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Intended Learning Outcomes

1. Explain why key rules of pricing change in a 

digitized world

2. Understand the concept of Dynamic Pricing

3. Get an overview of Pricing Models for Digital Markets
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Price is the one element of the marketing mix                                                                     

that generates both: revenues and costs.

Price decisions are complex and must take                                                                            

into account many factors ïthe company,                                                                              

the customers, the competition, and the                                                                               

market environment.

Holistic marketers know their pricing decisions must also be consistent with 

the firmós marketing startegy.

Downward price pressure from a changing economic environment coincided 

with some longer-term trends in the technological environment, in particular 

the Internet.

Understanding Pricing

Public

Source Kotler/Keller 2016, p. 483-484 
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Digitization Disrupts the Conventional Ground Rules of Pricing 

Public
Source: Meffert/Swaminathan, 2017, p. 113
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Consumers Have Access to Unlimited Information

Public
Source: Meffert/Swaminathan, 2017
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Informationen in Real Time
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Source: Meffert/Swaminathan, 2017
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Customer Expectations Are Changing

Public
Source: Meffert/Swaminathan, 2017
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The Dynamic Customer

ĂTouchpointsñ entlang einer ĂCustomer Journeyñ

Public
Source: Meffert/Swaminathan, 2017
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Characteristics of Pricing Digital Goods (E-Goods)

Digitale Products

Á Digital goods or e-goods are intangible goods that exist                                     

in digital form.

Á Digital goods have a specific cost structure: The biggest cost component are 

First Copy Costs - the costs for the first produced unit.

Á Significant Economies of Scale: the higher first copy costs in relation to 

variable costs are, the bigger the economies of scale are (e.g. software, films).

Á Short-term price floor could be at variable costs.

Source: Meffert/Burmann/Kirchgeorg/Eisenbeiß 2019
Public



Public
11

Intended Learning Outcomes

1. Explain why key rules of pricing change in a digitized 

world

2. Understand the concept of Dynamic Pricing

3. Get an overview of Pricing Models for Digital Markets
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Dynamic Pricing Is a Form of Price Discrimination

Public

Price discrimination occurs when a company sells a product or service at two or

more prices that do not reflect a proportional difference in costs.

Examples for price discrimination are
Á Customer-segment pricing

Á Product-form pricing

Á Image pricing

Á Channel pricing

Á Location pricing

Á Time pricing

Á Dynamic pricing

Dynamic pricing is a pricing strategy in which businesses set flexible prices for 

products or services based on current market demands. 

Businesses are able to change prices based on algorithms that take into account competitor 

pricing, supply and demand, and other external factors in the market.

Dynamic pricing has been the norm for most of human history. Traditionally, two parties would 

negotiate a price for a product based on a variety of factors, including who was involved, stock 

levels, time of day, and more. Store owners relied heavily on experienced shopkeepers to manage 

this process, and these shopkeepers would negotiate the price for every single product in a store. 

Source: Kotler/Keller 2016, p. 506; https://en.wikipedia.org/wiki/Dynamic_pricing

https://en.wikipedia.org/wiki/Dynamic_pricing
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Dynamic Pricing: Algorithms find the Optimal Prices ï

Two Approaches

Price optimization for a product range
Example for a key article at Amazon

Optimal individual price / customer
Example tourism 

Public
Source: Meffert/Swaminathan, 2017
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Dynamic Pricing Is Now Also Used in Retail Outlets

Example for electronic labeling

Public
Source: Meffert/Swaminathan, 2017
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Four Key Challenges for Dynamic Pricing
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Source: Meffert/Swaminathan, 2017
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Huge Assortments Require Automated Pricing Engine 

to Tally with Front-Runners 

Public
Source: Meffert/Swaminathan, 2017




