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Netflix: The Smart  
Way to Increase Prices 

Netflix prices are going up. This week, the stream-
ing service raised the prices of all three of its US 
plans, constituting a jump of between 13 and 18 per-
cent – the biggest price hike since Netflix launched 
in 2007. Mark Billige, pricing specialist and Manag-
ing Partner at Simon-Kucher & Partners, explains how 
Netflix’s smart approach is key to gaining customer 
acceptance. He can be reached at mark.billige@si-
mon-kucher.com. 
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T
his week, Netflix announced 
the most substantial price in-
crease in its history. All US 
customers are hit by the move, 

with increases immediately affecting 
new subscribers. Even existing mem-
bers can expect to see the higher pric-
es on their bills in the coming months. 
Will the knee-jerk reaction be to can-
cel subscriptions? Actually, thanks to 
its ever-improving value proposition, 
Netflix can rely on loyal customers.

After all, it is no secret that Net-
flix has been spending money. In re-
cent years, the company has invested 
heavily in expanding its content selec-
tion, releasing its own original titles, 
and gaining the rights to other pop-
ular movies and series. Today’s sub-
scribers get more bang for their buck 
than they did two years ago and have 
been watching value increase before 
their very eyes.

They also understand all of this 
comes at a significant cost. For the 
streaming service to continue upgrad-

ing its product, they need to keep pric-
es moving in the same direction as 
value. Price is the most powerful and 
sure-fire way for a company to gener-
ate cash – far quicker and more po-
tent than other initiatives to accelerate 
subscriber growth, most of which re-
quire further investment. Price increas-
es cost little to execute and have mas-
sive impact. This way, Netflix can rely 
on tolerant customers, and thanks to 
the well-deserved cash infusion, con-
tinue enhancing viewer experience. In 
the long-run, everybody wins.

Not only has Netflix significantly 
improved its value-price relationship, 
its smart and detailed price manage-
ment approach ensures the loyalty of 
its diverse customer base. The Basic 
plan jumps from $8 to $9 per month, 
Standard from $11 to $13, and Pre-
mium from $14 to $16. With just a $1 
increase for its entry price point, Net-
flix remains affordable for viewers on 
a budget. Notice how they keep their 
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PPs HAPPenings

Click on event graphics below or go to the PPS website at PricingSociety.com for more information on programs and events.

PPS offers the tools, knowledge to boost your career
Pricing, revenue management, 

and related fields are gathering 
more attention and becoming even 
more important. 

The Professional Pricing Soci-
ety aims to connect profession-
al across the globe with the train-
ing, the expertise, the networking, 
and the education needed to per-
form better. 

Our conferences, online training 
options, publications, and events 
are all designed for you to get the 
information, skills, strategies, and 
tactics that you need. 

The recent, very popular PPS conference in Dallas attracted  
pricing professionals from throughout the world.

http://PricingSociety.com
https://pricingsociety.com/conferences/
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Netflix is not only a company with a phenomenal product.  
They are also becoming world class in monetizing its value.

entry point below $10 and as a single 
digit dollar? They’ve been careful to re-
main on the right side of this segment’s 
price thresholds. At the top end they can 
afford to push more, with the downgrade 
path acting as a safety net: customers 
who are unwilling to pay the extra two dol-
lars for premium can switch to the stan-
dard plan. So rather than apply the same 
level of increase across the whole port-
folio, they’ve applied psychological pric-
ing tactics to ensure all customer needs 
are covered. That’s the smart way to roll 
out an increase.

Netflix also avoids any broad brush 
moves and is easing in its customers rel-
atively gently. New customers will face 
the price increase with immediate effect, 
whilst the blow is softened for existing 
subscribers with the price increase grad-
ually rolled out across the back book over 
a number of months. Moreover, Netflix are 
tackling the increase market-by-market 
rather than charging in with a global pol-
icy. It takes more time and effort to do it 
this way, but I am sure what they learn in 
the US will then be used in subsequent 
markets.

Unsurprisingly, the markets have also re-

acted extremely positively. Wall Street has 
welcomed the increase and stock is up by 
6.5 percent. This just shows how a struc-
tured and logical approach to increasing 
prices can have a massive impact: Netflix 

is not only a company with a phenomenal 
product. They are also becoming world 
class in monetizing its value. v
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Pricing Transformation: 

Decision Making Required, 

Software Optional

Pricing transformations are a big topic in the business 

world, but many companies do not understand how to 

bring such a transformation into fruition. In this article, 

the author explores the key cultural and organization-

al changes required to implement meaningful pricing 

change. Tim J. Smith, PhD is the founder and CEO of 

Wiglaf Pricing, adjunct professor at DePaul Universi-

ty, and Academic Advisor for the Certified Pricing Pro-

fessional designation. His most recent book is Pricing 

Done Right:  The Pricing Framework Proven Success-

ful by the World’s Most Profitable Companies (Bloom-

berg Financial, 2016). He can be reached at tsmith@

wiglafpricing.com.
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P
ricing transformations are a 

hot topic. People have been 

preaching to CEOs, CFOs, 

CMOs, and CCOs for years 

that a 1% improvement in price can 

lead to 8 to 13% improvement in prof-

its. Even better, experience has shown 

that 1% improvement is a low-estimate 

of the expected outcome of a pricing 

transformation. Pricing transforma-

tion efforts routinely deliver two ad-

ditional margin points, and have been 

observed to deliver an additional 9% 

to margins. But where is the origin of 

these improvements, and how do com-

panies get this improvement?

Pricing Transformation is a Trans-

formation in Decision Making

At its core, pricing transformations 

is about transforming how organiza-

tions make decisions regarding pric-

ing. It is a transformation of the pro-

cesses used in pricing, the people 

engaged in pricing decisions, the in-

formation applied to pricing decisions, 

and the goals of those pricing deci-

sions. It is an organizational structur-

al change to align with the corporate 

strategy and goals.

A wide variety of coordinated profit-

focused decisions are required to drive 

a strong pricing transformation. These 

profit-oriented decisions will coordi-

nate list prices, target prices, commer-

cial policy, tactical price management, 

and sales-incentives towards more ac-

curate pricing.
It isn’t a single decision nor single 

process that delivers the improve-

ment, but rather the coordinated ef-

fort across many decision points, pro-

cesses, and routines to ensure pricing 
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