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Introduction  
 

The Ready Set Grow series presents webinars featuring subject matter 

experts and Canadian tech execs discussing topics of interest to the 

executives of young Canadian technology companies. 

 
On June 1, 2010, Ready Set Grow looked at developing the optimal pricing 

strategy, featuring a panel of speakers including Deborah Brown, a 

marketing specialist, David Pooley, and  Andrew Maxwell of the Canadian 

Innovation Centre. 

 

This document captures the content of this session. 
 

 

Speakers 
 

Deborah Brown, 

Marketing Specialist 

 

Deborha Brown has over 20 years of experience in sales and marketing, 

particularly in branding, channel management and tactical planning in terms 

for sales strategies. Deborah has held positions with a range of companies 

including 3COM, Ingram Micro Canada, Verizon Canada. 

 

 

David Pooley 

Chartered Accountant, Finance and Accounting Mentor 

 
David Pooley works out of the Accelerator Center in Waterloo, and is 

currently working with about 20 start-up companies helping with their 

finance and accounting. David specializes in forecasting and budgeting 

models. 

 

 

 

 

 

 

 

 
 

 

 



 

Andrew Maxwell,  

Director, Business Partnerships, Canadian Innovation Centre 
 

Andrew Maxwell’s experience includes the founding of two environmental 

technology companies, the creation of a wireless, medical device and web 

company and a technology incubator that helped create 30 technology 
businesses. He is currently with the Canadian Innovation Centre and 

pursuing a Ph.D. in the area of new venture creation at the University of 

Waterloo. He teaches at UTM and Waterloo in the area of technology 

entrepreneurship.  
 

Moderator 
 

John Foreman,  

President, Technology Marketing Resource Centre 

 
John Foreman is the founder and President of the Technology Marketing 

Resource Centre, a firm which helps technology companies accelerate their 

growth.  He has over 20 years experience in the telecommunications and 

information technology industries.  John has been involved in the marketing 

of technology in Canada and internationally since 1994.  John is also on the 

Board of Directors for the Canadian Advanced Technology Alliance (CATA) 

and the Advisory Board of the Canadian Innovation Centre. 
 



 

More or Less:  Pricing for Profit 

 

Pricing models: an Overview 

 

Pricing is often something that entrepreneurs will only think of when they 

are developing their marketing strategies, but ideally, pricing strategy 

should be designed into the technology and business development 

strategies. Neglecting to analyze pricing strategy early on can lead to: 

 
 The strategic issues of pricing are not fully explored 

 

 The impact of pricing on brand and market share is not well 

researched 

 

 Pricing inconsistencies appear 

 

 Revenue, market-share and profitably are not optimized 

 

There are six pricing models that the webinar explored and which are 

depicted in the diagram below. 

 
 

 

 

 



 

Penetration 

This model focuses on entering the market with a price that will allow you to 

gain market share rapidly. This can be very useful when you are trying to 

get into a new market, and is typical used in mass market products. Two 

things to keep in mind with regard to the model are:  

1. Setting a low price to supply high volumes is often associated with 

poor quality.  
2. It is hard to raise prices once a low price point is established 

3. You need to be conscious of supply chain issues.  

 

Skimming 

This model can is seen as the exact opposite of the market penetration 

strategy.  Here, you price high and sell lower volumes, but at higher margin. 

The key is to identify a market segment that is willing to pay a high price for 

the product, and you use that to enter the market. This model is suitable for 

products that will face competition at some point in the future (e.g. after a 

patent runs out), and can be used to help branding (e.g. initial perception is 

expensive). Some examples of this model include: Playstation and personal 

computer, new DVDs etc.  
 

 
 

Value 

Under this strategy, the price set in accordance with customer perceptions of 

the value of the product/service. An example of a product that uses this 

pricing model is cars. Various models of cars are often similar in price to 

manufacture, but the pricing can be significantly different because it’s the 

prestige and status that are being sold and add value. For example, the 

price of a Lexus versus a Toyota is much greater, but the product in fact is 

very similar.   

 

 

 

Free 
This is a skimming strategy where an initial product is offered for free to 

encourage adoption, and revenue is driven by providing an additional 

product or service. Using this strategy means that the competition cannot 

reduce the price of their products lower than yours, giving you a 

competitive edge. However, you need to have a firm understanding about 

how you will be making money and what the cash flow implications are. 

 

 

 



 

Economy 

This model focuses on pricing your product low relative to your competitors 

to capture the section of the market that is looking for the cheapest 

alternative. To be successful, your costs must low enough to generate 

sufficient margin.  Also, be aware that once adopted, it is difficult to raise 

your price, even with the addition of new product features. 

 
Psychological 

This model develops pricing strategies that encourage customers to buy the 

product/service. Examples include: 

 

• Classic example – pricing at $9.99 instead of $10.00! 

 

• Offering a low introductory price that will increase over time (e.g. 

$19.99 a month for the first 4 months and $29.99 thereafter) 

 

• Breaking up the payments (“4 easy payments of $39.99!”)  

 

• Flexible time frame for payment re-arranged from standard (2 week 
lease terms, monthly rather than annual fees) 

 

This model can also be linked to value pricing - high value goods priced 

according to what consumers THINK should be the price. 

 

 

 

Strategic 

Strategic pricing involves using a combination of the other 5 pricing 

strategies in order to achieve your overall business strategy  This implies 

coordinating you pricing strategy with your marketing and operations 

strategies to achieve the optimal result. 
 

 

 

Price discrimination 

This is an important part of psychological pricing. In some case you may 

be able to charge a different price for the same product/service in different 

markets, for example, depending on the time that an airline ticket is 

bought, the seats may vary in price. This is a way of stimulating adoption, 

by making first level pricing low, but encouraging individuals to move to 

higher service levels.  
 

 

 

 



 

Which model to use? 

Different pricing models work in different markets. When deciding what 

pricing model to use you should consider: 

 

 Is getting adoption a key issue for your business? 

 What is the marginal cost of your product or service? 

 How are likely to react? 
 What will happen to the market in the long term? 

 Where in the value chain do you add the most value? 

 What are the cash flow implications of your decision? 

 What are the long term branding implications?  

 

 

 

 

 

 

 

 
 

 

 

Pricing for Profit 
 

Establishing a pricing policy for your business requires three goals to be 

met: 

 

 Demonstrate that there is a viable business 

o To stakeholders and partners 

 

 Demonstrate that you can make money 

o To your bank, suppliers 

 

 Create market share 
o To potential investors 

 

 

Lowering price is a common marketing strategy used by companies, but it is 

often only good as a short term tactic. This strategy will not strengthen the 

product branding or increase customer loyalty.  

 

“You don’t need to charge a lot less than 

the other guys to be perceived as the 

better deal” 

Deborah Brown, 

Marketing Specialist 

 

“Selling a product is quite different from selling a service…services 

are usually cost plus whereas products allow for value pricing” 

 

Andrew Maxwell,  

Director, Business Partnerships, 

 Canadian Innovation Centre 

 
 



 

Marketplaces that use this as a dominate strategy will have customers 

switch brands based on the latest deal, with no loyalty to any particular 

brand.  

 

Further, once customers are used to the low prices, it becomes very difficult 

to have them pay more.  

 
To develop a pricing strategy, first ask yourself what is the product that you 

are trying to sell? What type of market place are you in? What your 

competitors are charging? Then position the pricing where you want it to be.  

You don’t necessary need to charge less then competition.   

 

When determining your pricing strategy identify what the company goals 

are, and are you looking for long term profitability or an exit strategy? If you 

are looking for an exit strategy there are benefits to lower pricing, you will 

have an opportunity to gain a larger market share and demonstrate to a 

potential purchaser that there is a market for your product.  

 

 

 

Added Value 

 
Understanding your market place is key to finding the right price without 

having to reduce it. With this information you can add benefits to your 

product based on the needs of your market for example: 

 

 Create packages 

 Different payment 

options (lease, monthly) 

 Offer free training (online 

manual) 

 Offer certification 

 Bonus offers/updates 

 

“It is very important to understand the costs that are going into 
providing the product of service that you are sending out” 

 

David Pooley 

Chartered Accountant,  

Finance and Accounting Mentor 

 

 

“You don’t need to charge a lot less than 

the other guys to be perceived as the 

better deal” 

Deborah Brown, 

Marketing Specialist 

 

 



 

These are good examples to drive up value, but don’t lose focus of how 

you’re going to make a profit. It is extremely important to understand how 

these added value items are going to affect both your expenses and how 

they are going to affect your cash flow.  

 

A very valuable tool is an analysis of cost savings for your customer. If you 

are able to demonstrate to your customer the many ways that your product 
will save them money, you are adding value to your product. Doing research 

on cost savings is far too often neglected, but is a tremendous help in 

finding that right price.  

 

Promotion 

 

There are a variety of pricing promotions companies can offer their 

customers. The most commonly used are get money off your next purchase 

type of promotions. They are easily understood and easily measured. 

However, your competitors can easily imitate you and this type of promotion 

will not increase customer loyalty. Better options include credit offers and 

financing plans, particularity if you have large or expensive products, as this 
will make it easier for the customer to purchase.  

 

 

 

Questions Period  
(Answers to questions posed by our audience) 
 

What role does market research play pricing strategy? 

 

Market research plays a large role in pricing strategy. Many people will rush 

to get the product out, rather than taking the time to research their 

competitors, and understand the customers they are selling to. This research 

will help you price your product better and gain understanding of where you 

fit in the market place, and what you have to do as a marketing strategy.  

 

What is contribution margin? 

 
Contribution margin is determined by the price of your product compared to 

the cost of production. Overhead costs can be included into the contribution 

margin if they are properly allocated to the product.  

 

 

 



 

As a software product company both B2B and consumer products, 

how do you accurately determine market share? 

 

In B2B area you can start by defining the application and who uses it, and 

then roughly work out the number of companies in that space that might be 

customers. This will give you an understanding of the total available market. 

Then by talking to customers you can gain information about how many 
competitors are competing in that space. 

 

What is the best alternative to discounts for service companies? 

 

It is crucial that you understand your customers and what is considered of 

value to them. This could be free upgrades, a training certificate or a bundle 

of free services. 

 

 

How can I find out what my competitors are charging? 

 

The best place to start is by looking up the competitor’s website. Most 
customers will research products via the internet, which has encouraged 

companies to place extensive information about their products on websites 

and in the public domain. If the price is not there are a variety of other 

places to find out this information: 

 Retail stores 

 Trade shows – speaking to the company directly 

 Speak to the customers  

 

 

 

 
 
 
 
 
 

 
 
 
 
 



 

Results of Real-time Polls 
 

Below are the results of the polls conducted during the webinar: 
 
   

Poll #1:  What is the current state of your business? (Choose all that 

apply) 

 
 

Poll #2:  What pricing model are you currently using?  (Choose all that 

apply) 

 

 
 

Poll #3:  Which of the following are you likely to do after this 

session? (Choose all that apply) 

 

 

o Product about to launch 52% 

o Product already launched 48% 
o Service about to launch 12% 

o Service already launched  28% 

o Other 8% 

o Skimming 19% 

o Penetration 23% 

o Value 38% 

o Cost plus 38% 

o Strategic 38% 

o Skimming 3% 

o Penetration 5% 

o Value 45% 

o Cost plus 11% 

o Strategic 73% 



 

Links of Interest 
 

 

Business Development   www.bdc.ca  

   Bank of Canada 

 

Canadian Innovation Centre  www.innovationcentre.ca 

 

Technology Marketing   www.tmrc.ca  

    Resource Centre 

 
Canadian Advanced    www.cata.ca 

   Technology Alliance 

 

Canadian Association   www.importers.ca/ 

   of Importers and Exporters 

 

Canadian Manufacturers  www.cme-mec.ca 

   & Exporters 

 

International Chamber   www.iccwbo.org/ 

   of Commerce 

 
Service Canada    www.servicecanada.gc.ca/ 

 

NetMBA     www.netmba.com/marketing/pricing/  

 

 

 

 
 
  

http://www.bdc.ca/
http://www.innovationcentre.ca/
http://www.tmrc.ca/
http://www.cata.ca/
http://www.importers.ca/
http://www.cme-mec.ca/
http://www.iccwbo.org/
http://www.servicecanada.gc.ca/
http://www.netmba.com/marketing/pricing/
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