e, and Governance




“l Why Pricing Demands Leadership

Pricing decisions shape long-term outcomes
— Direct lever on profit

— Indirect lever on market share, competition, and customer
trust

— Influences future demand
— Exposes firms to reputational and regulatory risk
Key message: Pricing is strategic and cumulative.
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The Core Problem

If organisations treat pricing as an estimation problem
— Cost-plus or benchmark-driven
— Sales-led discounting
— Short-term margin focus
— Fragmented ownership

Result:
Value leakage, price wars, misaligned incentives, and
strategic drift.
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Pricing as

an
I“ Enterprise
System

YouTube@economicsdatascience

Pricing sits at the intersection of:

e Economics — identify where
value exists

e Data Science — how value is
estimated and tested

* Governance — how decisions
are executed and sustained

Pricing power emerges only when all
three are aligned.
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“| Economic Foundations: Where
Value Is Bounded

Pricing is constrained by multiple bounds
— Discounted future cash flows
— Demand & elasticity (short vs long run)
— Marginal cost & capacity
— Risk & expected loss
— Competitive substitutes
— Behavioural & fairness norms
Leadership task: Synthesize conflicting bounds into a strategic decision.
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Value-Based Pricing &
Willingness to Pay

value # price # cost

— Willingness to pay is customer-specific

— Varies by use case, segment, risk preference, market
alternatives, and context

— Market prices leave surplus on the table

— VBP aims to capture value responsibly, not
maximally

Reality: Clean auction logic rarely applies in complex B2B
markets.
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Pricing is a strategic interaction

Competitive
Dynamics &
Pricing
Power

— Aggressive pricing risks
retaliation and legal scrutiny

— Price may reallocate, not create,
value

— Differentiation enables local
pricing power

— Advantages decay as
competitors imitate

Insight: Pricing today shapes
tomorrow’s market structure.
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Estimating Value: Role of Data
Science

L

Valuation must be estimated, not assumed
Methods include:

— Discounted profit estimation

— Competitive benchmarking with feature adjustments

— Component-based valuation

— Segmentation using predictive factors

— Experiments, A/B tests, conjoint, negotiation data
Constraint: Historical prices bias observed data — design matters.
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“| Governance: Where Pricing
Strategies Fail

Pricing breaks down in execution
Common failure modes:

— Misaligned sales incentives

— Decentralised discounting

— Different business functions have different priorities
Effective governance aligns all relevant business functions
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Behavioural, Reputational &
Regulatory Limits

Maximum extraction is rarely optimal
— Fairness perceptions matter
— Price as a quality signal
— Reference prices anchor expectations
— Visibility increases future scrutiny
Board-level concern: Trust, legitimacy, and long-term sustainability.
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Hallmarks of Pricing
Leadership

Leadership responsibilities:

Frame pricing as a strategic
choice, not a model output

Ensure economics guide
decisions

Invest in decision-grade data
and experimentation

Align incentives to lifetime
value, not short-term
volume

Govern pricing with clarity
and discipline




The Strategic Opportunity

L

Pricing can be a competitive advantage or a silent value destroyer
When pricing is:

— Guided by economics

— Informed by data science

— Enforced through governance
...it becomes a durable driver of growth, resilience, and trust.
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