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Welcome

Jason Tanner

Former software product manager

17+ years of Scrum & Agile

9+ years Marine Infantry Officer

CEO and Certified Scrum Trainer® (CST)




What's the price?
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The Profit Stream Canvas



The
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Canvas

Customer
What does my customer value?

+Hard / Tangible

+ Soft/ Intangible

What might my customer pay for this?

Value Exchange

How do | 'trade value for m

Annual license? transactior

N

Customer ROI

Is this sustainable for my customer?

+ TCO vs. Benefits

Is it better than competing or

alternative of

Pricing
How much money will this cost?
What is the Price?

+ Structure
+ Specifies

Policies

Solution

/hat are the

ays | can provide value

tomyc omers?

Vhat ar (other) | can

provide /

23}

Customer Licenses

What are the Terms

nd condi

of the use of the solution?

Rights / Restrictions

Are they fixed? Negotiated?

>

Profit Engine

How do | design/enginec

sustainable business?

Solution ROI

ustainable?

+ Revenue

Improvements over time?

X

Compliance

How do | maintain / honor my

> with external stakehol
s)

AA, COPEA

relationshij

(societal stakeholde

+ GDPR, FERPA, }

Solution Licenses
What are my in-licenses?

How do | manage them?

ey impact my model?

How do t




The Profit Stream
Pricing Model



The Profit Stream Pricing Model

Uses Systems Thinking to identify and
manage all aspects of a value-based
approach to pricing that maximizes
profit over time.




The Profit Stream Pricing Model

STRATEGY

.-~ Price Strategy defines how

you intend to compete and
position your product



The Profit Stream Pricing Model

.-~ Price Strategy defines how
STRATEGY - you intend to compete and
position your product

Price Structure drives pricing
by different segments and
solution attributes

STRUCTURE
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The Profit Stream Pricing Model

.-~ Price Strategy defines how
STRATEGY - you intend to compete and
position your product

Price Structure drives pricing
by different segments and
solution attributes

STRUCTURE SPECIFICS

"'+ - - Price Specifics identify the
actual price levels offered to
different customer segments
including all the details
related to the chosen value
exchange model.




The Profit Stream Pricing Model

Price Structure drives pricing
by different segments and
solution attributes

Price Policies establish the
processes and procedures
needed to ensure the integrity
of the price structure under
pressure from customers

and competition.

.
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STRATEGY

STRUCTURE SPECIFICS

POLICIES

- - Price Strategy defines how

you intent to compete and
position your product

"'+ - - Price Specifics identify the

actual price levels offered to
different customer segments
including all the details
related to the chosen value
exchange model.
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\What pricing strategies
do you know?
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10 Pricing Strategies for
Software-Enabled Solutions



Penetration

Price low for growth

e Quickly attract many customers to a
new product

e Strategy often changed to increase prices
as product adoption increases

e Risks

o  Customers may expect continued low prices... forever.

o  Competitors may respond by lowering prices.
o  Price sensitive customers may leave if you attempt to
raise prices.
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ﬂ FreshBooks

Accounting Software Built for
Business Owners and
Accountants

Limited Time Offer
Get 60% Off for 4 Months

BUY NOW & SAVE

Excellent (Based on 3457 GetApp reviews)
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Premium

High premium price

e Set a higher price relative to competitors
through a combination of positioning, brand,
and/or quality

e Superior product performance, great customer
service and/or delivery of additional value over
time is needed to maintain high prices
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Competitive

Follow the market

e Set price based on competitor prices
or cost of substitutes

e Price may be set higher or lower than
competitors to maximize profitability

g)ammoamf'/'
A MOUNTAIN OF

Yo
® a=n

ENTERTAINMENTTM

at $4.99/month. Cancel anytime.

TRY IT FREE

Bingeworthy TV, Hit Movies,
Live Sports & So Much More

Stream it all for only $4.99/month. Cancel anytime.

Pick a Plan

peqcock;
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Stable

Smooth

e Set price to remove variability in
use or purchasing
e Benefits customers who experience

substantial variation in consumption.

e Expenditures

] o
More power for small teams i II

who want better collaboration

$7.25 USD

per person/month, when billed yearly
$8.75 USD per person/month when billed monthly

All the benefits of Free, and:

v Unlimited message history
v Unlimited apps and integrations
v Unlimited lightweight, voice-first huddles

v Secure work with other companies using
Slack Connect channels

ol
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Dynamic
Demand

e Adjusts prices based on changes in
customer demand u b

e Maximize profit while matching what er
customers will pay at the moment they
are ready to purchase

e |Increase price as demand increases

UNITED &
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High-Low
Discounts

e Designed for products with a limited
time of attractiveness

e Price s set high initially when the
product is most desired

e Priceis lowered, often dramatically, as
interest or relevance declines
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Economy

Budget

e Price lower than the competition to

gain volume
e A “no-frills” product that meets the basic

needs of the consumer

&

DOLLAR SHAVE CLUB
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Skimming
Progressive

e Maintain the highest price possible
over time

e As competition and other forces drive
prices lower, revenue and profit are
continuously skimmed

e Prices are carefully and progressively
lowered over time as the market matures
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Loss Leader
>+ Dropbox

Att ra ct i o n O Billed monthly @ Billed yearly

& For individuals £a For households & For solo-workers

. . Plus Family Professional

Off h hl d t d d t | $9.99 / month $16.99 / family / month $16.58 / month
¢ €r one highly discounted product along

with other more expensive related

or purchase now >

e Inexpensive product is offered at a loss to
. & For growing teams &, For complex teams £, For large organizations
generate sales of the more expensive
$15 / user / month $24 / user / month Contact sales for pricing

57TB (5000 GB) - 3+ users As much space as needed, once purchased - 3+ As much space as needed + Customizable

produCtS o
gt 2 il 2

or purchase now > or purchase now >
v Easy to use content protection and external Everything in Standard, and: Everything in Advanced, and:
sharing controls
+ Always-on security monitoring. notifications, and v Enterprise-grade security and visibility tools
' Recover files or restore your entire account for up alerts
10 180 days + Integrations with best-in-class security solutions.
+ Data classification for sensitive and confidential
' Automatically back up computers - and connected information e u
external drives - directly to the cloud /' Dedicated customer sucoess manager
' Large fle delivery with Dropbox Transfer (up to
100G8)

Just need 2GB to store and share your files?
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Value-Based

Customer-focused

e Customer-driven and profit-oriented
aligning price to the customer’s perception
of value derived from the solution

e Allows for pricing higher than competitors
who cannot achieve or effectively
communicate the value provided

v horton
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10 Pricing Strategies for Software-Enabled Solutions
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Strategies to Avoid



Customer-Driven Pricing

e Setting price based on basic research of
customer willingness to pay

e Insufficient knowledge or experience to
evaluate product value

e Downside: Price < than the real value of
the product decreases profitability

A AN b r
PRODUCT

AAAMNAZ.ED
MANARGER:

“I DON'T GET IT... I DID MY

" 'RESEARCH AND THEY TOLD

ME WHAT THEY WOVLD PAY”
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Cost-Plus Pricing

e Setting price based on the costs to build,
maintain and sell a product plus a desired
margin for profit

e (Can lead to overpricing or underpricing in
markets with strong demand

o(P®&no

i i

.
.
.
.
.
.
.
.
.
.
-,

CUSTOMER:

.. "THANKS FOR THE GREAT
DEAL! T WOULD HAVE PAID
TWICE AS MUCH"
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Market Share Pricing

e Setting a low price to rapidly gain @5

market share
"

e Market share can be a distracting vanity

metric - Share is relevant only as a driver of

- . PRODUCT MANAGER:
profitability " "LET'S GAIN LOTS OF

" CUSTOMERS. IF WE GENERATE
SHARE QVICKLY, WE WIN!"




What questions can | answer?



You want to create a sustainable business.
You know that profit fuels sustainability.
Software will be the driver of every business model.

To do this, you will need

Software
Profit Streams

Pricing Structure
Webinar 11/29




