
The Journal of
Professional Pricing

VOLUME 26 l  NUMBER 3  l  Th i rd  Q uar te r  2017

The Wor ld ’s  Lead ing Assoc ia t ion Ded ica ted to  Pr ic ing Management

A Profess iona l  Pr ic ing Soc ie t y  Pub l ica t ion

Understanding and Finding Your True Differentiation 
by Stephan M. Liozu, PhD

Digitalisation: Getting the Price Right 
by Wei Ke, Gianluca Corradi and Joanna White

The Seattle Space Needle’s Ticket Price 
by Mark Melcher



PLAY SEVERAL MOVES 
AHEAD OF THE 
COMPETITION
Transform Pricing into a 
Strategic Advantage

Visit us at pros.com/checkmate to learn how you can 
transform pricing into a strategic advantage.

+ 1-855-846-0641

“Price optimization 
can be one of the 

most powerful tools 
a firm has to increase 

margins and grow 
revenue”

Aberdeen  
Group

With PROS pricing solutions, formulate 
winning pricing strategies that 
checkmate the competition and realize 
your company’s revenue growth  
and profit potential.

Deliver an incremental  
100–300 basis points  

of margin.

Prevent over discounting 
and set a winning price  

for every deal.

Create pricing strategies 
from a single source  

of pricing truth.



For change agents seeking profit nirvana, please note: effective pricing is your most powerful lever to get
to the top! At Pricing Solutions, we have helped many companies in many industries take the
exhilarating ride to the top; to take price increases, reduce needless discounting and grow their
businesses. If you agree that every penny counts and you want to drive pricing improvement, give us
a call or visit our web site.

OUR

APPROACH 

TO PRICING 

ACCELERATES

YOUR CLIMB 

UP THIS 

SIDE 
AND 

AVOIDS 

THIS 

SIDE

P E O P L E  & O RG A N I Z AT I O N  –  P RO C E S S  & C H A N G E  M A NAG E M E N T –  R E S E A RC H  & A NA LYT I C S  –  TO O L S  & S Y S T E M S

w w w. p r i c i n g s o lu t i o n s . c o m

Pricing Solutions Ad 10  6/8/10  12:31 PM  Page 1



Th e Wor ld ’s  O n ly  Assoc ia t ion D ed ic a ted to  Pr ic ing M anag e m ent

VO LUM E 26 l  NUM BER 3   l  Th i rd  Q uar t e r  2017

The Journal of Professional Pricing

ADVISORY BOARD
MR. ERIC MITCHELL
Founder & Chairman of the Board
The Professional Pricing Society
MR. XAN CHAMBERLAIN
Global Pricing Manager, Hitachi Data Systems
MR. MARTIN COALSON
President, ShipCarsNow, A Union Pacific Company
MS. LYDIA DILIELLO
Founder & Principal
Capital Pricing Consultants LLC
MR. DOUG FUEHNE
Vice President of Customer Value, PROS
DR. SCOT HORNICK
Executive Vice President Revenue Management, 
The Hertz Corporation
DR. RICHARD LANCIONI, CPP
Professor of Marketing 
Temple University, Fox School of Business
DR. STEPHAN LIOZU, CPP
Founder, Value Innoruption Advisors
MS. LAURA PRESLAN
General Manager, Dynamics Program Office, 
Microsoft Corporation
MR. CHRIS PROVINES
CEO, Healthcare Value Institute and Value Vantage 
Partners; Adjunct Professor, Rutgers University 
Graduate School of Business
MS. KELLIE RAMSEY, CPP 
Managing Director, The Price Coach
MS. STACEY SCHAEFFER
Director, Price and Offering Management
SAS Institute, Inc.
MR. MIGUEL SERRANO
Senior Director, Global Pricing Strategy,  
Contracting, and Tender Management, Medtronic
MR. MICHAEL SIMONETTO
Principal, Pricing & Profitability Management, 
Deloitte Consulting LLP

PUBLISHER & PRESIDENT
KEVIN MITCHELL
PROFESSIONAL PRICING SOCIETY
MARIETTA, GA

PROFESSIONAL PRICING SOCIETY
3535 ROSWELL RD., SUITE 59
MARIETTA, GA 30062
PHONE: 770.509.9933, FAX: 770.509.1963
E-MAIL: info@pricingsociety.com
URL: pricingsociety.com

ADMINISTRATIVE STAFF
CHRIS BUCKINGHAM, Vice President of Sponsor 

Relations
HELEN CAUTHEN MITCHELL, CMP, Meeting Director
LISA M. FISHER, Sr. Director Marketing, 

Communications & Key Accounts
MEAGAN FORD, Social Media Strategist
WYNETTA JONES, Executive Administrator
DARNELL SHEPHERD, Project Coordinator
CHERICA SPANN, Membership/Conference Manager
MICHAEL TATONETTI, Director of Education & 

Certification
REBEKAH WORTMAN, Marketing Publications Editor

The Journal of Professional PricingTM is published quarterly by 
Professional Pricing Society; Publisher Kevin Mitchell. All Rights Reserved 
© 2017, Professional Pricing Society accepts no responsibility in connection 
with any liability that might develop as a result of material published; opinions 
expressed are those of the authors and do not necessarily represent the 
publisher. No part of this publication may be reproduced in any form by 
microfilm, xerography, or otherwise, or incorporated into any information 
retrieval system, with-out the written permission of the copyright owner.

mailto:info%40pricingsociety.com?subject=
http://www.pricingsociety.com


Pricing is widely known to have significant profit improvement potential. Yet 

most B2B companies still rely too heavily on guesswork to make sustainable 

improvements. Companies that have harnessed the full power of pricing use 

price optimization software because it is the only approach able to address 

the massive complexity inherent in transactional pricing.

MarginMax™ is the only true mathematical price optimization application for 

B2B markets. It leverages patented data science to produce pricing guidance 

that helps decision makers get the right answer every time. MarginMax can 

optimize all price modes from spot quotes to agreements to price lists, 

producing guidance that makes sense and makes money. It runs on our 

highly configurable, SaaS Optimization Platform which enables customers to 

put prices in-market in a matter of weeks, and is able to scale to serve both 

mid-size businesses and large global enterprises. MarginMax customers 

realize the full potential of their pricing strategies, achieving sustainable profit 

improvements of 5 to 15 percent or more.

STOP BY OUR BOOTH FOR 
A DEMO AND LEARN 
HOW YOU CAN ACHIEVE 
SUSTAINABLE MARGIN 
IMPROVEMENT.

ZILLIANT GIVES THE
BEST ANSWERS TO 
EVERYDAY SALES DECISIONS

Grow Smarter with Zilliant. Learn more at www.zilliant.com/marginmax



 Holden Advisors introduces 
 Backbone BASICS 

Are you looking to speed transformation to price 
negotiating confidence? Offered as part of our 
Negotiating with Backbone Initiative, Backbone 
BASICS will ensure the skills and tools are at a 
salesperson's Þngertips everywhere in the world to 
build price negotiating conÞdence and quickly impact 
revenue and proÞts. 

www.holdenadvisors.com/backbone-basics/

Take control of price negotiations:  
Digital training for Sales teams

Call for a demo of 
Backbone BASICS:

978-405-0021



Third Quarter 2017 The Journal of Professional Pricing7

CONTENTS
THE JOURNAL OF 

PROFESSIONAL PRICING

10  Understanding and Finding Your True Differentiation 
by Stephan M. Liozu, PhD 
In this article, the author explores how the roles of strategy, pricing and marketing have become even 
more central to ensuring that value propositions remain attractive and that differentiation strategies are 
sustainable in this very dynamic global market. 

18 Digitalisation: Getting the Price Right 
by Wei Ke, Gianluca Corradi and Joanna White 
Consumers are demanding increased digitalisation from companies in virtually every market. This 
presents specific problems for pricers who must develop strategies to monetize innovations. This article 
focuses specifically on the challenges of digitisation and pricing in the Retail banking industry, but also 
provides insights and strategies that can be valuable to pricers in multiple markets. 
 

24 The Seattle Space Needle’s Ticket Price 
by Mark Melcher 
In this article, the author uses recent real-world experiences with pricing to demonstrate the effects of 
several important pricing concepts: Psychology of Pricing, Pricing as Tool to Manage Capacity, Cre-
dence Goods, Product Bundling, Prospect Theory and Total Expenditure Effect.



Looking to Unlock Your Pricing Potential?

Vistaar is the key.

Last year alone, Vistaar's customers gained 1%-3% revenue uplift                      
which can unlock more than 10% profitablity improvement

Talk to us about how our solutions can bring your pricing strategies to life.

www.vistaar.com



©
 2013 EY

G
M

 Lim
ited. A

ll R
ights R

eserved.

Talking at customers is over. 
The new customer relationship 
is about dialogue. EY’s Customer 
team can teach you how to use data 
in new ways, driving insights that 
improve experiences, foster trusted 
relationships and drive growth. Your 
customers are talking. Be sure you 
can hear them.

To fi nd out more, visit 

ey.com/advisory.

The most important 
part of a conversation 
is listening.



Third Quarter 2017 The Journal of Professional Pricing10

In this article, the author explores how the roles of strategy, pricing and marketing have 
become even more central to ensuring that value propositions remain attractive and that 
differentiation strategies are sustainable in this very dynamic global market. Stephan M. 
Liozu is Chief Value Officer of the Thales Group (www.thalesgroup.com). He is also an 
Adjunct Professor & Research Fellow at the Case Western Research University Weath-
erhead School of Management. He holds a Ph.D. in Management from Case Western 
Reserve University (2013), is a Certified Pricing Professional (CPP), a Prosci® certified 
Change Manager, and a Strategyzer Business Model Innovation Coach. He authored 
three books, Dollarizing Differentiation Value (2016), The Pricing Journey (2015) and 
Pricing and Human Capital (2015). He sits on the Advisory Board of LeveragePoint In-
novation and of the Professional Pricing Society. He is a Strategic Advisor to 360pi, 

The Kini Group, and PriceSenz. He can be reached at sliozu@gmail.com.
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B
usiness grows more challenging each year. The level of 
competitive pressure is unprecedented, and the level of 
disruption in business models has increased exponentially.  
Over the past ten years, many companies have gone out 

of business, sold themselves, or undergone radical re-engineer-
ing efforts. With no end to competitive intensity in sight, the role 
of strategy and marketing becomes central to ensuring that value 
propositions remain attractive and that differentiation strategies 
are sustainable in this very dynamic world.

Faced with this reality, marketing and strategic teams are design-
ing and deploying business strategies to protect their businesses 
from price wars and copycat competitors. But these strategies 
either lack true differentiation power or are swiftly copied by 
more nimble competitors. Differentiation is hard to find, to crys-
tallize into value propositions, and to maintain over time. It’s a 
complex construct of business strategy that is often misjudged 
or misrepresented.

The purpose of this paper is to help executives in business, mar-
keting, and pricing understand the key concepts related to differ-
entiation, especially with what we call true differentiation, which is 
at the heart of pricing willingness-to-pay and value-based pricing. 

I first propose potential explanations for why differentiation is 
difficult to gauge. Next, I discuss what differentiation is and how 
you can identify it in your current business. Finally, I propose a 
process for managing differentiation and for linking it to your 
business and pricing strategies.

General Confusion about Differentiation
There is much confusion in the business world about what dif-
ferentiation is and is not. Being differentiated and being dif-
ferent are not the same. In my experience deploying differenti-
ated business and marketing strategies, I encounter five areas 
of confusion:

1. Lack of understanding of the concepts of commoditization 

and differentiation. It is clear that understanding differentiation 
requires having taken a strategy and marketing class. Profession-
als from backgrounds such as IT, finance, accounting, or manu-
facturing do not necessarily fully understand them.

2. Lack of knowledge of the organization’s strengths and weak-
nesses. Many professionals are unaware of their strengths and 
weaknesses, especially outside of go-to-market functions. The 
lack of competitive knowledge also leads to blurry perceptions 
of what makes a company unique or better than its competition.

3. Lack of essential training on the company’s products and 
services. Given cost-cutting programs and an emphasis on cost-
consciousness, many firms have cut back on training programs 
on their products and services. These training workshops are 
essential to providing deep, detailed product and service ad-
vantages. They give people theoretical and practical knowledge 
of critical functionalities and features.

4. The power of the commoditization mindset. In organizations 
facing extreme competitive pricing pressure, the commodity 
mindset has taken over. There might be very little discussion of 
differentiation and uniqueness. The focus is on handling com-
mercial and pricing pressure.

5. Lack of access to the markets and customers. In some in-
dustrial markets where semi-finished goods or heavy industrial 
products are manufactured, teams feel that they are too far from 
end users and thus do not understand the value that their prod-
ucts and services bring to the ecosystem. They tend to rely on 
large OEMs or on powerful distributors to get a sense of their 
differentiation. This is not good.

When business teams are not fully educated about and pre-
pared for the differentiation discussion, the procurement 
teams they face have an easy time breaking apart their weak 
value propositions. In fact, professional buyers are trained to 

 

Figure 5: The Pyramid of Differentiation 

The next step is to thoroughly inventory differentiators and to classify them as nice‐to‐haves, must‐

haves, or true differentiators. This process leads to intense and sometimes heated discussions about 

what we do and what our competitors do. We begin to realize that we think we have competitive 

knowledge but do not. My answer here is that we cannot manage a business on intuitions and guesses 

about what competitors do or do not do. So we have to find out. Most firms know the nice‐to‐haves and 

the must‐haves, as displayed in Figure 5. They don’t know their true differentiators, however, or what 

makes them truly unique versus competitors. And usually, at the end of the process, there are only a 

handful of true differentiators. 

For this discovery‐and‐screening process of differentiators to work, we must be candid and have 

honest discussions about our true advantages and uniqueness. I use the VRIO framework shown in 

Figure 6 to facilitate these discussions. This framework allows you to conduct a formal screening of your 

potential differentiators. 

www.thalesgroup.com
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do the following:

1. Break the sales team’s confidence in their differentiation.

2. Place your business in a commodity bucket and focus on 
price.

3. Generalize your positioning: “It’s all the same” or “A satellite 
is just a satellite.”

4. Object to your intended differentiation and refuse to hear 
about it during value and pricing discussions.

5. Tell you what stories they hear about you and competitors 
in the market.

6. List all your performance breakdowns, issues, and areas 
where your premium is not justified in order to weaken your dif-
ferentiation.

At the same time, competitors’ salesforces are trained in the art 
of creating confusion in the differentiation position. Their role is 
to make everything fuzzy, especially if their products or services 
are performing less well than yours. Often these sales reps will 
do the following:

1. Pretend they offer the best value for money.

2. Tell buyers that they are the same as or better than you.

3. Make the differentiation position fuzzy or blurry by claiming that 
they can deliver the same level of performance, even if it isn’t true.

4. Offer aggressive discounts to make the buyers hesitate about 
the performance/premium relationship they might have with your 
products.

5. Tell their own stories about you without backing or evidence.

6. Disrupt value maps by offering promotions and rebates.

7. Make short-term promises they cannot keep over the long 
term.

So there is a lot of noise out in the market about who is better, 
who has differentiation and who does not, and what uniqueness 
means. It is therefore essential to win the communication battle 
against buyers and competitors by fully understanding what your 
differentiators are and by educating your internal organization 
about these differentiators. But first, it’s even more important to 
train your organization about what differentiation is, where it re-

sides, and how you validate it 
as true differentiation.

What Is Differentiation?
In economics and market-
ing, product differentiation (or 
simply differentiation) is the 
process of distinguishing 
a product or service from 
others, to make it more at-
tractive to a particular target 
market. This involves differenti-
ating it from competitors’ prod-
ucts as well as a firm’s own 
products. The concept was 
proposed by Edward Cham-
berlin in his 1933 “Theory of 
Monopolistic Competition.”

Differentiation is not a new 

 

Figure 1: Three Sources of Competitive Advantage 

The cost/price advantage is straightforward. A firm needs to ensure that it has a cost advantage and 

solid financial shoulders to sustain this positioning, especially in cases of price wars, as we see in many 

industries. Positional advantage may or may not be intentional, but it’s nice to have. This advantage 

comes from having a preferential position in an industry, including having well‐positioned plants, unique 

access to key decision makers, and high switching costs due to legacy infrastructure; being a sole‐source 

supplier until competitors bring new assets online; and so forth. A decade ago, Dell Computer had a 

positional advantage, with plants close to suppliers, and a low‐cost advantage. Most businesses, 

however, gain their competitive advantage from their differentiation advantage, which refers to the 

uniqueness and attractiveness of their products, services, and solutions. Differentiation advantage is 

thus more intentional; it’s what makes them win in the market. The key is identifying the sources of 

differentiation that customers perceive and acknowledge as superior or unique. And that’s the tricky 

part. As Figure 2 shows, differentiation can come from specific products, services, or software. It might 

come from the integration of systems and solutions. A firm might have no specific product 

differentiators but some divisional or corporate differentiators. The search for differentiation should be 

multi‐level, and the exploration cannot end with products and services. Let me pause here for a second. 

Ask yourself this question: What are my firm’s corporate and/or divisional differentiators? Most people I 

Figure 1

work with can’t recite a clear and crisp value proposition that includes critical differentiators. Now, it’s a 

real necessity. 

 

Figure 2: Levels of Differentiation 

The complexity does not end here. There are sources of differentiation and several dimensions to 

consider. The sources listed in Figure 3 are also straightforward. Business books discussing 

differentiation encourage professionals to look beyond products to services, software, data, human 

assets, experience, and channel considerations. This isn’t hard to understand. What might get a bit 

complicated is gathering enough information about your competitors to be able to assess whether your 

firm is differentiated or not. For this, I highly recommend the use of competitive analysis tools such as 

performance benchmarks, competency inventories, competitor profile matrices, and value maps. 

Let’s focus more on the dimensions of differentiation displayed on the right side of Figure 3. 

Figure 2: Levels of Differentiation
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concept. Plenty of papers and books discuss the topic. I highly 
recommend the work of Michael Porter, Chris Zook, Clayton 
Christensen, or Peter Drucker, just to cite a few. It’s worth refresh-
ing our memory. The concept of differentiation is at the heart of 
competitive advantage. There are three sources of competitive 
advantage, shown in Figure 1.

The cost/price advantage is straightforward. A firm needs to en-
sure that it has a cost advantage and solid financial shoulders 
to sustain this positioning, especially in cases of price wars, as 
we see in many industries. Positional advantage may or may not 
be intentional, but it’s nice to have. This advantage comes from 
having a preferential position in an industry, including having well-
positioned plants, unique access to key decision makers, and 
high switching costs due to legacy infrastructure; being a sole-
source supplier until competitors bring new assets online; and so 
forth. A decade ago, Dell Computer had a positional advantage, 
with plants close to suppliers, and a low-cost advantage. Most 
businesses, however, gain their competitive advantage from their 
differentiation advantage, which refers to the uniqueness and at-
tractiveness of their products, services, and solutions. Differen-
tiation advantage is thus more intentional; it’s what makes them 
win in the market. The key 
is identifying the sources 
of differentiation that cus-
tomers perceive and ac-
knowledge as superior or 
unique. And that’s the tricky 
part. As Figure 2 shows, 
differentiation can come 
from specific products, ser-
vices, or software. It might 
come from the integration 
of systems and solutions. 
A firm might have no spe-
cific product differentia-
tors but some divisional or 
corporate differentiators. 
The search for differentia-
tion should be multi-level, 
and the exploration cannot 
end with products and ser-
vices. Let me pause here 
for a second. Ask yourself 
this question: What are my 

firm’s corporate and/or divisional differentiators? Most people 
I work with can’t recite a clear and crisp value proposition that 
includes critical differentiators. Now, it’s a real necessity.

The complexity does not end here. There are sources of differ-
entiation and several dimensions to consider. The sources listed 
in Figure 3 are also straightforward. Business books discussing 
differentiation encourage professionals to look beyond products 
to services, software, data, human assets, experience, and chan-
nel considerations. This isn’t hard to understand. What might get 
a bit complicated is gathering enough information about your 
competitors to be able to assess whether your firm is differenti-
ated or not. For this, I highly recommend the use of competitive 
analysis tools such as performance benchmarks, competency 
inventories, competitor profile matrices, and value maps.

Let’s focus more on the dimensions of differentiation displayed 
on the right side of Figure 3.

1. Tangible versus intangible. The analysis of differentiation 
should include both tangible and intangible components of the 
offer. Intangible elements include brand, experience, ease-of-
doing-business-with, trustworthiness, stability, longevity, and 
more. They might be a big part of the value proposition.

2. Intended versus perceived. Often, we focus too much on 
what we intend to deliver to customers. Internally, we are con-
vinced that our advantage is real. What really matters in this analy-
sis is what the customer perceives versus our intended advan-
tage. Peter Drucker stated that “the customer rarely buys what 
the business thinks it sells him.” My experience in leading dif-
ferentiation discovery workshops suggests that the internal gaps 
between intended and perceived differentiation can be huge. 
Gaps can exist between internal functions of a single organiza-
tion. Finally, multiple stakeholders within the customer organiza-
tion might also have different perceptions. This brings me back 
to the previous statement that we need to manage differentiation 

 

Figure 3: The Complexity of Differentiation 

3.  Obvious versus hidden. Sometimes advantage is easy to identify and quite visible. It’s what I call 

obvious differentiation. Other times, differentiation is hidden, forgotten, and taken for granted. 

This is often true for groups who’ve succumbed to the commoditization mindset. Hidden 

differentiation is difficult to find and requires some digging and a dose of open‐mindedness. 

4.  Present versus future. Your current offerings might have differentiation as they stand today. 

Your innovative offerings have yet to be adopted by your customers. In that case, differentiation 

is in the future. You’re promising your customers a certain level of superior performance versus 

your competitors. This assumes that you’ve done all the performance testing needed to show 

this advantage in the value proposition. 

5.  Promised versus delivered. What’s in the future is therefore not yet delivered. It is promised to 

customers. In that scenario, you’ll need the discipline to demonstrate the advantage versus 

Figure 3

 

Figure 4: Finding Your Hidden Differentiation 

So, in small groups of professionals, we begin digging through all levels shown in Figure 2, and all 

sources shown in Figure 3, seeking hidden assets. These nuggets can be anywhere. We explore things 

that are taken for granted internally and externally and that generate customer value. I bring people 

back to periods when the firm was well differentiated and successful. We revisit what made them 

successful back then to identify whether legacy differentiators still exist. We list favors, gestures, and 

other little things we do for customers and that we take for granted. We ask ourselves whether the 

competition also does these things. The process of discovering obvious and hidden differentiators is eye‐

opening for most people, and especially for sales teams, who might be blinded by competition and price 

pressures. Undergoing such exploration and rediscovery of differentiation is energizing for commercial 

teams. They take a break from working in the trenches, step back, and revisit what they’re good at. 

Figure 4: Finding Your Hidden Differentiation
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perceptions and systematically 
communicate differentiation mes-
sages internally and externally.

3. Obvious versus hidden. 
Sometimes advantage is easy 
to identify and quite visible. It’s 
what I call obvious differentia-
tion. Other times, differentiation 
is hidden, forgotten, and taken 
for granted. This is often true for 
groups who’ve succumbed to the 
commoditization mindset. Hid-
den differentiation is difficult to 
find and requires some digging 
and a dose of open-mindedness.

4. Present versus future. Your 
current offerings might have dif-
ferentiation as they stand today. 
Your innovative offerings have yet 
to be adopted by your customers. 
In that case, differentiation is in the future. You’re promising your 
customers a certain level of superior performance versus your 
competitors. This assumes that you’ve done all the performance 
testing needed to show this advantage in the value proposition.

5. Promised versus delivered. What’s in the future is therefore 
not yet delivered. It is promised to customers. In that scenario, 
you’ll need the discipline to demonstrate the advantage versus 
competitors as delivered. This is often an issue with the quantifi-
cation of customer value. Customers might trust you once based 
on your analysis and your promises. In the end, the proof of the 
pudding is in the eating.

6. Absolute versus relative. Differentiation and value are rela-
tive. The era of monopolies is over. Patents are worked around, 
and disruption is everywhere. It may be that your windows of 
opportunity, where you’re in 
a unique position or have a 
strong advantage, are open 
for just a short period.

Based on the levels, sources, 
and dimensions of differen-
tiation, you can understand 
the discipline required to 
conduct a thorough analy-
sis of differentiation. I usually 
recommend a 90-day differ-
entiation blitz that involves a 
multi-functional team.

How Do You Find Differentiation?
Any product or service can be differentiated, even the commod-
ity that seems to differ from competitors’ offering only in price... 
There is no such thing as a commodity. All goods and services 
are differentiable. Though the usual presumption is that this is 
more true of consumer goods than of industrial goods and ser-
vices, the opposite is the actual case.

—Theodore Levitt, Harvard Business Review, 1980

The most interesting part of the discovery process is beginning 
to identify the hidden differentiation I mentioned above. I often 
get pushback from teams when I force them to find nuggets of 
differentiation after they’ve complained about the level of industry 
commoditization. My response to this complaint is that if they had 
no differentiation whatsoever, they would no longer be in busi-
ness. Markets have the ability to neutralize and zap weak players.

So, in small groups of professionals, we begin digging through 
all levels shown in Figure 2, and all sources shown in Figure 3, 
seeking hidden assets. These nuggets can be anywhere. We 
explore things that are taken for granted internally and externally 
and that generate customer value. I bring people back to peri-
ods when the firm was well differentiated and successful. We 
revisit what made them successful back then to identify whether 
legacy differentiators still exist. We list favors, gestures, and other 

little things we do for cus-
tomers and that we take for 
granted. We ask ourselves 
whether the competition 
also does these things. The 
process of discovering obvi-
ous and hidden differentia-
tors is eye-opening for most 
people, and especially for 
sales teams, who might be 
blinded by competition and 
price pressures. Undergo-
ing such exploration and 
rediscovery of differentiation 

is energizing for commercial teams. They take a break from work-
ing in the trenches, step back, and revisit what they’re good at.

The next step is to thoroughly inventory differentiators and to 
classify them as nice-to-haves, must-haves, or true differentia-
tors. This process leads to intense and sometimes heated dis-
cussions about what we do and what our competitors do. We 
begin to realize that we think we have competitive knowledge but 

Figure 5
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do not. My answer here is 
that we cannot manage a 
business on intuitions and 
guesses about what com-
petitors do or do not do. So 
we have to find out. Most 
firms know the nice-to-
haves and the must-haves, 
as displayed in Figure 5. 
They don’t know their true 
differentiators, however, 
or what makes them truly 
unique versus competi-
tors. And usually, at the 
end of the process, there 
are only a handful of true 
differentiators.

For this discovery-and-screening process of differentiators to 
work, we must be candid and have honest discussions about 
our true advantages and uniqueness. I use the VRIO framework 
shown in Figure 6 to facilitate these discussions. This framework 
allows you to conduct a formal screening of your potential dif-
ferentiators.

Each differentiator is subject to the yes-or-no process or is rated 
on a scale from 1 to 10 for each question. The V stands for valu-
able to customers and links differentiation to the quantification 
of customer value. We need to select differentiators that bring 
economic value to customers. R refers to rarity, which is some-
thing that might not be controllable. In some industries, there 
might be 20 competitors, and in others, only two. One needs to 
be aware of this and understand the competitive pressure. I is 
for imitability. This element is critical to gauging differentiation. 
We refer here to technical and nontechnical switching costs that 
protect a supplier’s position. Sometimes a firm has real, sustain-
able uniqueness. At other times this inimitability might last only 
a few years or months. The key is to find real areas of advan-
tage in products, services, solutions, corporate dimensions, or 
intangible assets. Finally is O, for organization: a firm has to be 
good at executing and exploiting its advantage. A prerequisite 
of value-based strategy is the discipline of execution: Is the firm 
organized for success in exploiting the differentiation? Do they 
have the right structure, people, assets, and culture to execute 
well? In the end, you compile your rating for each differentiator 
to determine whether you have short- or long-term advantage. 
The outcome of this rating process might be three or four critical 
differentiators that can be ready for customer value quantification 
versus the competition.

Note that the same analysis might have to include negative dif-

ferentiation as well (see Figure 7). It is essential not only to find 
real and true positive differentiators but also to focus on areas 
where competitors might be better than us. I’ve never worked 
with a business or a division that lacked negative differentiators. 
I would of course not recommend that these negative drivers be 
volunteered to customers during value proposition discussions. 
However, it’s a good idea to be prepared for customer objections 
during business negotiations.

You can do this work across your go-to-market functional staff 
with two or three differentiation workshops over 90 days. Cross-
functionality is essential to avoid internal perception gaps. Be-
tween workshops, you might have validation points internally and 
externally. The outcome is a list of critical differentiators that can 
feed the marketing and pricing processes.

Make Differentiation a Critical Part  
of the Marketing Process
Because competition never stops moving, you must manage the 
analysis of existing differentiation dynamically and make it part 
of the marketing process. You should revisit your differentiated 
value propositions once a year as part of the marketing planning 
cycle or the budgeting process. I propose the process shown in 
Figure 8. It begins with a 90-day internal process to identify true 
differentiators and align internal stakeholders.

Once this is done, the differentiators need to be validated through 
customer research (qualitative interviews or quantitative surveys). 
Based on customer feedback, the process is revisited and all 
differentiators are prioritized and packaged for communication. 
Finally, all relevant go-to-market teams should receive training 
on critical differentiators in the form of team meetings, lunch-
and-learn events, webinars, and formal product training, and so 
forth. The marketing function then becomes the “guardians of 
differentiation.” Through ongoing customer feedback, customer 
satisfaction reports, win/loss analysis, and social media analy-
sis, they keep their fingers on the pulse of the perceptions of 
differentiation over time. I recommend that once a year, they test 
the level of differentiation for products, services, and other offer-
ings. It never ends. Competition is fluid and dynamic: you might 
be differentiated one day and commoditized 90 days later. This 
paper obviously focused on differentiation of existing offerings. 
The same should be done for innovative offerings through a ro-
bust front end of an innovation and customer-insight approach.

Figure 7: Positive and Negative Differentiation
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Concluding Thoughts
Finding existing true perceived differentiation is hard. It requires 
competitive knowledge, deep internal understanding of strengths 
and weaknesses, and cross-functional teamwork. It also requires 
to get to what the customer truly thinks is our differentiation. But 
it’s worth the effort to be able to list critical differentiators and to 
share them internally and externally. These true differentiators can 
be used in communication campaigns, in marketing programs, in 
customer value quantification exercises, and in customer negotia-
tions. They become the heart of a systematic value-messaging 
campaign to regain control of the marketing noise out there and to 
influence customer perceptions. If you don’t do the work, some-
one else will do it for you, and it might not be pleasant. You have 
to be in control of the market’s and the customers’ differentiation 
perceptions to ensure that intended differentiation is the same as 
perceived differentiation. That takes time and effort. It takes the 
hard work of cross-functional teams to dynamically revisit differ-
entiation each year. It takes the commitment of a leadership team 

to challenge the status-quo and to self-disrupt. But it’s the heart 
of marketing and, eventually, value-based pricing.

process shown in Figure 8. It begins with a 90‐day internal process to identify true differentiators and 

align internal stakeholders. 
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Consumers are demanding increased digitalisation from companies in virtually every market. 
This presents specific problems for pricers who must develop strategies to monetize innova-
tions. This article focuses specifically on the challenges of digitisation and pricing in the Retail 
banking industry, but also provides insights and strategies that can be valuable to pricers in 
multiple markets. Wei Ke is Partner at Simon-Kucher’s New York office. Gianluca Corradi 
is Director and Joanna White is Consultant at Simon-Kucher’s London office. They can be 
reached via www.simon-kucher.com.

Digitalisation: Getting the Price Right

C
onsumers are rapidly adopting digital solutions across 
a full spectrum of services, forcing established players, 
including Retail banks, to innovate traditional revenue 
models and pricing. This presents new challenges and 

opportunities for Retail banks. 

Firstly, customer preferences and behaviours are changing. In-
teractions and transactions are moving away from branches to 
more “convenient” channels, with customer expectation that 
these services should remain “for-free.” Online is increasing 
and mobile banking use has doubled in two and a half years1. 
A multi-channel offering has now become vital. Today 10% of 
basic banking products are primarily sold digitally, however it is 
estimated that in 5 years this will increase to 70%, making digital 
the predominant channel2. Simon-Kucher’s annual Global Pric-
ing Survey found that banks remain one of the more skeptical 
about digitalisation than other 
industries and are struggling to 
monetise on innovation.

Secondly, banks are facing 
challenging times as retail mar-
gins remain under pressure. The 
“lower-for-longer” rate environ-
ment is squeezing profits, with 
Bank of England rates expected 
to stay below 0.5% until 20214. 
Costs are driven by a high fixed 
base of retail branches, as well 
as increasingly stringent regu-
latory requirements around 
capital and liquidity. The global 
pricing survey conducted by 
Simon-Kucher & Partners found 
that 41% of companies from the 
banking industry were unable to 
improve their margins in 20163. 
All the while, banks must heavily 
invest in technologies for digital 
capabilities.

Finally, competition is fierce as 

new market entrants develop digitally-driven, transparent and 
convenient value propositions that attack profitable banking areas 
such as card payments. These entrants are nimble and are not 
impeded by clunky legacy systems that reside at traditional banks. 
68% of banking executives surveyed believe that the growth of 
FinTech will completely redefine the market in the next five to ten 
years5. Many FinTech firms attribute their success to delivering 
an outstanding service in areas often neglected by major banks.

Successful solutions for banks
Currently, banks are mainly approaching digitalisation from a cost 
saving standpoint, but are overlooking the opportunity to increase 
revenues offered by this tectonic shift in customer behaviour. 

To compensate for margin pressures, adapt to customer habits 
and fend off competitors, banks must therefore construct a val-

ue-based monetisation strategy 
around digitalisation.

How can banks do such thing? 
Banks must understand the true 
value of a digital proposition and 
adapt their pricing, communica-
tion, engagement and product 
strategies:

1. Price for value – The prob-
lem today is that banks see the 
cost advantages of digitalisa-
tion, e.g. lower in-branch ser-
vicing or reduced paper state-
ments, and pass on the entire 
benefit to customers through a 
“cost-plus” approach. This re-
sults in lower prices that will ul-
timately cannibalise revenues as 
more customers shift to digital.  
 
The solution is for digitalisation 
to be priced for the value deliv-

Simon-Kucher_20161026_Digitalisation_Getting the price right_vf JESA_charts.pptx 2
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ered in a smart and simple way. Value should 
be extracted by integrating prices for all value-
add digital services. An example of this is Os-
per, a mobile banking app that allows younger 
people to manage money. They charge a £12 
annual subscription fee for the provision of a 
prepaid debit card and a mobile banking app. 
Additional fees are charged for card replace-
ments, mis-payments of annual fees, purchases 
abroad and ATM withdrawals6. Here, features 
are priced separately to highlight the value 
delivered to customers. Monzo, a UK digital 
challenger bank also plans to use smart, tar-
geted, mobile prompts to offer additional and 
convenient, chargeable products. This makes 
the point-of-purchase easy and “on-the-go7.”

Furthermore, if banks are worried that charging 
for digital can upset customers, a 2015 current 
account study by Simon-Kucher and Partners 
also found that customers are willing-to-pay for 
certain money management and peace-of-mind 
features1. The important thing is to choose the 
right pricing model – how you charge is a lot 
more important than how much. 

2. Communicate the value – As previously outlined, UK 
customer expectation is for banking products and services, 
e.g. current accounts, digital money management features, 
to be provided for free. However it is critical that the value 
delivered through digital is communicated effectively to jus-
tify a price point, either now or in the future. Banks must be 
perceived as a solution provider instead of a product man-
ufacturer. This will allow customers to focus on the value 
first, whilst creating comfort and transparency around price.  
 
What methods can banks use? By using a mix of behavioural 
techniques with a seamless digital interface, banks can guide 
customer decision-making, differentiate themselves away from 
competition and enhance initial uptake and cross-buying. A be-
havioural example includes the “endowment effect”8. This found 
that when a customer is provided with an initial “all-in” product 
where features can be removed, versus a “basic” product where 
features can be added, the “all-in” option resulted in a higher 
number of features selected. Banks can use this to position a 
targeted customer solution with a price. Once willingness to pay 
has been measured, banks can provide a paid-for “all-in” digital 
solution, with the value of each feature clearly communicated. The 
customer can then customise their offer by removing unwanted 
features. This will result in higher digital revenues, as well as in-
creasing the customer’s value perception of the offer. 

3. Drive loyalty by engaging customers – Following on from 
the financial crisis, banks are still battling against customer dis-
trust and disengagement, with strong competition existing to 
win over customers and establish a solid banking relationship. 
Current bank websites do not aid this problem, with many pre-
senting complicated choice architecture, unappealing interfaces 
and confusing jargon. 

Although banks are making concerted efforts to improve, when 

compared with websites outside of banking they still have a long 
way to go. In addition, easy-to-use aggregators are commodi-
tising banking products, further disintermediating the customer 
from the bank. Digital channels present a huge opportunity for 
banks to re-engage and delight customers and increase loyalty. 
 
In this respect, customer engagement can be achieved by un-
derstanding customer psychology. Gamification is one of the 
methods that banks can use. Not only does it drive customer 
engagement and loyalty, but it is also a way to organically tran-
sition customers away from the branch through increased mo-
bile usage. An example of successfully executed gamification is 
Commonwealth Bank in Australia. They developed a property 
investing game to allow customers to “try before they buy.” This 
helped to educate customers on real-estate literacy and helped to 
generate a significant number of loans within one year of launch9. 
 
Furthermore, banks can use the digital platform to deepen cus-
tomer relationships. The screenshot in Figure 1 highlights how 
a German regional bank has achieved this.

This bank presents all customer needs in one place and rewards 
multiple product holdings to drive cross sales. Customers are 
incentivised and rewarded for completing the puzzle, while the 
three colours represent different levels (basic, middle and pre-
mium). This creates customer desire for a matching status and 
drives profitable product acquisition, whilst earning the loyalty of 
the customer. This increases the likelihood to capture all profit-
able financial needs throughout a customer’s life-cycle. 

4. Expand the value proposition – In order to counteract 
the commoditisation of retail financial products banks must 
rethink of themselves as solution providers and “solvers of 
customers’ needs.” Nowadays customers face increased un-
certainty about their future due to fast-paced technological 
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and globalisation trends. Consequently, they have become 
more financially savvy and expect financial institutions to pro-
vide them the means for planning their future independently.  
 
In the recent years, the market has seen a proliferation of bud-
geting services, expenses aggregators and financial planning 
tools. In this respect, companies like Mint.com have been able 
to position themselves as leaders in this space far quicker than 
banks which are now slowly catching up with their “roboadvisor” 
solutions. Understanding customers’ needs beyond pure finan-
cial products, developing solutions accordingly and delivering 
them seamlessly through the digital channel will be key drivers 
of a successful monetisation strategy.

In summary
Digitalisation presents a huge opportunity for banks. However 
success is reliant on thoughtful consideration and execution. 
Pricing must be aligned to customer value and not costs, while 
communication must effectively focus on solutions and the val-
ue-delivered. Banks must also focus on strategies to engage 
customers and improve loyalty to really stand out from the ever-
growing crowd. Finally, banks must innovate their value proposi-

tion by stepping into their customers’ shoes and understanding 
their needs.
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In this article, the author uses recent real-world experiences with pricing to demonstrate the effects of several 
important pricing concepts: Psychology of Pricing, Pricing as Tool to Manage Capacity, Credence Goods, 
Product Bundling, Prospect Theory and Total Expenditure Effect. Mark Melcher is the author of Your Pricing 
Guy blog, a pricing blog dedicated to providing insights and information to help people better understand 
the art of creating and optimizing pricing strategy. He can be reached at yourpricingguy@gmail.com.

The Seattle Space Needle’s Ticket Price

R
ecently, I had the good fortune to spend a week on vaca-
tion in Seattle with my lovely wife. On a quest to see all 
of Seattle’s sites, we visited the Space Needle. 

The Space Needle is an observation tower in Seattle 
that tops out at 605 feet. It was completed in time for the 1962 
World’s Fair and can withstand earthquakes up to a 9.1 magni-
tude (how they know this is a mystery to me). The Observation 
Deck is located at the 520-foot mark of the Needle and can be 
reached by elevator in about 41 seconds. The view from the ob-
servation deck is spectacular, and I strongly recommend visiting 
this site if you ever have the opportunity.

What does this have to do with Pricing?
To reach the Observation Deck, you must first purchase a ticket. 
One Adult Ticket is priced at $29.00 and sold individually. When 
we purchased the tickets, the price did not particularly grab my 
attention. And after spending time at the top, I thought the expe-
rience was well worth the price. However, when we were riding 
the elevator back down from the Observation Deck, the Eleva-
tor Operator asked if anyone had any final questions. There was 
one. There is always one, right?

A person standing next to me asked the following question: “Why 
does it cost $30 to go to the top of the tower?”

Being disguised as a tourist, I did not answer the question, lest 
I give up my Pricing Guy secret identity. Instead, the Elevator 
Operator answered. She said, “Well, everything in Seattle is ex-
pensive.” Before anyone could reply, the elevator stopped, the 
doors opened, and we exited, not surprisingly, into the Gift Shop.

End of story, right? Not if you are a pricing person. I could not 
stop thinking about the question, the answer given, and the price 
of the ticket.

The fascinating thing about the question and the ticket price is 
that it hits on many different components of pricing theory. I have 
listed some of these aspects below. The remainder of this article, 
divided into three sections, I use to explain how these ideas relate 
to the pricing of the Seattle Space Needle ticket:
• Psychology of Pricing
• Pricing as Tool to Manage Capacity

• Credence Goods
• Product Bundling
• Prospect Theory
• Total Expenditure Effect

First, recall the price for one Adult Ticket is $29.00. However, 
when the person asked her question, she referenced a $30.00 
price. Why was she confused about the price?

Pricing Aspects: Psychology of Pricing  
and Capacity Management
A $29.00 List Price. I love this price because it’s just about per-
fect. Think about it like this. By setting the price at $29.00, most 
customers likely think something like the following: “For less than 
$30.00, I can go to the top of the Space Needle.” That is how you 
want the customer to frame up the price. Imagine the price was 
$30.00. Doesn’t $30.00 feel quite a bit higher than $29.00? In 
fact, to me, $30.00 almost feels like $35.00, and that is far out-
side the ‘less than $30’ price range. Alternatively, $29.00 doesn’t 
seem very different than $25.00, and that is almost beginning to 
feel like a price that is within the $20 price range.

$30.00 seems higher than it is, whereas $29.00 seems lower 
than it is. Without knowing anything about the price elasticity for 
Space Needle tickets, I would bet that anyone that is willing to 
pay $25.00 would be willing to pay $29.00. But not all people 
willing to pay $29.00 would be willing to pay $30.00.

As for setting the price lower, say $19.00 or even $20.00, I think 
the lower price would drive too much demand, and the Space 
Needle would be overwhelmed with customers. I am willing to 
bet that if the price were set closer to $20, the demand would 
likely exceed the supply. Supply, in this case, is equal to the el-
evator capacity times total possible elevator trips in one day, not 
to exceed maximum Observation Deck occupancy. The line for 
tickets would grow impossibly long and would create many un-
happy tourists. So, the price must be high enough to balance 
demand with supply.

Second, since the person who asked the question had volun-
tarily paid the $29.00 price to go to the top, I assume the price 
did not exceed her willingness to pay at the time she made her 
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If the Space Needle is willing to offer a discounted bundle 
that includes entrance to multiple sites, why do they not 
offer a discounted bundle for multiple ticket purchases?

CONTINUED ON NEXT PAGE �

purchase. I am presuming of course that nobody forced her to 
purchase a ticket. So why is she even asking the question and 
what does this imply about what type of ‘good’ a trip to the Ob-
servation Deck is?

Pricing Aspect: Credence Good
A Credence Good is not CCR’s (Creedence Clearwater Re-
vival) version of “The Midnight Special,” although that is good. 
But rather a Credence Good is a one whose value is difficult or 
impossible for a consumer to ascertain until after they consume 
the product. And even then, a Credence Good’s value may be 
difficult to gauge.

My favorite example of a Credence Good is an Airplane Flight. 
If you are aboard an airplane that is flying smoothly at 35,000 
feet, the takeoff was uneventful, 
you have plenty of legroom, and the 
Flight Attendants are excellent, you 
are probably feeling happy about 
your flight. But, you cannot state 
that the flight is excellent, good, or 
horrible until you land and are safely 
at your destination airport. Why?

Well, for one thing, you might find 
that your flight ends up rerouted 
to another city due to weather, in 
which case you are unhappy with 
the outcome.

When the person asking the ques-
tion purchased her ticket, she ex-
pected the experience to be worth 
at least $29.00. But only after 
going to the top, walking around 
the observation deck and heading 
back down could she determine 
the value of the experience. My 
assumption is that because she 
asked her question about the price, 
the Space Needle experience fell 
short of her expectations and sub-
sequently was not worth the price 
she had paid.

Third, why are tickets only sold 
individually? If one ticket carries a 
price of $29.00, wouldn’t it make 
sense for them to offer four tickets for, say, $100? Providing 
discounts based on volume is a common pricing tactic. (I have 
verified this on the Space Needle Website. Volume discounts 
are only available for a large group, 15 plus people.)

Note, however, the ticket office does offer the option to purchase 
a Bundled Ticket that includes admission to four sites, includ-
ing the Space Needle. And, as you would expect, the Bundled 
Ticket Price is set at a lower price than what you would otherwise 
pay to see each of the four sites had you purchased the tickets 
separately. Again though, the Bundled Tickets are only offered 
individually. If the Space Needle is willing to offer a discounted 
bundle that includes entrance to multiple sites, why do they not 

offer a discounted bundle for multiple ticket purchases?

Pricing Aspect: Value-Added Product Bundling  
and Prospect Theory
To answer this, I will first discuss the theory of Product Bundling.

Product Bundling is a widely used tactic for segmenting cus-
tomers. A typical value-added “offers additional value to price-
sensitive buyers that less price-sensitive buyers do not want. As 
such, a company can attract price sensitive customers without 
reducing prices to those who are relatively price- insensitive.”1

But it is impossible to discuss Product Bundling without intro-
ducing Prospect Theory. I do want to note here that Prospect 
Theory is substantial; countless books, academic papers, and 

essays, written by people far more knowledgeable than I, have 
been published on this topic. With that said, I will do my best to 
summarize the theory such that it is easily understandable.

The easiest way to begin understanding Prospect Theory is to 
recognize that the theory models real-life choices rather than 
optimal decisions.

Before Prospect Theory, general economic theory typically mod-
eled human behavior in the following manner. First, assume that 
each person is entirely rational, that they are aware of the entire 
universe of options available to them and that they will rigorously 
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evaluate and analyze these options. After going through this ex-
ercise, the person will choose the one option that maximizes his 
total utility. Who among us goes through life making decisions 
in this fashion?

Prospect Theory blew this Rational, Evaluating, and Maximizing 
Decision-Making Person (REMP) to pieces. Prospect Theory 
rather, posits that people make decisions based on the poten-
tial value of losses and gains rather than making their decisions 
based on the total value of the expected outcome.

Incremental gains and losses versus total gain or loss. 
More importantly, the theory states that people evaluate these 
losses and gains using certain heuristics, or rules of thumb, 
rather than by conducting a multi-dimensional analysis. Makes 
sense, right?

Prospect Theory, which is the foundation of modern Behavioral 
Economics, was developed by two friends, Amos Tversky and 
Daniel Kahneman. After years of discussion, real-life experiments 
and debates with colleagues, they introduced Prospect Theory 
in 1979 with the publication of their seminal paper “Prospect 
Theory: An Analysis of Decision Under Risk.”2 Though neither of 
the two authors was an economist by training, the Royal Sweed-
ish Academy of Science awarded the Nobel Prize in Economics 
to them for their breakthrough work in Behavioral Economics.

Applying Prospect Theory to Product Bundling, the theory sug-
gests that ‘buyers view the separate products in a bundle as dis-
tinct benefits (many positive values) for one price (a single loss). 
Thus buyers will be more inclined to buy the bundled products 
than they would if the products were offered only separately.’3 
An example might be “All-Inclusive Cruise Ship Tickets” where 
the ticket entitles the purchaser to a Cruise Ship Journey, all the 
food they can eat, multiple entertainment options and so forth.

Getting back to the Space Needle, the Bundled Ticket option 
that provides the benefit of entry to multiple attractions makes 
sense. Price-sensitive tourists who know ahead of time that they 
intend to visit all four attractions will find positive benefits from 
purchasing the bundled ticket. Whereas tourists, perhaps without 
firm plans and possibly without large families, may be less price 
sensitive and would prefer to keep their options open. In their 
case, the non-bundled ticket likely provides the highest benefit.

But why not offer discounts for the person purchasing multiple 
single attraction tickets? My opinion is that it is due to the mental 

framing of prices, which again leans on Prospect Theory. Cus-
tomers purchasing a ticket to go to the Space Needle’s Obser-
vation Deck frame their purchase as ‘one trip (benefit) and one 
price (loss).’ In this framework, they balance their purchase de-
cision on a one for one basis, even when they purchase multiple 
tickets. It is only after purchasing, say four tickets for their family 
and handing their credit card over to pay the $116 total do they 
experience the shock that they held an erroneous framework. In 
reality, taking the family to the top of the Space Needle, carried 
a much higher price than their original notion suggested.

In other words, if the Space Needle ticket office offered a volume 
based Bundle for four tickets, they would have to price it accord-
ingly. Let us assume they offered a Four-Ticket Bundle that car-
ried a 14% discount from the price of four individual tickets. The 
price for the bundle would be $100. Now the customer sees a 
different framing of the price. He now sees ‘one family trip’ to 
the Observation Deck (benefit) for one price $100 (loss). This 
new framework seems relatively unbalanced. The loss is $100, 
not $29.00 and that is quite a bit of money to give up just so his 
family can get a better view of Seattle.

I will end here with one more thought. Relative to the cost of the 
entire vacation, plane tickets, hotels, meals, etc., $29.00 seems 
pretty insignificant. So even if you were to break out your laptop 
and build a cost-benefit model before purchasing the ticket, I am 
betting that you make the purchase anyway because, ‘what the 
hell,’ in for a penny, in for a pound. Academically stated, this is 
known as the Total Expenditure Effect.

To me, this example illustrates why Pricing is so much fun to 
practice. Price setting is akin to solving a multidimensional puzzle 
with the exception being that the pieces are constantly moving, 
changing and mutating as the world around them shifts.
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