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1. Introduction
1.1. Document Objective

The purpose of this document is to provide a pricing model for the <Enter product
name>.

<Comment: The “MVP Pricing Model Template” is designed to be used in
conjunction with the “MVP Pricing Model Spreadsheet” and the “PMTK MVP
Model Flowchart”. Price is the specification of what a seller wants in exchange
for granting right of ownership or use to a product. Pricing is the act of setting a
price. Knowledge prerequisites to building a pricing model are:

* Body of Knowledge — customers, competitors, complimentary.

* Knowledge of Costs — cost of goods, cost of selling, and overhead or
variable).

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

as sequential stages in the pricing process [(see~th “ \VIVP  Model

Flowchart”):
* Pricing Scheme — outline of the overall pricing approach that encompasses the
principles for pricing the specific product (how

* Price Mix — price related aggregate'of 10 mation and conditions that the
customer is presented with (how-to ;

{VP Pricing Process”. The steps in this

alue and functionality that were given to the customer and not the resources
invested in the product.>

2. Pricing Scheme
2.1. Section Objective
The purpose of this section is to determine the pricing scheme which is an outline
of the overall pricing approach.
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2.3.
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<Comment: The pricing scheme encompasses the principles for pricing the
specific product. The pricing scheme is comprised of three distinct components
that effectively act as sequential stages in the pricing process:

* Objectives — description of what a company wants to achieve through pricing its

products.
» Strategies — primary method to pricing that relies on a particular pricing
decision factor.

* Tactics — pricing actions which are dependant on the particular life cycle stage
of the product that is being priced.>

Pricing Objectives

<Describe the pricing model’s objectives. Explain why the partic
objectives are sought.>

<Comment: “Pricing Objectives” describe what a company
through the pricing of its products. Common pricing mode

* Profit (Income) — most financial gain.

* Units (Share) — biggest market share.

* Revenue (Sales) — largest volume of sales.

* Signal (Marketing) — indication to market or try.

Pricing Strategies
<Describe the strategy that will be ugt
particular strategy was selected.>
<Comment: Common pricing mode ategies are:
* “Cost-Plus” (Margin) @ '
* “Going-Rate” (Competiti uses competitors' prices as the primary pricing

decision factor.
* “Market-Will-Bea

primary pricing decision factor.
relies on customers’ relative importance and paying
pricing decision factor.>

8, “Base Price” that is recommended for this product.>

ent: “Base Price” is the initial price of a product before any
ation. 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.>

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 any
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:
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* “Inferred Price” (Implicit) — asking customers “How important to you is
this product relative to [other products]?”, and the price is concluded
based in their answers.

* “Declared Price” (Explicit) — asking customers “How much are you
willing to pay for this product?”, and the price is explicitly declared by
them.

* “Derived Price” (Determined) — price is determined based on attributed
benefit. Determination of the “Derived Price” is preformed using the
“MVP Pricing Mode” Spreadsheet”.>

2.4. Pricing Tactics

* Describe the tactic or tactics that will be used in the pricing
lifecycle stage and possibly at later lifecycle stages.

* Explain why the particular tactic or tactics were selected:

* When relevant, determine the alteration applied to the ac ¢

selected.>

“Product Life Cycle Model” (PLC Model). For additional information about the
PLC Model, see the “Extending ProductLife Cycle Stages” book chapter which
can be found in “The Product Manages kit: Methodologies, Processes and
Tasks in High-Tech Product Ma
Common pricing model tactics are;
e Introduction PLC Model Stag

o Skimming (High Pyi

setting a high price for a new product to gain
nts willing to pay the high price.
riefly setting a low price for a new product in
ber of buyers and a large market share.

O s
%{atunw and Decline PLC Model Stages
%o)lnitiatives:

*Reductions — universal, non-discriminatory and non-conditional official list

price decreases.

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

individual products purchased separately.

o Reactions:
*Anything ...>
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3. Pricing Formula

3.1. Section Objective
The purpose of this section is to determine the elements of a pricing formula used
to calculate the price. The pricing formula allows the application of pricing
changes to specific markets or competitive regions.
<Comment: The pricing formula is comprised of three distinct sections:

* Variables — price changes based on product characteristics.
* Discounts — deductions from the list price.
* Licensing — variations in rights to usage and ownership.>

3.2. Pricing Variables
<Describe the pricing variables that will be used in the pricing
variables relevant to your market and product. Pricing variabl
to all products.>
<Comment: Pricing variables allow the application of p
markets or competitive regions. Pricing variables—a
the product on which different price adjustme
can also be viewed as being deliverable-based
are commonly used pricing variables:
* General Pricing Variables
o Scale — Number of users.
o Schedule — Pace at which the pro
o Implementation Challenges — nique implementation issues.
o Transactions — Number of t H@ll ns/{commerce applications).
* Technological Pricing Vatiables
o Security Issues 1 ve different levels of security needs and
rexseeurity is the issue.
arges can be presented if a company demands

o’Cash — immediate payment (via bank notes or cheque).
o Volume — large quantity purchase.
o Time-frame — purchase made within prescribed periods.
* 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 product
releases for current customers to maintain customer loyalty.
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*Competitive Upgrade — form of trade-in that grants a reduced price of new
product for relinquishing the license or ownership to a competing product.
o Rebate — reimbursement for a portion of the purchase price, in exchange for
customer information.
* Global — universal, non-discriminatory, non-conditional deduction from the list
price, for enticement purposes.>

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

<Comment: Licensing is commonly applied in the following ways:
* Perpetual License — non-expiring ownership and usage rights to a
* Conditional License — expiring ownership and usage right,

particular product.

A “Perpetual License” is often based on a oné
often based on reoccurring fees. Licensing
combination, and can complement or substitit
commonly include the following options:
* One-time Fee — one time fixed charge enables constant use of the product.

ne’ fee erm License” is
v be “applied singly or in

* Recurring Fee — fixed
renewed periodically
* Usage Fee — charge p it easure that is tallied at regular intervals.>

o Variables — price changes based on product characteristics.
o Discounts — deductions from the list price.
o Tax — levies imposed by law.
o Shipping — product transporting charges.
* Monetary — payment terms and conditions.
o Payment Forms — means of payment as cash, credit card, check, or wire
transfer.
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o Payment Terms — payment conditions as currency type, letter of credit and
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 and ownerships
rights granted to the customer.

o Terms and Conditions — setting of requirements and obligations for the
parties.

o Disclaimer — denial of responsibility to events to discourage legal action.>

Pricing Model

5.1. Section Objective @
The purpose of this section is to describe the pricing model struc that will be
applied to <Enter product name>.

5.2. <Product Name> Pricing Model
<Describe the entire actual pricing model that
is in effect a summary and concise aggregate of th
<Comment: This pricing model should be describea
way in order that it may be implemented,

be applied to the product. This
>¢ding sections.>
ran actionable and realistic

5.3. Pricing Model Clarity
<Define and list principals sed 0 teX¢larity within the pricing model.>

ways expectito) be presented with an easy to understand
¢ % mdy serve the vendor well as they cover many
cred

disengagement at the customer’s end.>

and list market and customer data that was used. When relevant, detail
the data directly supports the decision made regarding the pricing model.>

6 ompetitor’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 of creating the
pricing model.>

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

8.2. Assumptions @
<Describe any assumptions made when writing

8.3. Research Information
<If relevant, describe and list the type and scop
course of writing this document.>

gsearch conducted in the

8.4. Product Diagram/Architecture
<If relevant, describe the produg
schematic diagram.> O

S

sture and modules accompanied by a
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