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In 2011, Netflix’s pricing and brand-
ing shuffle enraged customers.  Af-
ter taking a few back steps, Netflix 
is at it again for 2014.  What makes 

Reed Hastings, CEO of Netflix, Inc. 
(NFLX) think he will succeed this time, 
given that customers and shareholders 
alike ranted hyperbolic disapproval at his 
earlier moves?

Strategic Error in 2011
As of 2010, Netflix subscribers could en-
joy a mix of online streaming and DVD-
by-mail movies from Netflix.  Sub-
scription prices varied according to the 
number of DVDs a customer could bor-
row at a time.

But Mr. Hastings perceived a shift com-
ing to the movie rental industry.  His 
vision for the future of DVDs rentals 
was bleak, but that for streaming video 
was bright.  Mr. Hastings’ desire to keep 
Netflix at the forefront of the shifting 
movie consumption patterns required 

decisions and actions, and so he took 
them—like any good CEO would do.

Around July 2011, Netflix began to qui-
etly separate its streaming line of busi-
ness from its DVD-by-mail line of busi-
ness with plans to charge $7.99 for each 
service with no bundled discount.  This 
relatively minor change in pricing alone 
created some customer complaints, but 
most customers accepted the change.

However, Hastings wanted to make the 
separation between the lines of business 
more obvious to customers, and perhaps 
set up Netflix, Inc. for restructuring.

In September 2011, two month after 
the pricing change, Netflix launched 
Qwikster.  Qwikster was the new portal 
through which DVD-by-mail subscrib-
ers were to order future DVD rentals, 
while Netflix was to remain the stream-
ing video subscription service.
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Customers howled at this change.  They 
neither liked having to use two websites 
nor the change in pricing.  16,000 sub-
scribers logged their complaints on the 
Netflix blog.

By October 2011, just one month after 
the launch of Qwikster, Netflix retreat-
ed.  They killed Qwikster, returned these 
customers to the Netflix brand, yet kept 
the price structure changes in place.

By 2011 year end, subscription num-
bers had returned to an upward path.  
610,000 new subscribers had joined the 
Netflix services in the fourth quarter of 
2011.  The total number of subscribers 
hit 24.4 million at 2011 year end, leaving 
only a small dent in the upward trajec-
tory from the prior June 2011 subscriber 
base of 24.6 million related to the third-
quarter pricing and branding changes.

It appeared as though the customer 
complaints were arising more from a 
branding challenge than a pricing chal-
lenge.  Customers really didn’t like the 
new Qwikster brand, Qwikster website, 
nor Qwikster login-process, but they 
were willing to accept the new pricing 
structure.

That is, the strategic error was in brand-
ing, not pricing.  And the error was not 
insurmountable.  Following a quick 
branding correction by Hastings, Netflix 
was back in the game.

And Strategic Changes  
in 2014?
Through 2012 and 2013, subscriber 
numbers continued to grow at Netflix 
to 38.5 million, through rapid growth 
to 31.7 million streaming customers and 
slow declines to 6.8 million DVD-by-
mail subscribers.  These changing sub-
scription patterns showed Hastings pre-

science, yet it 
also raised new 
questions:  How 
will Netflix de-
fine the future 
of the movie-
streaming busi-
ness?

In January 2014, Hastings announced 
he has been exploring his possibilities in 
both pricing and branding once again.

First, in terms of branding, he has qui-
etly moved the DVD-by-mail business 
to dvd.netflix.com and has determined 
to brand future envelopes with the dvd.
netflix.com logo.  This small change in 
branding seems to have gone over with 
customers without a hiccup.

Second, in terms of pricing, Netflix has 
added two tiers.  At the lower end, Net-
flix is testing a $6.99 offer for single-
streaming.  At the upper end, Netflix 
is testing an $11.99 offer for four con-
current streams on top of its 3-stream 
standard at $7.99.  Netflix is also testing 
price differentials for standard definition 
versus high-definition streaming.  Hast-
ings has indicated an intention to define 
three different standard options for cus-
tomers to select between.

Will the 2014  
Branding Changes Stick?
Unlike the 2011 move, the 2014 brand-
ing shift is unlikely to cause major chal-
lenges for Netflix.

The change from netflix.com to dvd.net-
flix.com is subtle.  It is along the order 
of magnitude of British Petroleum us-
ing the BP name and 20th Century Fox 
shifting to 21st Century Fox, or the de-
velopment of a single logo for the collec-
tion of businesses run by Emerson. And, 

as people are be-
coming comfort-
able with subdo-
mains as internet 
addresses prolif-
erate, they aren’t 
likely to see the 
shift as a signifi-
cant change.

But most importantly, the shift is un-
likely to be perceived as a message from 
Netflix to its DVD-by-mail customers 
that Netflix no longer desires their busi-
ness, unlike the prior removal of the 
Netflix brand name from that subscriber 
base and the unceremonious shift to the 
Qwikster moniker.

As Regis McKenna has espoused, a 
brand is a history of experiences through 
which customers learn what to expect 
from the relationship.  As such, unilater-
ally killing that relationship by throwing 
customers into a new brand is a danger-
ous move for a business to take in one 
step.  Case studies have demonstrated 
that slow adjustments over time can en-
able the shift, but dramatic moves in 
brand names disrupt business.

Hastings’ small shift in branding the 
DVD-by-mail business is likely to be 
part of a long-term move to prepare Net-
flix for a streaming-focused business.   
But for now, Netflix is able to both state 
it values its DVD-by-mail customers and 
is building its streaming subscriber base.

“Ands” work better than “buts,” and 
maintaining relationships works better 
than distancing customers.

And the 2014 Pricing?
Like the 2011 move, the 2014 pricing 
shift is likely to improve Netflix’s future.

The change from a single price point and 
package to a multiple price points and 
packages is aligned with the growth of 
the overall streaming video market cat-
egory.

As product categories escape the intro-
duction phase and transition through 
the growth phase en route to maturity, 
customers disaggregate from a mono-
lithic market into distinct segments.  
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In 2011, Netflix’s pricing and branding shuffle enraged customers.  After taking a few back steps, Netflix 
is at it again for 2014.  What makes Reed Hastings, CEO of Netflix, Inc. (NFLX) think he will succeed this 
time, given that customers and shareholders alike ranted hyperbolic disapproval at his earlier moves? 

 

Strategic Error in 2011 

As of 2010, Netflix subscribers could enjoy a mix of online streaming and DVD-by-mail movies from 
Netflix.  Subscription prices varied according to the number of DVDs a customer could borrow at a time. 

 

But Mr. Hastings perceived a shift coming to the movie rental industry.  His vision for the future of DVDs 
rentals was bleak, but that for streaming video was bright.  Mr. Hastings’ desire to keep Netflix at the 
forefront of the shifting movie consumption patterns required decisions and actions, and so he took 
them—like any good CEO would do. 

 

 Will the 2014 Branding Changes Stick? 

Unlike the 2011 move, the 2014 branding shift is unlikely to cause major challenges for Netflix. 

The change from netflix.com to dvd.netflix.com is subtle.  It is along the order of magnitude of British 
Petroleum using the BP name and 20th Century Fox shifting to 21st Century Fox, or the development of a 
single logo for the collection of businesses run by Emerson. 

And, as people are becoming comfortable with subdomains as internet addresses proliferate, they 
aren’t likely to see the shift as a significant change. 

But most importantly, the shift is unlikely to be perceived as a message from Netflix to its DVD-by-mail 
customers that Netflix no longer desires their business, unlike the prior removal of the Netflix brand 
name from that subscriber base and the unceremonious shift to the Qwikster moniker. 

As Regis McKenna has espoused, a brand is a history of experiences through which customers learn 
what to expect from the relationship.  As such, unilaterally killing that relationship by throwing 
customers into a new brand is a dangerous move for a business to take in one step.  Case studies have 
demonstrated that slow adjustments over time can enable the shift, but dramatic moves in brand names 
disrupt business. 

Hastings’ small shift in branding the DVD-by-mail business is likely to be part of a long-term move to 
prepare Netflix for a streaming-focused business.   But for now, Netflix is able to both state it values its 
DVD-by-mail customers and is building its streaming subscriber base. 

“Ands” work better than “buts,” and maintaining relationships works better than distancing customers. 

And the 2014 Pricing? 

Like the 2011 move, the 2014 pricing shift is likely to improve Netflix’s future. 

The change from a single price point and package to a multiple price points and packages is aligned with 
the growth of the overall streaming video market category. 

As product categories escape the introduction phase and transition through the growth phase en 
route to maturity, customers disaggregate from a monolithic market into distinct segments.  Different 
customers, and therefore different segments, will desire different things from the market category.  
Astute marketers therefore engage these segments by offering product packages which meet the 



 PRICING ADVISORThe

www.pr ic ingsociety.comA Professional  Pr ic ing Society Publ icat ion

3535 Roswell Road, Suite 59 
Marietta, GA 30062 
770-509-9933

February 2014 3

Different customers, and therefore differ-
ent segments, will desire different things 
from the market category.  Astute mar-
keters therefore engage these segments 
by offering product packages which meet 
the various segments’ demands at prices 
they are willing to pay and which overall 
improve the firm’s overall profitability.

Mr. Hastings is well aware of this.  In 
response to pricing questions during the 
22 January Netflix Earning Call, 
he stated in the “It’s not clear 
that one price fits all” after stat-
ing “We’re willing to take on a 
slightly richer offering and real-
izing that that might be better 
for consumers and us.”  Existing 
customers will find their current 
plans grandfathered into the near 
future.  New customers will find 
their options expanded and be 
able to select offers which better 
align with their needs and pock-
etbooks.

In other words, Mr. Hastings realizes the 
streaming video market is in the growth 
phase and that if Netflix is to win mar-
ket dominance at the maturity phase, it 
needs to broaden choices for customers 
now.

Mr. Hastings went on to indicate that 
the current experiments in pricing and 
packaging is not over.  More changes 
may come.  This too is good.

The three streaming packages in their 
current form are unlikely to exhaust the 
future needs of the market or cost struc-
tures.  Variations in internet download 
speeds, the greater value delivered in 
high-density video over standard-density 
video, and the potential impact of the 
end of net neutrality all create the need 
for flexibility in pricing—not to mention 

potential competitive moves and content 
supplier opportunities.

Swill the Trough
This time around Reed Hastings’ brand-
ing and pricing moves are aligned with 
the market needs.  The hyperbole sur-
rounding his 2011 error is unlikely to 
be resuscitated in 2014.  Instead, Netflix 
should swill down the trough and con-
tinue its explorations.

Note of Interest and Holdings: At the 
time of writing, the author is not currently 
a direct consultant to nor investor in any of 
the firms listed in this article.
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In this article, the authors discuss strate-
gies for utilizing price differentiation to 
increase bottom-line results in whole-
sale. Arjen Brasz, MSc is a Senior Con-
sultant at Simon-Kucher & Partners 
in Amsterdam. He specializes in price 
and profit optimization for wholesalers 
and distributors with consulting project 
experience in Europe, the United States 
and Asia. Pieter Fourie, MSc is a Con-
sultant at Simon-Kucher & Partners in 
Amsterdam. He is a data analysis and 
modeling expert with consulting project 
experience in Europe, the United States 
and Africa. They can both be reached 
via www.Simon-Kucher.com.

Value Pricing through Needs Based 
Customer Segmentation

The tough current economic en-
vironment makes identifying 
revenue and margin growth 
opportunities difficult. As a 

result many wholesalers are experienc-
ing declining volumes and severe margin 
pressure. In an attempt to compensate, 
many try to maintain volume by lower-
ing prices and costs instead of optimiz-
ing prices.

This article offers a pragmatic approach 
to identifying customer segments based 
on similar buying patterns, supporting 
effective price differentiation. Experience 
shows that if this approach is implement-
ed appropriately, margins can improve 
by two to three percentage points.

The right price for  
every transaction 
Typically, wholesalers use a list price per 
product combined with a discount ma-
trix to differentiate net prices between 
customers. Since every customer has a 

unique willingness to pay, every custom-
er should ideally receive a unique dis-
count per product. In practice, however, 
extracting the full willingness to pay 
from all customers in a large customer 
base is complex. Due to this complexity, 
companies tend to set net prices based 
on a mix of gut feeling, cost-plus calcu-
lation and competitive price levels com-
bined with numerous additional manual 
discounts.

An unsystematic approach toward pric-
ing combined with numerous additional 
manual discounts has two main disad-
vantages:

1. Margin leakage 
Margin leakage occurs when customers’ 
perceived values of products are higher 
than the actual price they pay for the 
products. To improve margin the cus-
tomers’ willingness to pay must be ex-
tracted effectively. Specifically, price 
differentiation needs to be applied 
based on segmentation criteria that re-
flect a customer’s value to the company. 

These segmentation criteria should not 
be overly complex to ensure manageabil-
ity. Price differentiation entails offering 
multiple net price points to different cus-
tomers in order to match differences in 
willingness to pay. However, deal prepa-
rations or discount matrices are often de-
signed with insufficient understanding of 
differences in perceived value to custom-
ers. Understanding these perceived dif-
ferences is the key to extracting willing-
ness to pay. Depending on the segment, 
customers can have completely different 
perceptions of a product’s value.

2. Harmonization risks between cus-
tomers
The lack of a structured price differen-
tiation approach results in suboptimal 
profits. Furthermore, harmonization 
risks between customers increase dur-

ing mergers and acquisitions. There is 
a high risk of customers hearing about 
the prices paid for goods and services 
by other customers. If prices differ be-
tween customers, without a supporting 
price differentiation structure, credibility 
is often questioned and forced price de-
creases follow. To avoid such situations it 
is essential to be proactive, reducing risk 
through implementing a structured price 
differentiation strategy.

Customer base 
segmentation
Customer segmentation is a method 
that groups customers into homogenous 
combinations. Customers belonging to a 
single group are considered comparable 
and should therefore be treated similarly. 
Typically the segmentation process in-
cludes four steps as depicted in Figure 1. 

Commonly, customers are segmented by 
dividing them up into comparable peer 
groups based on factors such as revenue 
contribution, share of wallet and poten-
tial. However, it is far more effective to 
segment customers bottom up, that is, 
based on their similar buying patterns. 

The main advantage of this approach is 
that it creates a base for clear value argu-
mentation toward the customer as seg-
mentation is performed on actual cus-
tomer behavior. This makes it possible 
to create and maintain fair and effective 
price differentiation between customer 
segments, which in turn leads to im-
proved extraction of willingness to pay. 
In addition, it is a far better alternative 
to simply relying on assumptions of the 
internal (sales) organization. 

The technique used to conduct the cus-
tomer segmentation depends mainly on 
the size of the customer base. Small cus-
tomer bases can be segmented manually. 
However, as the size of the customer base 
increases alternative methods need to be 
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Figure 1: Customer segmentation approach

considered. Since wholesalers typically 
have several thousands of customers, us-
ing statistical methods is recommended 
when considering the bottom-up seg-
mentation approach. 

The bottom-up approach requires ana-
lyzing customer buying behavior to iden-
tify their buying patterns. These buying 
patterns can be used to group compa-
rable customers into segments. Once the 
segments have been identified they need 
to be commercialized. Commercializing 
entails naming segments based on the 
factors which make them unique. Ap-
propriate naming of segments is crucial 
to the success and the usability thereof 
and should be performed by (or with the 
assistance of) experts with sound market 
knowledge. Only after diligently com-
mercializing customer segments, can 
they be utilized.

Effective price 
differentiation by segment
Once customer segments have been iden-
tified, it is possible to determine the rel-
evant importance and value of different 
products and services to each customer 
segment. This information is typically 
used to sort products and services into 
categories such as core assortment and 
supplementary assortment. 

Core products and services are those that 
are purchased frequently and are there-
fore high on the customer’s price radar. 
Prices of these products and services 
should be competitive and will typical-
ly realize lower margins than the same 
products being treated as supplementary 
in other customer segments. Supplemen-
tary products are products that are rarely 
bought and perceived as an addition to 
the set of core products that are bought 
frequently. When supplementary prod-
ucts are bought, customers attach less 
importance to their prices. 

Having effective and structured price 
differentiation between customer seg-
ments that responds to buying behavior 
makes it possible to extract customers’ 
willingness to pay.

Further approaches to 
increase value extraction

Differentiated market approach
Utilizing customer segments supports 
comparing revenue (growth) and profit-
ability between groups. Additionally, it 
makes it possible to identify goals and 
focus areas per segment which can then 
be used to guide sales. 

White spot analysis
Customer segments, based on buying 
patterns, can be used to identify which 
products customers are purchasing from 
competitors. This can be derived from 
purchasing patterns of similar customers 
in the same peer group; useful informa-
tion that can later be used during nego-
tiations with customers.

Conclusion
Pricing hugely influences profitability 
and should be a main topic among low-
margin companies, such as wholesalers. 
Although there is much to gain, many 
companies do not take advantage of the 
improvement potential which lies within 
pricing. In order to improve profitabil-
ity pricing can and should, be used to 
extract customers’ willingness to pay.  
An effective way of doing this is to uti-
lize wholesale data to conduct customer 
segmentation based on buying patterns. 
From the buying patterns products high 
on customers’ price radar can be de-
duced and the perceived customer value 
of products and services can be derived. 
The identified segments should be used 
as a basis to design a structured price dif-
ferentiation strategy. When implemented 
appropriately, this will lead to improved 
extraction of willingness to pay thereby 
increasing profitability.

- 0 -
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Content

Weighting Scaling & 
thresholds

Classification
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scores
Definition of customer 
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Definition of criteria
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Change Management and Pricing 
In this article, the author presents the 

results and findings of a multi-year ex-

ploration which uniquely links pricing 

and change management and argues 

that change management is a required 

skill of the future for pricers. Stephan 

Liozu (www.stephanliozu.com) is the 

Founder of Value Innoruption Advi-

sors and specializes in disruptive ap-

proaches in innovation and value 

management.  He earned a PhD in 

Management from Case Western Re-

serve University and can be reached at 

sliozu@case.edu.

Organizational change is hard. 
Studies show that approxi-
mately 70 percent of planned 
organizational change ini-

tiatives fail (Judge and Douglas 2009). 
To effect change, organizations must be 
receptive to it (Butler 2003) and ready 
for it (Holt, Armenakis et al. 2007). 
Yet among a plethora of academic stud-
ies addressing organizational change, 
few deal specifically with organizational 
change capacity (OCC) which elevates 
the concept of change management at 
the organizational level. Most studies 
focus instead on adjacent concepts such 
as adaptive capacity defined by Staber 
and Sydow (2002:410) as “the ability to 
cope with unknown future circumstanc-
es or organizational flexibility defined by 
Hatum and Pettigrew (2004:239) as “a 
combination of a repertoire or organiza-
tional and managerial capabilities that 
allows organizations to adapt quickly un-
der environment shifts”.

Keeping in mind the 70% failure rate 

statistic, one might wonder if this is also 
true for change management related to 
pricing projects or pricing transforma-
tions. If this holds true, then, it is time 
to pay close attention to change manage-
ment and to embark on an exploration 
of what we might be able to learn from 
change management literature and from 
some of the key change management 
methodologies. In this paper, we are 
showing some of the findings from my 
exploration of change literature, some 
of the findings from a survey on change 
and pricing conducted with the sup-
port from Professional Pricing Society in 
2012, and from our recent certification 
as a Prosci® Certified Change Manager. 

Two years of in-depth studies combined 
with real pricing case studies led to the 
development of a change management 
framework dedicated to pricing and to 
the creation of a new certification called 
Change Agent in Pricing™ (CAP™ - 
www.changeagentinpricing.com). 

What Change Literature  
is Telling Us
Traditionally, change is applied at the 
individual or team level. Academic and 
practitioner papers have focused on why 
people need to change and what mo-
tivates them to change whether at the 
personal level or when interacting with 
other team members. Only recently has 
an emerging stream of literature explored 
the capacity of an entire organization 
to change. Moilanen (2005:71) defined 
organizational change capacity as “a 
consciously managed organization with 
’learning‘ as a vital component in its val-
ues, visions and goals, as well as its ev-
eryday operations and assessment.” 

Lately, Judge and Douglas (2009:635) 
proposed a refined definition by combin-
ing organizational and managerial capa-
bilities allowing “an enterprise to adapt 
more quickly and effectively than its 
competition to changing situations.” Or-
ganizational change capacity needs addi-
tional academic exploration to enter the 

field of widely accepted change manage-
ment concepts. The uniqueness of this 
concept versus others lies in that it fo-
cuses on the equilibrium between change 
activities and the management of daily 
operations (Judge and Blocker 2008). 
It assumes that change is a continuous 
process and not a punctuated or isolated 
event (Meyer and Stensaker 2006) and 
it embraces the resource-based view of 
the firm indicating that organizational 
change capacity requires the develop-
ment of dynamic organizational capabili-
ties (Judge and Elenkov 2005). 

The dynamic nature of change capac-
ity capabilities at the organizational lev-
el makes it a strategic weapon to allow 
some firms in a rapid changing environ-
ment to remain nimble, more able to 
change quickly at the same time as im-
plementing deep and continuous change 
initiative (Judge and Blocker 2008). This 
allows firms to be able to learn from 
changes in the environment and to ex-
ploit these changes as they transform 
their internal processes. 

As organizations are able to focus on 
both change and stability, they also need 
to deploy appropriate organizational pro-
grams to balance the mix of explorato-
ry and exploitative adaptations (March 
1999, March 2006) that are required. 
This is quite a demanding exercise which 
reinforces the need to use organizational 
architecture to manage multiple con-
flicting demands (Meyer and Stensaker 
2006). In other words, for an organiza-
tion to change, they have to embrace 
what is happening currently in the busi-
ness as well as slowly deploying and in-
tegrating new concepts, methods, ideas, 
etc. That requires tremendous alignment 
in management objectives. It also re-
quires a top leader or a team of leaders 
that are able to orchestrate the change in 
a coordinated fashion.

We adopt these scholarly views and con-
jecture that organizational change capac-
ity is a central concept to pricing change 
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Figure 2: 8 Dimensions of Organizational Change Capacity

Figure 1: Sample Characteristicsand to the deployment of strategic pric-
ing projects. We posit that organizations 
which can develop unique change man-
agement capabilities at the organization-
al level can acquire a strategic weapon 
in the field of pricing that will create a 
significant competitive advantage ver-
sus their competition. Our knowledge 
exploration and academic survey also 
support the presence of a direct positive 
relationship between organizational 
change capacity in pricing and pricing 
performance.

Findings from a Survey in 
Change and Pricing
In late 2012, we designed a cross-section-
al self-administered survey to measure 
some of the critical variables that might 
influence an organization’s capacity to 
change and adopt pricing programs. Pro-
fessional Pricing Society (PPS) supported 
our research by 1) providing access to 
their database of active members, 2) dis-
tributing the survey electronically, and 
3) conducting follow ups to non-respon-
dents. Characteristics of the respondents 
are provided in Figure 1. 

The survey was administered to the PPS 
membership base in an electronic man-
ner. A link was included in an email 
sent by PPS marketing team. Follow-
ing the initial email, two reminders were 
sent by PPS to encourage participation. 
Over 1500 responses were collected. Af-
ter removing all partial and incomplete 
responses, 939 survey responses were 
deemed acceptable to perform statistical 
analysis.

Survey Findings: Full results from this 
survey were published in the Fourth 
Quarter 2012 edition of the Journal of 
Professional Pricing. For the purpose of 
this study, we focus on the central con-
cept of our study called organizational 
change capacity. A thirty two-item in-
strument developed by Judge and Doug-
las (2009) was used to assess organiza-
tional change capacity. Each item was 
measured using a seven-point Likert scale 
anchored at the extremes by ‘strongly 
agree’ and ‘strongly disagree’. This mea-
surement scale consisted of eight criti-
cal dimensions of change each having 4 

specific items to be rated as 
shown in Figure 2.

We aggregated the average 
score for each dimension 
based on the agreement rat-
ings of respondents on each 
items. The Capable Cham-
pion of change received 
the highest rating with an 
average of 4.99 out of 7. 
Closely in second position 
is the dimension of system 
thinking indicating that change agents 
and organizational actors need to think 
in multiple dimensions and consider in-
terdependencies of all change activities. 
Dimensions related to accountability and 

trust came in respectively in third and 
fourth place.

It is interesting to note that the dimen-
sion of innovation culture ranked in 7th 
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FIGURE 4 
8 Dimensions of Organizational Change Capacity 

Nature Count % Function Count %
B2B 761 81% General Management 100 11%
B2C 143 15% Mrketing & Sales 148 16%
Not Sure 35 4% Pricing and RM 631 67%
Firm Size Count % Others 60 6%
Less than 1000 215 23% Corporate Pricing Team Count %
1,001 to 10,000 294 31% Yes 677 72%
Over 10,000 425 45% No 243 26%
Not sure 5 1% Not Sure 19 2%
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 We aggregated the average score for each dimension based on the agreement ratings of 
respondents on each items. The Capable Champion of change received the highest rating with an 
average of 4.99 out of 7. Closely in second position is the dimension of system thinking indicating 
that change agents and organizational actors need to thin in multiple dimensions and consider 
interdependencies of all change activities. Dimensions related to accountability and trust came in 
respectively in third and fourth place. 

 
 It is interesting to note that the dimension of innovation culture ranked in 7th place 
potentially indicating that pricing change can still happen without necessarily having an innovation 
culture. With capable champions leading the charge, organizations can adapt and change. 
 Let us now review the top five dimensions of change and their specific item ratings. Not 
surprisingly, interpersonal skills, will and creativity of change champions were rated the highest by 

Dimensions Average Score
Capable Champions 4.99
Systems Thinking 4.89
Accountable Culture 4.87
Trustworthy Leaders 4.78
Involved Mid-management 4.78
Trustworthy Followers 4.64
Innovation Culture 4.57
Systems Communication 4.33
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place potentially indicating that pricing 
change can still happen without nec-
essarily having an innovation culture. 
With capable champions leading the 
charge, organizations can adapt and 
change.

Let us now review the top five dimen-
sions of change and their specific item 
ratings. Not surprisingly, interperson-
al skills, will and creativity of change 
champions were rated the highest by our 
939 respondents as shown in Figure 4. 

Respondents also report the importance 
of institutionalizing changes for the long 
term by strongly addressing the root 
causes instead of just the symptoms of 
the need for change. The reality is that 
many firms try to confront and fix their 

pricing problems without paying enough 
attention to the root causes of these 
problems.

When asked about accountability, re-
spondents clearly indicated that accepting 
the responsibility for getting pricing work 
done was the most important item in the 
dimension. This responsibility meant to 
meet deadlines and honor resource com-
mitment as shown in Figure 6.

Trust was also an important dimen-
sion of the organizational change capac-
ity concept. For our survey respondents, 
trustworthy leaders demonstrate the abil-
ity to protect the core while encouraging 
change. They also show courage in their 
support for pricing change initiative as 
shown in Figure 7.

The lack of support from middle man-
agement is often reported as a reason 
for change failure. In our survey, pric-
ing and business professionals indicat-
ed that these middle managers need to 
show commitment to the organization’s 
well-being and balance change initiatives 
while getting work done. This concept 
of managing the current business while 
driving change is closely related to the 
concept of ambidexterity.

Another important concept in this 
change survey was the behavior champi-
ons to support pricing activities and pro-
grams. A nine-item instrument adapted 
from Howell and Shea (2005) was used 
to assess champion behaviors. Each item 
was measured using a seven-point Lik-
ert scale anchored at the extremes by 
‘strongly agree’ and ‘strongly disagree.’ 
The involvement of top management in 
our respondents’ firms is characterized 
by (see Figure 8).

As in previous studies which included 
a championing dimension, champions’ 
conviction in driving pricing change 
initiatives is critical in acquiring orga-
nizational buy-in and participation in 
change initiatives. Conviction is also 
complemented by champions’ confidence 
in what pricing can do and in what the 
team can achieve. Champions get deci-
sion-makers involved at the right place 
and at the right time in the pricing pro-
cess and in pricing decisions.

Survey Conclusions: Our research proj-
ect reveals some important facts about 
change management with pricing and 
business professionals:

• A vast majority of respondents have 
been exposed to formal training in 
change management either in their 
firm or at University indicating that 
change management is recognized 
as an important skill for pricing and 
business professionals.

• There are eight dimensions of orga-
nizational change capacity that need 
to be considered when a firm wants 
to embark on large-scale pricing ini-
tiatives related to pricing. This rein-
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our 939 respondents as shown below. 

 
 Respondents also report the importance of institutionalizing changes for the long term by 
strongly addressing the root causes instead of just the symptoms of the need for change. The reality 
is that many firms try to confront and fix their pricing problems without paying enough attention to 
the root causes of these problems. 

 

 When asked about accountability, respondents clearly indicated that accepting the 
responsibility for getting pricing work done was the most important items in the dimension. This 
responsibility meant to meet deadlines and honor resource commitment as shown below. 

 
 Trust was also important dimension of the organizational change capacity concept. For our 
survey respondents, trustworthy leaders demonstrate the ability to protect the core while 
encouraging change. They also show courage in their support for pricing change initiative as shown 
below. 

 
 The lack of support from middle management is often reported as a reason for change 
failure. In our survey, pricing and business professionals indicated that these middle managers need 
to show commitment to the organization well-being and balance change initiative while getting 

In this organization, change champion(s)… (Dimension: Capable Champions) Average
Possess good interpersonal skills 5.11
Have the will and creativity to bring about change 5.04
Are willing and able to challenge the status quo 4.99
Command the respect of the rest of the organization 4.79
Dimension Average 4.98

In this organization, change champions recognize.… (Dimension: System Thinking) Average
The importance of institutionalizing change 5.09
The value of addressing causes rather than symptoms 4.92
The systems implications of change 4.81
The need to realign incentives with desired changes 4.73
Dimension Average 4.89

In this organization, employees.… (Dimension: Accountable Culture) Average
Accept responsibility for getting work done 5.24
Meet deadlines and honor resource commitments 5.00
Have clear roles for who has to do what 4.62
Experience consequences for outcomes of their actions 4.61
Dimension Average 4.87

In this organization, business unit leader(s)… (Dimension: Trustworthy Leaders) Average
Protect the core value while encouraging change 5.00
Show courage in their support for change initiative 4.88
Consistently articulate a inspiring vision of the future 4.73
Demonstrate humility while fiercely pursuing the vision 4.50
Dimension Average 4.78
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Figure 9

forces the fact that change is multi-
dimensional and somewhat complex. 
Change initiatives related to pricing 
need to be properly designed to ac-
count for all eight dimensions while 
focusing on the most important 
change drivers.

• The three most relevant dimensions 
of organizational change capacity are 
capable champions, systems think-
ing and a culture of accountability. 
All three were rated the highest by 
our 939 respondents.

• Organizations and their actors need 
to demonstrate the ability to run the 
daily operations and change initia-
tives at the same time. But both 
sets of activities need to be closely 
aligned with a proper pricing vi-
sion, aligned goals and performance 
outcomes. The dimension of orga-
nizational alignment as part of the 
change culture seems to be an im-
portant one.

• Leaders and change champions need 
to demonstrate that they can protect 
the core values and at the same time 
embrace change initiatives reinforc-
ing our concept of ambidexterity. 
Change champions need to be capa-
ble of leading change, possess good 
interpersonal skills and show strong 
conviction, courage and confidence 
for change.

How to Build Capable 
Change Champions?
Armed with what is important to change 
organizations, the next logical question 
becomes “how to build capable change 
agents in pricing?” How do you train 
pricing professionals to become the 
change champions that organizations 
need to get new ideas, concepts, and 
program integrated in the firm’s DNA? 
This is easier said than done. Building 
change capabilities take a long time, but 
the sooner you start the better! Follow-
ing our survey on change and pricing, 
we searched for the best-in-class training 
programs and certifications on change 
management and change leadership. 

We identified six methodologies based 
on their professionalism, their academic 
robustness, and their rate of adoption 
by change practitioners. By far, Kotter’s 
Change Model is the most recognized of 
change management methodologies. It 
offers 8 steps for implementing success-
ful change starting with a strong sense of 
urgency and finishing with the integra-
tion of change into the culture. 

The Kotter model also focuses strongly 
on two dimensions of change: change 
management and change leadership. Pro-
sci® and LaMash Global are advanced 
change management methodologies of-
fering tools, methods, and scientific as-
sessments based on robust benchmarking 
studies. Both organizations offer formal 
change certifications. Boyatzis’ Inten-
tional Change Theory and Pro-Axios’ 
organizational insight process are social 
and behavioral models that proactively 
engage organizations to change based 
on uniquely developed instruments and 
surveys. Finally, the McKinsey 7S frame-
work ties strategic intent with change 
management across 7 specific dimen-
sions. There are probably others in the 
marketplace and we encourage you to 
find them. These six methodologies share 
some common themes and concepts:

1. Change needs to be intentional 

and focused: Change management 
cannot be reactive. It has to be in-
tentionally designed and managed 
across the organization. Change 
requires a sense of urgency for do-
ing things differently. It starts with 
an organizational realization that 
some issues need to be fixed. It is 
easier to do when the organization is 
facing adversity. It is less easy to do 
when an organization is successful. 
Why should I invest in pricing when 
we are making great margins? How 
many times have you heard that?

2. The vision is critical for success: 
Vision is critical in driving change. 
The vision rallies people around 
a goal and an outcome. This may 
be one of the most neglected com-
ponents of change initiatives. Not 
many firms have a declared pricing 
vision. In fact, a 2012 survey we 
conducted with 557 CEO’s showed 
that only 39% of them had a pric-
ing vision.

3. Change management is not project 
management: These are two differ-
ent disciplines. They are often mixed 
up. You might hear “yes we do 
change management as part of our 
project” when in fact, pricing pro-
fessionals focus solely on the techni-
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work done. This concept of managing the current business while driving change is closely related to 
the concept of ambidexterity. 

 

Another important concept in this change survey was the behavior champions to support 
pricing activities and programs.  A nine-item instrument adapted from Howell and Shea (2005)  was 
used to assess champion behaviors. Each item was measured using a seven-point Likert scale 
anchored at the extremes by ‘strongly agree’ and ‘strongly disagree.’ The involvement of top 
management in our respondents’ firms is characterized by: 

 
 As in previous studies which included a championing dimension, champions’ conviction in 
driving pricing change initiatives is critical in acquiring organizational buy-in and participation in 
change initiatives. Conviction is also complemented by champions’ confidence in what pricing can 
do and in what the team can achieve. Champions get decision-makers involved at the right place 
and at the right time in the pricing process and in pricing decisions. 
Survey Conclusions: Our research project reveals some important facts about change 
management with pricing and business professionals: 
- A vast majority of respondents have been exposed to formal training in change management 

either in their firm or at University indicating that change management is recognized as an 
important skill for pricing and business professionals. 

- There are eight dimensions of organizational change capacity that need to be considered when a 
firm wants to embark on large-scale pricing initiatives related to pricing. This reinforces the fact 
that change is multi-dimensional and somewhat complex. Change initiatives related to pricing 
need to be properly designed to account for all eight dimensions while focusing on the most 
important change drivers. 

- The three most relevant dimensions of organizational change capacity are capable champions, 
systems thinking and a culture of accountability. All three were rated the highest by our 939 
respondents. 

In this organization, middle manager (s)… (Dimension: Involved Mid-management) Average
Show commitment to the organization well being 5.24
Balance change initiative while getting work done 4.81
Voice dissent opinions constructively 4.68
Effectively link top executives with frontline employees 4.38
Dimension Average 4.78

Championing Behaviors Average
Expresses strong conviction about the importance of pricing 5.30
Gets key decision makers involved in the pricing process 5.20
Expresses confidence in what pricing can do 5.19
Gets the right people involved in pricing discussions 5.04
Gets pricing problems into the hands of those who can solve them 5.02
Enthusiastically promotes the pricing function 4.76
Shows tenacity in overcoming obstacles when changes in pricing are needed 4.71
Acts as a champion of pricing 4.66
Knocks down barriers and obstacles to pricing implementations 4.51
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cal aspect of their projects. Project 
management deals with the techni-
cal side of moving from current state 
to future state. Change management 
focuses on the people side of that 
transition. They need equal attention 
and work hand-in-hand in project 
teams.

4. Pay attention to all relevant stake-
holders: A big misconception is that 
pricing changes only concern pricing 
teams and sales organizations. Or-
ganizational change 
deals with everyone 
who touches pric-
ing (finance, sup-
ply chain, customer 
service, etc.) and 
who interacts with 
customers (techni-
cal support, drivers, 
sales, etc.). That requires different 
organizational road mapping exer-
cises: from stakeholder analysis, to 
what’s in it for me analysis, to holis-
tic training plans.

5. Change requires leadership sup-
port: Our survey indicates that 
change without capable champions 
and top leadership support is dif-
ficult. Resistance to pricing change 
might come from the top as well. 
The role of the top leaders is to iden-
tify and make resources available 
to the pricing change agents. They 
remove roadblocks and tackle bottle-
necks.  

Putting the Pieces Together
This multi-year exploration uniquely 
linked pricing and change management. 
Our findings demonstrate the impor-
tance of change management in the pric-
ing function. Change management is a 
required skill of the future for pricers. 

In this paper, we proposed the impor-
tant dimensions of organization change 
capacity in pricing and we briefly intro-
duced six change management method-
ologies. We aimed at starting a construc-
tive discussion with pricing and business 
professionals on the topic and we hope 

these discussions will encourage more 
people to acquire greater change man-
agement skills to help their organization 
successful embark on their pricing trans-
formation.

Our intention is also to help the pricing 
profession get better visibility in organi-
zations by designing and executing suc-
cessful change projects. Bottom line, the 
70% failure rate should not be accept-
ed in the pricing profession. To do so, 
we designed a unique two-day training 

workshop that Professional Pricing Soci-
ety offers for the first time at their May 
2014 Chicago conference (http://www.
pricingsociety.com/events/2013/12/09/
PPS-25th-Annual-Spring-Pricing-Work-
shops-and-Conference). This program 
was tested with dozens of executives in a 
change management program at Univer-
sity of Pittsburgh. 

The proposed change management 
framework was also successfully de-
ployed in a few organizations as part of 
challenging organizational pricing trans-
formations. During these two days, we 
review the six methodologies in great 
detail, work on several practical exercis-
es including a short value-based pricing 
case study, review a ten-dimension pric-
ing transformational model, and work 
on change management tools for your 
pricing projects. Quite a program. Join 
us!
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