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How to Manage the Shift from Print Products  
to Digital Solutions – Profitably

The economic shift towards digital 
media is forcing publishing houses to 
move from the print-only business to 
becoming digital solution providers. 
However, the key challenge lies in the 
fact that the customer value perception 
of digital content is often lower than 
for print products, despite the fact that 
digital production and maintenance 
is often more expensive to produce 
than print products. How do pricers 
overcome this challenge and make the 
shift from print to digital while still 
maintaining profitability? Hong-May 
Cheng MSc is a senior director and 
Arjen Brasz MSc and Joke van Kop-
pen MSc are consultants at Simon-
Kucher & Partners in Amsterdam. 
They can be reached at amsterdam@
simon-kucher.com.

The publishing sector is in a 
transitional phase. Although 
the vast majority of revenue is 
in many cases still generated 

by traditional print products, the gradual 
shift towards digital solutions is becom-
ing increasingly visible. This requires 
publishing houses to move from the 
print-only business to becoming digital 
solution providers. Other industries have 
been successful in comparable transfor-
mations; today’s customers pay for music 
downloads from the iTunes store and on-
demand movies via interactive TV. Still, 
the publishing industry at large is having 
difficulties creating, communicating and 
monetizing the value of digital content. 

The key challenge is that the customer 
value perception of digital content is 
often lower than for print products. The 
perceived value of e-books, for example, 
is around 30% lower than the printed 
versions when no additional features 
are added (EBooks: Usage and willing-
ness to pay in the US, UK and Germany) 

(Ehrhardt, 2011). 

And yet the opposite is true when look-
ing at the cost of production. Customers 
expect digital products to be less expen-
sive, but product development, support, 
hosting and maintenance costs are of-
ten higher than for print products. This 
applies especially when digital content 
is offered with enriched functionalities 
and additional content – which is exactly 
what customers expect.

Publishers have to demonstrate market 
leadership and pricing power to change 
this free ride expectation. The shift from 
print to digital, which has gradually 
emerged over the last decade, will accel-
erate in the coming years with major im-
plications for the day-to-day publishing 
business and its role in the value chain. 
This requires publishers to understand, 
create and monetize the value of digital 
solutions. 

This article describes five measures for 
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Figure 2: Example of customer segmentation based on digital adoption 

Figure 1: Examples of value drivers in digital publishingvalue-based pricing and boost-
ing the profitability of digital 
solutions.

1. Understand and build the 
premium of digital solutions 
right from the start

More often than not, digital 
products in publishing are de-
veloped by taking the print 
product as a starting point for 
its digital counterpart or substi-
tute. However, simply digitizing 
print products without making 
use of the full potential digital 
has to offer mostly results in a 
lower value perception by the 
customer. In these cases, digital is per-
ceived as no more than a low-cost distri-
bution vehicle.

Digital solutions are not driven by the 
same value drivers as traditional print 
products. Quality of content and author 
reputation remain important, but new 
factors also come into play. They include 
usability, search ability and other func-
tions related to an online platform (see 
figure 1: Examples of value drivers in 
digital publishing). 

Every publisher needs to thoroughly un-
derstand the driv-
ers that determine 
customers’ percep-
tion of the value of 
digital solutions and 
rank them by their 
importance. Un-
derstanding these 
value drivers is cru-
cial to develop the 
enriched solutions 
which really justify 
a premium and tap 
into customers’ will-
ingness to pay. With 
extra content, func-
tionalities or other 
added applications, 
the digital solution 
will be worth the 
money. 

This means publish-

ers need to cut the reference. The print 
product per se should not be the refer-
ence for the digital solution, as is often 
the case today – in terms of neither con-
tent nor price. Customers’ buying criteria 
and usage patterns should be the start-
ing point for the new digital solution. 
This may involve a radical repositioning, 
rebranding and re-launch of the digital 
solution to be able to create a new value 
position in the portfolio and for the cus-
tomer.

2. Develop segment-specific, bundled 
solutions

The transition from 
print products to digi-
tal solutions is for most 
customers a gradual de-
velopment in usage in-
stead of a radical change 
in behavior. In this de-
velopment, the level of 
digital adoption gives a 
very useful perspective 
to distinguish between 
customer segments.

Both traditional print-
minded readers and 
fully digital-minded 
readers can be found, 
but the majority of cus-

tomers will be somewhere in between 
and looking for hybrid solutions. They 
still want to be able to read the newspa-
per at the breakfast table, but within the 
same subscription have access to a full 
database of content when searching for a 
specific article online later that day.

Differences in digital adoption between 
customer segments and the need for 
hybrid solutions are often neglected in 
publishers’ portfolio build-up. Every 
publisher should have a clear view of its 
customer segments, their needs, their 
current and future size and their will-

Figure 1: Examples of value drivers in digital publishing
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Figure 3: Example of behavioral pricing

ingness to pay (see figure 2: Example of 
customer segmentation based on digital 
adoption). 

This segmentation is the starting point 
to develop segment-specific offerings and 
portfolios. Each offering presents the 
best possible bundle of print and digital, 
and exactly taps into the willingness to 
pay of the segment in question.

Publishers may have to address white 
spots in the portfolio to meet customer 
needs that are not answered by the cur-
rent product offering. 

This approach will also help to prevent 
product development for a very small 
customer base which will never become 
profitable.

Furthermore, having a crystal-clear prod-
uct migration path from print to digital 
gives customers an outlook toward their 
own ‘next step’.

3. Re-invent your price model

The revenue models of many publishers 
are driven by prices that have developed 
organically over time, regarding both 

customer subscriptions and business ad-
vertisement. Once-off transactions are 
the dominant payment model: books or 
magazines are sold as individual units 
and the buyer can use the content indefi-
nitely. 

The transition towards digital solu-
tions opens up possibilities for new price 
models in which usage and payment are 
much better aligned – and much more 
flexible. Selecting the revenue and pric-
ing model is the most important part of 
the pricing process because it enables the 
publisher to extract the value delivered, 
synchronize payment with consumption, 
overcome customer buying constraints, 
bypass psychological thresholds, control 
the level of transparency and differenti-
ate from competitors, to name just a few 
– and all without creating an administra-
tive or technological burden for the in-
ternal organization.

Instead of taking the print product, the 
usage and search behavior of custom-
ers should be the starting point for new 
price models and metrics. Digital so-
lutions are not restricted by physical 
boundaries or distribution. 

At the basic entry level, “freemium” 
models can be applied that provide free 
but limited access to a selection of con-
tent or functionalities. This whets cus-
tomers’ appetite for enhanced content 
and functionalities, which are accessible 
through more premium and paid op-
tions. 

At the paid level, publishers need to 
consider bundled solutions that provide 
access to a variety of content, based for 
example on themes, years or specialisms. 
These solutions allow customers to ac-
cess content without having to browse 
through individual titles, but with the 
convenience of an entire content domain 
at their disposal. 

4. Communicate and sell your value

In the shift from print to digital it is es-
sential to set the price anchor of digital 
products right from the beginning. This 
requires products to be introduced at the 
right price level right from the start. Af-
ter a product is launched, it is very dif-
ficult, if not impossible, to increase its 
price significantly. 

At the product level, publishers must 

Figure 3: Example of behavioral pricing 
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The most important challenge for 
publishers will be to move away from 
being product-oriented and towards 
focusing on customers and solutions.

therefore develop enriched digital solu-
tions for which customers really want to 
pay to ensure that customers perceive the 
digital category as a valuable alternative 
to print, with new features and added 
value.

In terms of pricing, publishers need to 
use insights and lessons from behavioral 
pricing wisely to make sure that custom-
ers perceive the price of digital in the 
way they want them to. The essence is 
that in many cases, price perception has 
very little to do with price level.

Figure 3 illustrates this 
point. In a buying process 
customers evaluate and com-
pare several options. Here 
we compare the take rate of 
two scenarios. In the first 
scenario only two options 
are offered: either online 
subscription or online and 
print combined. In the sec-
ond portfolio three options are listed, the 
second obviously being the least appeal-
ing from an economic viewpoint. Inter-
estingly, adding an option that nobody 
will take increases the sales of the better 
but more expensive offer. 

5. Tap into new services and revenue 
streams

The publishers’ role in the publishing 
process and value chain is changing. All 
aspects of the current business model are 
or will be affected. Customer relation-

ships will intensify, product portfolios 
will be transformed, the role of services 
will increase, and the route to market 
will change dramatically. 

In this changing market environment 
publishers have to create a clear vi-
sion and define their value proposition. 
Which markets and segments should 
they focus on? What product or service 
offerings do they need to develop? And 
how can these offerings be monetized 
profitably? 

Relatively new to most publishers is that 
digital solutions open up opportunities 
for additional features such as enriched 
functionalities, hosting of content, help-
desk, training, advisory and consulting, 
system implementation, support services 
and maintenance that they can add to 
their portfolio offering. These services 
can possibly be covered in service-level 
agreements (SLAs). A clear trend can be 
identified here: the movement away from 
once-off sales towards more solution-
oriented and recurring subscription sales, 
including additional services. 

Conclusion
It is clear that the publishing industry is 
in a transitional phase. The most impor-
tant challenge for publishers will be to 
move away from being product-oriented 
and towards focusing on customers and 
solutions. This requires deep insights 
into customer needs, value drivers and 
willingness to pay. 

In the new digital market landscape 
publishers need to choose which custom-
er and product segments to believe in, 
and to set out a clear monetization strat-

egy to follow this route in a 
profitable way. 

To do so, most publishers 
will have to step out of their 
comfort zone and specialism 
they may have cherished for 
centuries, and into the now. 
They need to act quickly to 
prevent the “digital content is 
free” mentality from becom-

ing the new market convention in the 
industry. 

The migration towards digital products 
and pricing strategies should be a top 
management priority, not held back by 
historic publishing processes and struc-
tures but driven by a clear future vision 
of changing customer behavior and pos-
sibilities of the digital world.
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Hawk-Dove Pricing: Avoiding a Price War 

In this article, the author presents the 
game-theory model The Prisoner’s Di-
lemma in a pricing context to demon-
strate logic-based tactics pricers can use 
in avoiding price wars. This model also 
effectively demonstrates two impor-
tant pricing points: firms that realize 
their pricing actions affect the aggregate 
market’s profit potential tend to make 
more long-term profit than firms that 
practice predatory pricing tactics, and 
understanding the significance of inter-
dependence in pricing strategies in rela-
tionship to competitors not only allows 
for more informed decisions but overall 
market sustainability.  Curry W. Hil-
ton is a senior pricing analyst at Wiglaf 
Pricing and economics lecturer at Elon 
University. He can be reached at chil-
ton@wiglafpricing.com.

The ever-so-dreaded prisoner’s 
dilemma outcome achieved 
in most pricing wars can be 
avoided in some instances by 

applying games of coexistence. In par-
ticular, the Hawk-Dove game offers a 

unique result that fosters mutual bene-
fit and healthy market competition. The 
value contributed by the Hawk-Dove 
model involves understanding the cost of 
waging a price war, the potential strat-
egy-dependent profit realized, and the 
managerial security expressed.

The Hawk-Dove game is structured in a 
normal form representation in a duopoly 
setting with a strategy space of {Hawk, 
Dove} and profit as the sought after pay-
off. More formally, the game can be 
written: 
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The possible strategies employed by each 
firm are symmetric, where Hawk (Fight) 
refers to participating in a price war and 
Dove (Sharing) refers to maintaining 
price. The game assumes that playing a 
Hawk strategy ensures at least one player 
loses. The corresponding profits realized 
by each firm result from the intersec-
tions of each player’s strategy set. Payoffs 
understood are a function of the entire 
market profit, the cost incurred by par-
ticipating in a price war, and the prob-
ability of strategy selection. The Hawk-
Dove game in a normal form payoff 
matrix is modeled below.

The V and C in the game represent the 
entire market profit and cost of waging a 
price war, respectively. The game’s equi-
librium relies heavily on the relation-
ship between the market profit and cost 
of price war participation. We will ob-
serve two cases of V and C proportions 
and their resulting outcome.

Case 1: (V/2) – C ≥ 0

This basically infers that the entire mar-
ket profit distributed symmetrically be-
tween both competitors will exceed or 
equal the individual firm cost of engag-
ing in the price war. An example of this 
case could be V = $100 and C = $25. In 
this specific case, the normal form payoff 
matrix would be described in Figure 2.

The dominant strategy for each firm re-
gardless of the strategy the competing 
firm selects is Hawk—or in other words: 
participate in the price war. Since both 
firms have Hawk as their best response, 
the outcome of the game will be {Hawk, 
Hawk} and each will receive $25. Clear-
ly, the achieved outcome is not the most 
mutually beneficial. The Hawk-Dove 
game where the profit received by each 
firm in the market is greater than the 
cost of waging a price war, the prisoner’s 
dilemma result is realized.

Figure 1: Hawk-Dove Game Figure 2: Hawk-Dove Game (Case 1)
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Figure 3: Hawk-Dove Game (Case 2)

Figure 4: Expected Profits

Case 2: (V/2) – C < 0

In this scenario the profit realized by 
each firm in the market is less than the 
individual cost of engaging in a price 
war.  An example of this case could 
be V = 40 and C = 25. In this specific 
case, the normal-form payoff matrix 
would be described in Figure 3.

A dominant or dominated strategy is not 
present in the proposed game. The inter-
section of firm’s best response functions 
offers multiple Nash equilibria in the 
pure game. Further investigation sup-
ports a mixed-strategy Nash equilibrium 
according to the probability distribution 
of choosing a strategy and its comple-
ment. 

We will continue with our stated val-
ues for V and C in Case 2. Deriving the 
expected value realized by each firm ac-
cording to the probability of each em-
ployed strategy in relationship to the 
other firm’s strategy will offer a means 
of determining the optimal probability 
mix.

Assume p is the probability of a Hawk 
choice by one firm intersecting a Hawk 
choice by the other firm and (1-p) is the 
probability of a Hawk choice by one firm 
intersecting a Dove choice by the other 
firm. The expected profit realized by the 
Hawk type and Dove type are derived 
below.

Expected ProfitChoose Hawk = -5p + 40(1 - P) 
= 40 - 45p

Expected ProfitChoose Dove = 20(1 - p)  
= 20 - 20p

Setting the expected profits calculated 
above for choosing Hawk and Dove 
equal to each other, under an indiffer-
ence condition, will offer the steady-state 
probability of Hawk vs. Dove interac-
tions. In another perspective this prob-
ability can be viewed as the healthy pro-
portion of Hawks to Doves in a market 
composition.
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The probability of each firm choos-
ing Hawk or the proportion of Hawks 
in the entire market in this example is 
0.80. Therefore, the probability of each 
firm choosing Dove or the proportion of 
Doves in the entire market in this ex-
ample is 0.20. Figure 4 below models the 
payoffs received by playing Hawk (Blue 
Line) and Dove (Red Line) against the 
probability of choosing Hawk.

Assuming sym-
metric payoffs, the 
mixed-strategy equi-
librium declares that 
each firm expects 
to receive positive 
profits of $4 each. A 
firm changing their 
selection behav-
ior away from the 
steady state prob-
ability will deterio-
rate market fitness 
and encourage more 
frequent strategy 
selection. In Case 2, 
the saddle points of 
the game are {Hawk, 
Dove; Dove, Hawk; 
MSNE (p= 0.8)}. In 

the pure game and 
sub-game, the equi-
libriums offer solu-
tions that avoid the 
prisoner’s dilemma 
outcome.

The importance of 
coexistence games 
rests on the pro-
motion of sound 
market interactions 
even in the midst 
of irrational be-
havior. Firms that 
realize their pric-
ing actions affect 
the aggregate mar-
ket’s profit potential 
tend to make more 

long-term profit than firms that practice 
predatory pricing tactics. Understand-
ing the significance of interdependence 
in pricing strategies in relationship to 
competitors not only allows for more 
informed decisions but overall market 
sustainability. Avoiding price concessions 
for the sake of market-share capture and 
strategically “sharing” market profit by 
effective and legal price communications 
improves healthy competition.
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Live by the Surcharge, Die by the Surcharge 
In hard economic times, growth-
starved organizations often fall back 
on using the price lever to drive 
growth. However, failure to carefully 
manage cost-based price changes can 
lead to a number of negative conse-
quences. Customers that agreed to 
surcharges during tough times rea-
sonably expect them to go down or 
disappear when the supply situation 
changes, reinforcing that surcharges 
should be used with care, as the author 
explains. Author Mark Burton is Co-
Founder and Vice President of Hold-
en Advisors, Co-author Pricing with 
Confidence: 10 Ways to Stop Leav-
ing Money on the Table, CPP faculty 
member frequent PPS speaker. He can 
be reached at mburton@holdenadvi-
sors.com. 

When firms don’t have a 
strong value position in 
their markets and have 
failed to innovate in or-

der to create pricing power, their options 
for driving growth are limited. 

Without a strong market position, 
growth-starved organizations often fall 
back on using the price lever to drive 
growth. Since higher prices and lack of 
a compelling value proposition make a 
recipe for failure, many firms try to fi-
nesse the issue by layering on surcharges 
and fees. They reason, often correctly, 
that complexity and lack of transparency 
in pricing will keep the increases off of 
customers’ radar – at least for a time.

Sometimes, there are legitimate reasons 
for adding surcharges. When the costs of 
key inputs suddenly spike or increase in 
volatility, it is reasonable to pursue op-
tions for passing this added cost on to 
customers. 

In recent years manufacturers of elec-
tronic components have implemented 
surcharges driven by spiking copper 
prices. Similarly airlines instituted fuel 
surcharges as the costs of jet fuel in-
creased. At first pass this seems fair and 
reasonable. Events beyond the control of 
suppliers increase their costs, customers 
can go to independent sources to veri-
fy this, and an agreement is reached to 
implement a surcharge related to the cost 
driver.

The problem is that costs can go down 
as well up. Customers that agreed to 
surcharges during tough times reason-
ably expect them to go down or disap-
pear when the supply situation changes. 
When suppliers don’t respond or come to 
rely on revenues generated by surcharges, 
customers quickly learn the game and 
increase the pressure during price nego-
tiations. This is exactly 
what is happening 
with many airlines. 

A recent story in The 
New York Times de-
tailed how corporate 
buyers have watched 
fuel prices go down 
while fuel surcharges 
have not budged. The 
net effect has been 
an increase in negoti-
ated discounts for base 
fares and a further 
erosion of the quality of the relationships 
between the airlines and their largest 
customers.

Failure to carefully manage cost-based 
price changes can lead to a number of 

negative consequences. First, by their 
very nature, they take the focus of the 
conversation away from value. Custom-
ers will learn to watch the costs of your 
inputs and quickly point out when they 
appear to be going down. This starts a 
never-ending cycle of negotiations over 
your costs and margins and takes the 
focus away from value. This in turn can 
lead to forced unbundling as customers 
require suppliers to document and justify 
the price of every element of the offering. 

Cost-based justifications for price in-
creases have to be managed carefully and 
may need to include descriptions for the 
conditions under which prices may come 
back down again, or in the case of sur-
charges, when they will be eliminated. 

In the case of rapidly changing input 
costs, surcharges can be the best of many 
unattractive alternatives. Effective imple-
mentation requires recognition that cus-
tomers will give most firms the benefit 
of the doubt – as long as they act with 
integrity. Attempts to convert them into 
permanent, back-door price increases 
however, will turn many previously loyal 

customers into poker-playing price ne-
gotiators who will take far more profit 
out of the business through negotiated 
prices than can ever be covered by any 
surcharge.

Cost-based justifications for price 
increases have to be managed 
carefully and may need to include 
descriptions for the conditions under 
which prices may come back down 
again, or in the case of surcharges, 
when they will be eliminated.
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Figure 1

Voice-of-Customer Programs and Value-Based Pricing 

In this article, the authors explain why 
VOC (voice-of-customer) research pro-
grams should be an integral part of the 
value-based pricing process. Stephan 
Liozu (www.stephanliozu.com) is the 
Founder of Value Innoruption Advi-
sors and specializes in disruptive ap-
proaches in innovation, pricing and 
value management.  He earned a 
PhD in Management at Case Western 
Reserve University and can be reached 
at sliozu@case.edu. Linda Trevenen 
is Director of Marketing Excellence at 
Philips Home Healthcare Solutions 
(www.linkedin.com/in/lindatrevenen) 
and specializes in customer centric-
ity processes. She can reached at ltrev-
enen@gmail.com.

So you think you can implement 
value-based pricing without de-
signing and deploying voice-
of-customer (VOC) activities? 

Think again. 

Pricing based on customer value re-
quires the design and implementation 
of advanced and robust voice-of-cus-
tomer programs. This is why it is called 
customer value-based pricing! VOC is 
needed at multiple stages of the meth-
odology and this is why it is considered 
the most complex and demanding pric-
ing orientation. It is also the orientation 
that requires a great amount of market 
research investments. 

Now, of course, you can pretend to do 
value-based pricing and use input from a 
few customers and internal assessments 
from the sales team. We have all done 
this, especially when times are tough 
and budgets are being cut. But this ap-

proach can only provide preliminary test 
data. In no way, can these internal as-
sessments substitute the feedback from 
hundreds of customers whether you are 
doing a segmentation study or pricing 
research.

VOC Programs
VOC research programs should be an 
integral part of the value-based pricing 
process. It starts with a customer-need 
segmentation that will cluster customers 
based on what they want and why they 
buy for their suppliers. 

VOC also is an important part of the 
value modeling, the value mapping and 
the value messaging processes. For ex-
ample, a recently published paper on 
value modeling identifies nine market 
research methodologies that are typically 
used to assess customer economic value. 
Value-in-use analysis is one of these nine 
methodologies and probably the most 
advanced one. 

Finally, VOC data is equally important 
in the front-end of innovation to make 
game-changing discoveries that will gen-
erate greater willingness-to-pay, but also 
in all dimensions of pricing research. 
Best-in-class companies that use value-
based pricing have integrated VOC in all 

stages of the pricing process, in their in-
novation process and in their marketing 
excellence programs. Most likely their 
pricing and value management teams 
work closely with their market research 
departments.

Customer Centricity
Prior research on value-based pricing re-
vealed that its adoption and internaliza-
tion required a change of organizational 
DNA. Customer value becomes the core 
concept of this DNA change that re-
quires a customer-centric mentality. 

What do we mean by customer centric-
ity? Customer centricity begins with 
knowing a target audience better than 
they know themselves. It requires train-
ing of all customer-facing employees as 
well as of those who identify customer 
specifications for innovations so that 
they can understand the proper VOC 
process that will extract the right data 
from target customers. The proper VOC 
process is about what and how you listen 
to customers to increase the understand-
ing of their perceived value and behav-
ior-changing motivations.

The VOC process starts with the identi-
fication of key value drivers of the target 
audience. Generally, value drivers are the 
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main motivators that prompt an audi-
ence to commit to an action of choos-
ing a brand, a program, making a time 
investment, or paying additional money, 
etc. 

In the case of business owners for exam-
ple, they may be motivated if they can 
increase their revenue, reduce their costs, 
improve their company reputation or im-
prove their return on capital. Therefore, 
the first task in understanding what cus-
tomers value is knowing how to identify 
and prioritize their value drivers.

Questions to ask might 
include: 

•	 “How do you define success for your 
business?”, or 

•	 “How would you describe the key fac-
tors that influence your success mea-
sures?” 

If a key value driver is to “improve pro-
ductivity” for example, the focus is on 
optimizing employed labor rate and la-
bor throughput. In that case, follow-up 
research questions would focus on the 
specific activities they undertake to min-

imize their labor cost base. These activi-
ties might include training or recruiting 
employees, purchasing materials, manag-
ing finished goods, reducing employee 
error rates, etc. 

The goal is to identify the specific activi-

ties that the business owner prioritizes 
and recognizes as a factor for improving 
productivity. The trick is really to probe 
customers with in-depth questions and 
to let them communicate their thoughts, 
calculations and methods in their lan-
guage. Therefore the focus is on listening 
and probing with relevant questions. 

The follow-up step of the process is to 
quantify how much value an improve-
ment in each of these activities might 
deliver. Bottom line, being in tune with 
customer needs does not require any 

selling but rather focuses on uncover-
ing new ways customers can fulfill their 
objectives by partnering with you and 
adopting your technology. This is the 
difference between being product-centric 
and customer-centric. 

Value-based pricing is a difficult jour-
ney that requires change and invest-
ments. When you do it right though, 
you might uncover real customer needs, 
relevant levels of willingness-to-pay and 
you might be able to communicate value 
with impact.

Be bold. Join the value-based revolution!

An eBook by the authors further explaining 
value modeling can be accessed at www.
stephanliozu.com/index.php/store.

Investments in voice-of-customer programs are a 
critical and a necessary part of the process. You 
cannot do this on the cheap and you have to learn how 
to ask the right questions.


