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In pricing it is important to develop 
an “outside-in” perspective, one which 
allows you to see your products, ser-
vices and pricing through the eyes of 
potential customers. The best way to 
achieve this perspective is through pric-
ing research. However, the success of 
your research depends on its design. In 
this article, the author outlines 4 pric-
ing research pitfalls and provides tips 
for avoiding them. Paul Hunt is the 
president of Pricing Solutions and a 
frequent PPS contributor, instructor 
and presenter. He can be reached at 
phunt@pricingsolutions.com. He also 
writes a pricing column that appears 
monthly in the Financial Post (www.
financialpost.com).

Steer Clear of Pitfalls in Pricing Research

In pricing we talk a lot about devel-
oping an ‘outside-in’ perspective. 
The type of perspective that helps 
you understand what customers are 

willing to pay for. How do you gain that 
perspective? Well for starters, you ask.

Time and time again we’ve seen pric-
ing and value research pay dividends for 
companies. Think, consumer research is 
to value-based pricing, what a paddle is 
to canoeing. It’s a pretty essential com-
ponent. Otherwise you may find yourself 
up a creek; lost in ad-hoc pricing process-
es and decision-making just to stay afloat. 

So in a move to better understand 
pricing research here are 4 research 
pitfalls and tips for avoiding them:

Pitfall #1: ‘One-size fits all’ when it 
comes to choosing your methodology 
— The success of your research largely 
hinges on the design. There are pros and 
cons to every analytical methodology 
and methodologies are evolving too. Take 
conjoint analysis for one. It’s by no means 
perfect, but it does ask respondents to 
make difficult tradeoffs in order to deter-
mine the features of a product or service 
that are valued most. Or rather, deter-

mines the features people will pay for.

Think about purchasing a new home. 
You make several tradeoffs before decid-
ing to buy. For example, imagine two 
identical properties. One is ideally situ-
ated in the neighborhood of your choice, 
while the other is much further away but 
much less expensive. A simple example, 
but which you choose says a lot about 
what you value more in a home: location 
or price. By presenting respondents with 
realistic purchase scenarios you are more 
likely to unearth true consumer behav-
ior. Perhaps things even your customers 
didn’t realize. Pricing is a powerful lever 
of profitability and strategic, long-term 
pricing decisions depend on the number 
and accuracy of responses.

Pitfall #2: Design stops at methodol-
ogy — Even if you’ve chosen an appro-
priate methodology, you still need to be 
aware of other bumps along the road. 
Framing effects for example, can be a 
particularly nasty bump. Think of the 
classic “25% fat versus 75% lean meat” 
study. The study showed how two de-
scriptions – though essentially the same 
– can elicit very different emotional re-
sponses. Locally, a survey of Markham, 
Ontario residents came under fire for us-
ing framing effects to garner support for 
an NHL-sized arena in the area. So sim-
ply put, how are your questions asked?

Pitfall #3: Correlation must mean 
causation — More often than not, re-
search findings tell us whether or not 
a relationship exists between variables 
and not necessarily if one caused the 
other. In actual fact there could be a 
third, fourth or fifth factor at play! Cof-
fee studies are a good example of this. 
As a Starbucks enthusiast, I’m intrigued 
by the headlines: sometimes they claim 
coffee is good for my health, other times 
it’s not. It was about this time last year I 
read a study in the New England Journal 
of Medicine that found coffee consump-
tion to be associated with a lower risk 
of certain diseases. So although it may 
decrease the risk of some diseases, coffee 

consumption shouldn’t be confused for 
health benefits outside the scope of the 
study. It’s important to know the differ-
ence between correlation and causation 
in this case.

However, this type of research is im-
portant for defining areas where further 
investigation is needed. In pricing re-
search, that means consumer preferences 
are continuously changing, as are the 
products and services within shoppers’ 
consideration sets. Don’t let early results 
sway you; clearly define the objective of 
your pricing research and stick with it. 
You may not get all the answers, but you 
will know which direction to go next. 
We always say pricing is a journey. If you 
make the mistake of stretching outside 
the limits of your research, you run the 
risk of facing even greater pricing chal-
lenges down the road.

Pitfall #4: Forgetting about the re-
spondent — I recently bought a new 
laptop. Shortly after I received a custom-
er satisfaction survey: how happy was I 
with the purchase experience? Seven sur-
vey questions later, the 3 months I spent 
‘doing my homework’ suddenly didn’t 
seem so impressive. It’s been reported 
that respondents spend an average of just 
five seconds per question when asked to 
rate a product, service, feature, etc. on 
some form of scale. That equates to only 
sub-par data for statistical analysis.

How to improve responder engagement 
is an interesting question. Providing par-
ticipants with almost real-time feedback 
is one possibility. For example, as sec-
tions of a survey are completed, respon-
dents could see how they compare to 
other survey-takers (i.e. ‘50% of respon-
dents also chose Option A’). Or perhaps 
the channels used to field a survey can be 
broadened, improving the compatibility 
with mobile devices for responders on-
the-go. Whatever the answer may be for 
your research, improved responder rates 
help you and your organization make 
pricing decisions based on data, not gut-
instinct.


