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1. Introduction

1.1. Document Objective
The purpose of this document is to provide a pricing model for the <Produ
Name>.
<Comment: The “MVP Pricing Model Template” is designed to be u
conjunction with the “MVP Pricing Model Spreadsheet” and the “P
Model Flowchart”.
Price is the specification of what a seller wants in exchange for gran
ownership or use to a product. Pricing is the act of setting a pri
Knowledge prerequisites to building a pricing model are:
* Body of Knowledge — customers, competitors, co
* Knowledge of Costs — cost of goods, cost of selli

variable).

The “PMTK MVP Model” is comprised of three distinc at effectively act

as sequential stages in the pricing pro “PMTK MVP Model

Flowchart”):

* Pricing Scheme — outline of the overa oach that encompasses the
principles for pricing the specifi

* Pricing Formula — cal ows the application of pricing
changes to specific markets gions (how to calculate).

* Price Mix — price Information and conditions that the

customer is presente

stage pricing tactics.
g formula.
price mix.>

< and describe the product for which the pricing model is being
eveloped.>
omment: Remember that the price a customer will ultimately pay should reflect
the value and functionality that were given to the customer and not the resources
invested in the product.>
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2. Pricing Scheme
2.1.

2.2.

2.3.

Section Objective
The purpose of this section is to determine the pricing scheme which is an outline
the overall pricing approach.
<Comment: The pricing scheme encompasses the principles for pricinggth
specific product.
The pricing scheme is comprised of three distinct components that effe a
as sequential stages in the pricing process:
* Obijectives — description of what a company wants to achieve throu
products.
* Strategies — primary method to pricing that reli n a
decision factor.
* Tactics — pricing actions which are dependant o
of the product that is being priced.>

cle stage

Pricing Objectives

<Describe the pricing model’s objectives.
objectives are sought.>
<Comment: “Pricing Objectives” descr
through the pricing of its products.
Common pricing model oljéatives
* Profit (Income) — most fi i
* Units (Share) — bigg
* Revenue (Sales) — la
* Signal (Marketing) — I rket or industry>.

0 why the particular objective or
a ompany wants to achieve

Pricing Strateqi
<Describe t

n) — uses costs as the primary pricing decision factor.
ompetition) — uses competitors' prices as the primary pricing

ependencies as the primary pricing decision factor.
et-Value " (Value) — relies on customers’ relative importance and paying
propensity as the primary pricing decision factor.>

2.3.1. Base Price

<Determine the “Base Price” that is recommended for this product.>

<Comment: “Base Price” is the initial price of a product before any
alteration. This section is conditional on selecting either the “Cost-Plus”
or “Going-Rate” or “Market-Will-Bear” pricing model strategy. Delete
this section if not applicable.>
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2.3.2. Market-Value Price (Base Price)
<Determine the “Market-Value Price” that is recommended for this
product. The “Market-Value Price” will serve as the “Base Price”.>

<Comment: “Base Price” is the initial price of a product before an
alteration. This section is conditional on selecting the “Market-Value
pricing model strategy. Delete this section if not applicable.
Methods for performing “Market-Value Pricing” include:
* “Inferred Price” (Implicit) — asking customers “How import is

this product relative to [other products]?”, and the price

based in their answers.

u
are

* “Declared Price” (Explicit) — asking customers *

willing to pay for this product? ”, and the ex,
them.
e “Derived Price” (Determined) — price is mine e attributed

benefit. Determination of the “Derived rmed using the

“MVP Pricing Mode” Spreadsheet ”.>

2.4. Pricing Tactics
e <Determine and note the present life c
* Describe the tactic or tactics that

roduct is conceivably at.
ricing model, at the present

lifecycle stage and possibdy at la S.

* Explain why the particu& tic ere selected.

* When relevant, deterfii e ied to the base price, based on tactic
selected.>

<Comment: Pricing m ics ricing actions which are dependant on the

oduct that is being priced, relevant to the
Model). For additional information about the
pig Product Life Cycle Stages” article found at the

particular life cy
“Product Life C
PLC Model,

revenues from segments willing to pay the high price.
n (Low Price) — briefly setting a low price for a new product in
0 attract a large number of buyers and a large market share.

o Diversification (Product Family) — create product variants with new price
points.

o Captive Product — offer an imbalanced price ratio of a product’s components
which are sold separately.

o Discrimination — charge different market segments with different prices for
same product.

» Maturity and Decline PLC Model Stages

o Initiatives:
Reductions — universal, non-discriminatory and non-conditional official list

price decreases.

[ MVP_Pricing_ Model 30 Evaluation Copy | Page 5 of 9 Pages | Saturday, April 18, 2009

Copyright © 2007 NPD Strategy. Content Copyright © Blackblot. Used by permission. All rights reserved.

This document is provided "as-is" with no explicit or implicit guarantee or warranty as to the accuracy of the information contained here.
The author claims no responsibility, implied or otherwise, to anyone wishing to act or follow the content of this document.



NPD Strategy Product Manager’s Toolkit™ www. npdstrategy.com

* Part of the “Market-Value Pricing™” seminar.

-Bundling — price of a set of products is lower than the sum total of the

individual products purchased separately.
o Reactions:

Anything ...>

3. Pricing Formula
3.1. Section Objective
The purpose of this section is to determine the elements of a pricing
to calculate the price. The pricing formula allows the appli
changes to specific markets or competitive regions.
<Comment: The pricing formula is comprised of thr,
* Variables — price changes based on product char
* Discounts — deductions from the list price.
* Licensing — variations in rights to usage and owner

3.2. Pricing Variables
<Describe the pricing variables that will
variables relevant to your market and pro

to all products.>
<Comment: Pricing varia* n of pricing changes to specific
markets or competitive, re ables are usually characteristics of
the product on which ents can be made. Pricing variables
can also be viewed as b
The following are co
* General Pricin
o Scale — Nu

he pricing model. Select the

r variables are not applicable

g variables:

he project is to be completed.

nges — Any unique implementation issues.

er of transactions (commerce applications).

g Variables

s — Companies have different levels of security needs and
references when it comes to security.

anagement — Charges can be presented if a company demands
onal or complex management layers.

erved Capacity — Some clients will need granted service levels in terms of
performance, response times. The charge for this service is usually fixed and
dependent on service level.>

. Discounts
<Describe the pricing discounts that will be used in the pricing model.>
<Comment: Pricing discounts are commonly applied in the following ways:
* Modifiers — conditional deduction from the list price.
o Cash — immediate payment (via bank notes or cheque).
o Volume — large quantity purchase.
o Time-frame — purchase made within prescribed periods.
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* Allowances — conditional refund only in form of a deduction from the list price
in exchange for customer action.
o Trade-in — item of property given in part payment upon purchase.
-Upgrade — form of trade-in that grants a reduced price of new produc
releases for current customers to maintain customer loyalty.
-Competitive Upgrade — form of trade-in that grants a reduced price
product for relinquishing the license or ownership to a competing p
o Rebate — reimbursement for a portion of the purchase price, in e
customer information.
* Global — universal, non-discriminatory, non-conditional ded
price, for enticement purposes.>

3.4. Licensing
<Describe the licensing scheme that will be used in

<Comment: Licensing is commonly applied in the fo

* Licensing Mix — combination of pe erm licenses relative to a

particular product.

ime fee. “Term License” is often is
based on reoccurrin . tes may be applied singly or in
combination, and ca Ubstitute a base price. Licensing fees
commonly include the f :

arge that enables limited time use of the product, but is
at regular intervals.

he purpose of this section is to determine the price mix presented to the customer.

4.2. Price Mix
<Describe the price mix that will be used in the pricing model.>
<Comment: The “Price Mix” is comprised of the following elements:
* MSRP — manufacturer's suggested retail price.
* Adjusters — variations to the MSRP.
o Variables — price changes based on product characteristics.
o Discounts — deductions from the list price.
o Tax — levies imposed by law.
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o Shipping — product transporting charges.
* Monetary — payment terms and conditions.
o Payment Forms — means of payment as cash, credit card, check, or wire
transfer.
o Payment Terms — payment conditions as currency type, letter of credit an
purchase prerequisites.
o Credit Terms — schedule for delayed payment(s).
» Contract — granted rights to usage, ownership and benefits.
o End-User License Agreement (EULA) — perimeters of usage ang
rights granted to the customer.
o Terms and Conditions — setting of requirements and
parties.
o Disclaimer — denial of responsibility to events

Pricing Model

5.1. Section Objective
The purpose of this section is to describ
applied to <Product Name>.

5.2. <Product Name> Pricin del
<Describe the entire actual'Yrigg will be applied to the product. This

is in effect a summary of the preceding sections.>
<Comment: This prici be described in an actionable and realistic
way so it could be imple

model structure that will be

5.3. Pricing Model

to promote clarity within the pricing model.>
ays expect to be presented with an easy to understand
price models may serve the vendor well as they cover many

pose of this section is to describe the market, competition and customer
jata used in support of creating the pricing model.

. Market/Customer Data
<Describe and list market and customer data that was used. When relevant, detail
how the data directly supports decision made regarding the pricing model.>

6.3. Competitor’s Pricing
<Describe and list any relevant pricing information (pricing, rates, models, mix)
used by the competition.>
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7. Pricing Model Assumptions
7.1. Section Objective
Describe assumptions made in support of creating the pricing model.

7.2. Pricing Model Assumptions
<Describe and list any assumptions, whatsoever, made in support o
pricing model.>

. Supporting Data
8.1. Section Objective
The section provides data in support of claims,
statements made throughout this document.

8.2. Assumptions
<Describe any assumptions made when g ocument.>

8.3. Research Information
<If relevant, describe an‘t thi Q scBpe of research conducted in the
course of writing this gocu
re

8.4. Product Diagram/Arc
<If relevant, descri
schematic diagra

<
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