How to Align Software Pricing with Customer
Value

Software pricing must be aligned with the value accrued by its customers to maintain long-term
viability of growth and customer satisfaction. When pricing captures the benefits that the
customers derive in the real world, it builds confidence, builds perceived value, and contributes
to profitability. In whatever type of royalty management software you are dealing with or in
collaboration with the CPQ software suppliers, value-based pricing strategy will be a key to
success.

Understand What Customers Really Value

The first stage of ensuring your pricing is consistent with value is a clear understanding of your
customer pain points and what they want. For instance, the companies which invest in royalty
management software tend to look for automation of complex royalty calculations, improved
compliance, and real-time reporting. These advantages reduce time, eliminate errors, and are
risk-free —all of them having a tangible business value.

By assigning quantitative values to these outcomes, software providers can better convey ROI
and take justification of the price point. This method also places the software as a strategic
investment as compared to a cost.

Segment and Personalize Your Pricing

Some customers have different needs and budgets. Using different pricing models for the
various segments guarantees that every group feels like they are getting value for their money.
For example, CPQ software providers can provide tiered pricing according to the number of
users, features, or integration levels. The needs for startups can involve simple features, but
large enterprises will call for more customization and analytics.

Individualized pricing offers more value to the providers from their high-need customers without
becoming inaccessible to small ones. This balance results in a better adoption and long-term
loyalty.

Use Metrics to Guide Pricing Decisions

Value-based pricing is an ongoing process of analysis. These metrics include customer
retention rates, the numbers of features that they consume, and the patterns in which they
consume their features. Such metrics can help by uncovering how much actual value customers
are really getting. For royalty management software, the recording of the reduction of payment
disputes or compliance breaches can provide the data to support pricing change.
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Similarly CPQ software providers as well can measure the extent to which automation can
minimize quote errors and speed up sales cycles — important advantages that can be used to
charge top dollars for sophisticated software.

Communicate Value Clearly

Lastly, transparent communication is essential. Customers must not only know the features of
your software but also the benefits to their business. The pricing pages, sales pitches, and the
onboarding materials should all make a direct connection that clearly connects the pricing to
value. If a customer understands how your software meets his or her exact needs, they will find
it easier to part with the right amount of money.

Conclusion

Software pricing based on the value added to the customer is not just a pricing strategy, it's a
growth driver. Whether you provide a royalty management software or acting on the behalf of
providers of CPQ software, value-based pricing guarantees that the customer appreciates the
value of your solution, and sticks with you in the long run.
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