 Case Study: The $19 to $39 Transition
A digital template shop tested $29 and $39 against $19 baseline. Results:
e $19:4.2% CVR, $1,260 net revenue
e $29:2.8% CVR, $1,540 net revenue

e $39:1.9% CVR, $1,482 net revenue Winner: $29. Lower CVR but higher net revenue and fewer
low-intent buyers. Support tickets dropped 31%.

Takeaway: Price testing is revenue optimization, not conversion optimization. Measure net impact, not
vanity metrics.



CHAPTER 6: Tiered, Subscription & Hybrid Models

One price rarely serves one audience well. Tiering and hybrid structures align price with willingness-to-
pay, usage patterns, and lifecycle stages.

6.1 Theoretical Foundation: Second-Degree Price Discrimination

Tiered pricing is an economic application of second-degree price discrimination, where firms charge
different prices based on quantity, usage, or feature bundles, allowing consumers to self-select into tiers
that match their willingness-to-pay. This extracts more consumer surplus without requiring
individualized negotiation (first-degree) or demographic segmentation (third-degree). Effective tiering
requires clear value differentiation, low switching friction, and intentional scope boundaries.

6.2 The Tiering Principle
Good tiers follow this structure:
e Entry: Low friction, core value, high volume. Acts as acquisition engine.
e Core: Best margin, most features, target audience. Designed for profitability.

e Premium: High-touch, advanced outcomes, enterprise/serious users. Captures maximum
willingness-to-pay.

Each tier should solve a distinct problem. Not just “more features.”
6.3 Subscription Economics
Key metrics to track:

e MRR/ARR growth

Churn rate (voluntary vs involuntary)

e Expansion revenue (upsells, cross-sells)

e CAC payback period (<12 months ideal)

e LTV:CAC ratio (>3:1 sustainable)

e Gross Margin % (target >70% for SaaS)
Subscription pricing works when:

e Value compounds over time

e Retention exceeds acquisition cost

e Upgrades feel natural, not forced

e Pricing aligns with usage or outcome metrics
6.4 Hybrid Models (One-Time + Recurring)

Examples:



e Setup fee + monthly maintenance

e License + annual support

e Core product + usage-based add-ons
e Course + community subscription

Hybrid models smooth cash flow, align pricing with delivery cost, and increase LTV without forcing full
subscription adoption. Economically, they separate fixed value capture (one-time) from variable value
delivery (recurring).

6.5 Tier Design Checklist

Each tier solves a specific outcome, not just feature count
e Core tieris clearly the “recommended” choice
e Premium includes service, access, or priority, not just software
e Entry tier doesn’t cannibalize core (limit scope intentionally)
e Upgrade path is obvious and frictionless
e Downgrade/exit policy is clear and fair
e Pricing reflects usage elasticity or outcome depth
6.6 Case Study: From Flat $99 to Tiered $49/$149/$299

A marketing automation tool used flat pricing. 60% of users needed basic features. 30% needed
integrations. 10% needed white-label and SLA.

New structure aligned price with usage and support load. Result: MRR * 72%. Churn {, 41%. Sales team
stopped discounting. Support costs per user |, 38%.

Takeaway: Tiers aren’t about extracting more. They’re about matching price to value delivery and
customer maturity.



CHAPTER 7: Pricing in Digital, SaaS & Service Markets

Digital and service offerings behave differently than physical goods. Margins scale, delivery is intangible,
and value is often delayed. Pricing must reflect that reality.

7.1 Theoretical Foundation: Digital Goods Economics

Digital products exhibit near-zero marginal cost, high fixed R&D cost, and network effect potential.
Traditional cost-plus pricing fails because marginal cost approaches zero. Instead, pricing must capture
value creation, fund continuous iteration, and leverage platform dynamics. Shapiro and Varian’s
Information Rules framework emphasizes that digital pricing should focus on versioning, bundling, and
subscription models rather than unit cost recovery.

7.2 Saas Pricing Principles

e Price by outcome, not seats or storage

e Align tiers with company size or usage maturity

e Include onboarding, success, and support as value drivers

e Avoid perpetual discounts; use annual billing incentives instead

e Track usage-based metrics (API calls, storage, active users) for elasticity modeling
7.3 Digital Product Pricing

Courses, templates, tools, and media face piracy, comparison, and “free alternative” fatigue. Counter
with:

e Clear implementation frameworks, not just content

e Community access or coaching components

e Version updates and lifetime access guarantees

e Transparent ROI calculators

e Anti-commoditization through proprietary methodology
7.4 Service & Consulting Pricing
Hourly billing commaoditizes expertise and misaligns incentives. Shift to:

e Project-based fixed pricing with scope boundaries

e Retainer models for ongoing advisory

e Performance-linked pricing where measurable

e Package tiers by outcome depth, not time spent

e Value-based scoping sessions before proposal generation

7.5 The Digital Margin Multiplier



Digital products have near-zero marginal cost. But that doesn’t mean race to bottom. Use margin to:
e Fund continuous updates
e Invest in community and support
e Finance R&D for next version
e Build brand authority and trust
Price low, and you attract price shoppers. Price fair, and you attract committed users.
7.6 Case Study: Course Pricing Shift

An online course priced at $49 struggled with completion rates and refund requests. Repositioned as
“implementation system + cohort + templates.” New price: $297. Included:

e  Weekly live Q&A
e Peer accountability group

e 12-month template updates Result: Completion rate I from 34% to 78%. Refunds {, 61%. LTV
M 3.2x via cohort upsells.

Takeaway: Digital pricing isn’t about content volume. It’s about transformation delivery and community
retention.



CHAPTER 8: Scaling Without Eroding Margin

Growth often kills profitability. Discounts, enterprise negotiations, and channel expansion silently
compress margins. Protect them with structure.

8.1 Theoretical Foundation: The Price Waterfall Model

The price waterfall traces the journey from list price to net realized price, accounting for discounts,
rebates, allowances, payment terms, and channel margins. Each step erodes gross margin. Scaling
without erosion requires mapping the waterfall, identifying leakage points, and instituting governance.
Theoretical margin protection relies on contribution margin analysis: Contribution Margin = (Price -
Variable Cost) + Price. When variable costs rise or net price falls, contribution shrinks. Scale requires
either price discipline or cost optimization.

8.2 The Discount Discipline
Discounts should be:
e Strategic, not habitual
e Tied to commitment (annual, volume, upfront)
e Time-bound and documented
e Replaced with value-adds when possible (support, training, priority access)
Rule: Never discount core price. Discount scope, term, or delivery speed.
8.3 Enterprise & Channel Pricing
B2B sales often demand custom pricing. Protect margin by:

e Publishing base pricing transparently

Creating approved discount thresholds by tier

Requiring ROI justification for exceptions

Tracking margin impact per deal in CRM

Implementing deal desk governance for >15% discounts
8.4 Price Increase Protocols
Raising prices is inevitable. Do it cleanly:

e Announce 60-90 days in advance

e Grandfather existing customers

e Explain value additions, not just inflation

e Offer migration path to new tier if needed

e Track churn impact vs revenue gain



Use cohort analysis to isolate price effect from market trends

8.5 The Margin Protection Dashboard

Track monthly:

Gross margin % by product/tier
Discount rate % of total revenue
Churn rate post-price changes
CAC payback period

Expansion revenue % of MRR

Net realized price vs list price

If discount rate >12% or gross margin <65%, intervene immediately.

8.6 Case Study: Scaling from $2M to $8M ARR

A SaaS company grew fast but margin dropped from 78% to 52%. Audit revealed:

Takeaway: Scale requires discipline. Protect margin with policy, transparency, and accountability.

34% of deals discounted beyond policy

Annual billing incentive ignored by sales

Enterprise custom pricing undocumented Fix: Implemented pricing guardrails in CRM, trained
sales on value-selling, tied commission to margin not just revenue. Result: Margin restored to

74% in 6 months. ARR continued growing at 41% YoY.

Growth without margin is just expensive activity.



CONCLUSION: Aligning Price, Product, and Purpose
Pricing is not a line item. It’s a leadership decision.

The right price attracts the right customers, funds the right product improvements, and signals the right
market position. The wrong price does the opposite: it invites misalignment, erodes trust, and traps
teams in discount cycles.

You now have a system:
e Choose the archetype that matches your context
e Map price to perceived value, not internal cost
e Apply behavioral principles ethically
e Test safely, measure net impact, iterate
e Structure tiers that scale with customer maturity
e Protect margin as you grow

Stop guessing. Start navigating.

Price is your compass. Point it toward value, clarity, and sustainable growth. The market will follow.



APPENDIX A: Pricing Strategy Selection Matrix

Recommended

Stage Product Type
Approach

. Value-Based +
Launch Digital/SaaS i
Entry Tier

. Tiered Outcome
Growth Service/Course o
Pricing

Hybrid (Base +

Validation
Method

WTP survey,
landing test

Cohort testing,
conjoint

CRM margin

Risk Mitigation

Grandfather early
adopters

Scope boundaries,
clear deliverables

Discount

Theoretical
Guardrail

Avoid anchoring to
irrelevant
competitors

Ensure tier
differentiation
exceeds feature
stacking

Track price waterfall

Scale B2B/Enterprise tracking, ROI thresholds,
Add-ons) T leakage monthly
justification approval workflow
. A/B pricing, Transparency, Maintain minimum
E- Dynamic + o . . .
Mature . . elasticity fairness margin floor in
commerce/Retail Psychological ) o )
modeling communication algorithm rules
Pre/post margin Communicate value
) L Archetype Shift + /p i 8 60-day notice, .
Pivot [Repositioning analysis, churn o addition, not cost
Grandfather migration path

Use this matrix to align pricing with business stage, product type, and growth goals.

tracking

recovery




APPENDIX B: Price Testing & Launch Checklist
Pre-Test Preparation
e Define hypothesis (price change - expected net revenue impact)
e Establish baseline metrics (CVR, ARPU, churn, support load)
e Select test cohort (new traffic, specific channel, geographic segment)
e Prepare pricing page variants (clear value breakdown, transparent terms)

e Set tracking (conversion, refund rate, NPS, support tickets)

Calculate required sample size for 95% confidence
Execution Phase

e Run test for full purchase cycle (14-30 days minimum)

e Avoid concurrent feature/marketing changes

e Monitor daily for anomalies (spikes in refunds, support load)

e Track net revenue, not just conversion rate

e Document qualitative feedback (sales calls, surveys, reviews)

e Maintain holdout group for causal validation
Post-Test Decision

e Compare net revenue impact across variants

e Analyze churn/retention implications

e Review support and onboarding load changes

e Select winner, document rationale

e Plan rollout communication (existing customers, sales team, marketing)
Launch Protocol

e Grandfather existing customers with clear timeline

e Update all pricing assets simultaneously

e Train sales/support on new structure

e Monitor 30-day post-launch metrics

e Schedule quarterly pricing review

e Archive test data for longitudinal analysis
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