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Product Life Cycle Pricing Research

Every product has a life cycle. The 
product is first launched into the 
market; it gains market share 
(hopefully); it faces growing and 

perhaps intense competition; it matures; 
it is eventually withdrawn from the mar-
ket. During this life cycle, the product 
manager has many issues to face, one of 
which is pricing.

There is a large literature and associ-
ated set of recommendations and advice 
on pricing strategies over this product 
life cycle. For a new-to-the-world prod-
uct, for example, a pricing manager may 
want to initially price high to take ad-
vantage of early adopters’ price inelas-
ticities. These consumers must have the 
newest products to “stay ahead of the 
curve,” so their demand is very inelastic. 
As the market develops and competitors 
enter the market, which will happen if 
the product is successful, prices are typi-
cally lowered to attract the more price 
elastic customers and gain market share. 
The price elastic consumers wait until 

others have “proven” that the product 
is worth buying or they just wait until 
prices fall, as they inevitably do due to 
competitive forces. The price points, the 
initial and the later ones, are supported 
by, are determined by, pricing research 
that answers the Key Business Question: 
What do I charge? The research is needed 
to help the product remain financially vi-
able for the business. Once research, data 
driven research, shows that at no price 
point will the product remain competi-
tive, then it must be withdrawn from the 
market.

The Need for  
Life Cycle Research
Life cycle pricing strategy necessarily 
starts when the product is launched and 
ends when the product is withdrawn 
from the market. It doesn’t make sense 
to have a pricing strategy for something 
that’s not in the market. The pricing re-
search that supports the strategy, howev-
er, isn’t restricted to just the launch-exit 
periods the way strategy is. Some notion 
of price is needed before launch to deter-
mine the demand and financially justify 
proceeding with the product. An answer 
to the question “Is the product financial-
ly viable for the business?” is just as im-
portant before launch as after, and this 
question begs knowing something about 
price. Pricing research is needed over the 
entire product life cycle from conception 
to launch to exit.

Pricing Research  
Over the Life Cycle
The type of pricing research varies by 
the stage of the product just the way the 
strategy varies. The different types of re-
search are illustrated in the accompany-
ing diagram.

Pre-Launch Pricing Research
Pricing research must start at the prod-
uct conception stage or at least very soon 
thereafter. The reason is that once the 
idea is born, it must be proven in a busi-
ness case before resources can be allo-
cated to any further development. Some 

major progressive companies (e.g., 
Google) give workers resources to ex-
plore ideas, but this is probably the ex-
ception rather than the rule. Most busi-
nesses want to know and need to know 
if the idea will be financially viable from 
the start. Is there any potential?

Price ranges are important at this stage, 
especially if the idea is really new to the 
world, because the level of uncertainty 
about the idea is very high; precision is 
not important but a ”scientific guess” is 
important. These ranges are used in a 
business case to justify the allocation of 
resources.

At first, qualitative pricing research is ap-
propriate. This includes opinions by key 
opinion leaders (KOLs), subject matter 
experts (SMEs), and management. Fo-
cus groups are typical. This information 
would be used in an initial business case 
to show proof-of-concept.

Once the concept passes the initial busi-
ness case and is developed in more detail, 
a firmer grasp of price ranges and expect-
ed demand is necessary. This is the point 
at which early intense market research 
begins. The product concept enters the 
initial phase of quantitative pricing re-
search. Price ranges are still the focus 
because the product planners would 
most likely still be vague about mar-
ketability. However, they do have some 
insight – some priors – about price rang-
es. This information could be used in a 
Van Westendorp pricing analysis to get 
more specifics about a consumer accept-
able price range. What the experts from 
the qualitative phase believe is accept-
able and possible may not, and probably 
will not, coincide with what consumers 
believe. The results from these field stud-
ies, firmer market data, could be used in 
a second business case proof-of-concept 
analysis.

At some point prior to launch, more spe-
cific information on prices is required, 
especially because a specific number will 
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Figure 1: Product Life Cycle Pricing Researchsoon be put on the product on launch 
day. Elasticities and what-if simulators 
are needed to test different price points 
to identify the one that maximizes rev-
enue and product contribution. Ranges 
are no longer acceptable. Attention turns 
to more comprehensive market research 
studies involving discrete choice analy-
sis, conjoint analysis, or Gabor-Grang-
er analysis to mention a few. Discrete 
choice is preferred and recommended 
because it allows for more realistic mar-
keting scenarios that can be presented to 
consumers. These analyses are sometimes 
called stated preference choice analyses 
because consumers state their prefer-
ences for different alternative products, 
each defined by different combina tions 
of attributes or features. The alternatives 
and the arrangement of the attributes in 
each alternative are the result of an ex-
perimental design. This makes this form 
of analysis more complicated and costly, 
but yet more powerful for deriving elas-
ticities. Whichever method is chosen, 
elasticities and simulators result and 
these can be used to get final price points 
for launch.

Post-Launch Pricing Research
Once the product is out the door and 
into the market, a different form of 
quantitative pricing research is need-
ed. Prior to launch, the reliance was on 
opinions – KOLs, SMEs, management, 
and, yes, consumer opinions via surveys 
with statistical analysis extracting rel-
evant quantitative information. But now 
actual market data becomes available. 
The data could be scanner data collected 
in real time at point-of-sale, transactions 
data from an online or brick-and-mortar 
store, or perhaps diary data collected by 
a panel of consumers. It may take time 
to build adequate databases containing 
this market generated data, nonetheless 
this data are or will be available. Quan-
titative pricing research shifts to econo-
metric demand models.

There are several types of models that 
could be used depending on the data:

n If sales are tracked through time with-

out regard to any submarket tracking 
(i.e., tracking sales by store location in 
different geographic marketing regions) 
and yet sales are aggregated across all 
consumers in each time period, times 
series models would be appropriate. Sales 
data from an online store might be an 
example.

n If sales are tracked at the individual 
consumer level, a revealed preference dis-
crete choice model could be used. Any 
information on the consumers them-
selves (e.g., their income, location based 
on ZIP codes) could be included. In fact, 
if ZIP code (especially ZIP+4) informa-
tion is available, socioeconomic data can 
be appended from outside sources for 
an even more powerful and informative 
model and analysis.

n If sales are tracked through time and 
over location (e.g., marketing regions, 
store locations), than a panel database 
can be constructed and panel models al-
lowing for time and location effects can 
be built. These models capture effects 
due to time patterns through seasons of 
the year (i.e., seasonal effects) and gen-
eral long-term growth (i.e., trend effects) 
as well as effects due to location differ-
ences reflecting perhaps regional prefer-

ences (the west coast is more liberal, the 
south more conservative, the east coast 
more intense).

Whichever model form is used, the 
quantitative pricing research is more 
complex. Out of this complexity will 
come valuable price elasticities and fore-
casts of potential market demand based 
on actual market behavior and reflecting 
competitive factors. These could be used 
to hone price points and evaluate contin-
ued marketing of the product.

Recommendations
Do not be myopic in your pricing re-
search. The form of research depends on 
where you are in the product life cycle 
– the whole life cycle including the con-
ception stage. Qualitative pricing re-
search is best at the very beginning, but 
is of little use afterwards. Quantitative 
pricing research is the only form of re-
search that will provide the numbers 
for more detailed business case proof-
of-concept analyses that drive resource 
allocations and for determining the final 
number called a price. It is the only form 
of research that provides insight for price 
maintenance, competitive response strat-
egizing, and product longevity.




