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Introduction. Many businesses nowadays struggle to develop
an effective pricing strategy that would boost their sales volume
and improve profitability. Some of them may overcharge for their
products and services, and usually chase customers away with their
profit-hungry image. Others may undercharge as they either do not
recognize the value they provide to a customer or simply deliver a
below-the-standard project/service. Nevertheless, traditional pric-
ing based mainly on the cost of production is a thing of the past
as customers’ needs and demands constantly change and what
they would like may no longer be expensive to produce. As such,
it is important to focus on psychological factors to understand the
value customers are looking for and then amplify on those values
when determining the right pricing strategy. Theoretical analy-
sis. The theoretical management principles were determined as
the patterns of subjects’ behavior for the strategic management
planning, value chain management, manufacturing and sale of
products and services. The theory of managing a pricing strategy
has proposed a number of tools to optimize the integrative frame-
work for profit driven B2B pricing model, which allows developing
a value chain management strategy for digital marketing agencies.
Methodology. The basic statement of the problem determining
strategic pricing methods for digital marketing agencies, depend-
ing of various factors is given. Results. During the research the
authors explore several pricing strategies for digital marketing
agencies and different online services they provide. The purpose
of this article is to shift from traditional to strategic pricing methods
for digital marketing services, which nowadays require flexibility,
critical thinking, agency’s role in the process understanding, the
value they provide, and a total scope of work, including time and
resources invested in the completion of a project.
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Introduction

Establishing an appropriate, yet effective
pricing strategy is one of the challenges many
entrepreneurs must face nowadays. Overpricing
products or services may give away the impression
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of a profit-hungry company — an image that turns
away many customers and poorly affects client ac-
quisition strategy overall. On the other hand, setting
low prices in an intensely competitive market may
point out to poor, below-the-standard quality of the
product or service [1]. However, if the price strat-
egy is developed and implemented correctly, it can
and, in most cases, will increase both sales volume
and profitability [2]. To be able to determine effec-
tive prices for any company’s product or service,
it is important to understand the business concept
of strategic pricing. Strategic pricing is a model
that encompasses proactive measures to create the
conditions under which better and more-profitable
pricing outcomes are the natural results. It is based
on the idea of setting a price for a product/service
based on its value to the customer or on competitive
strategy rather than solely on the cost of production.
The truth is people often make purchasing decision
based more on psychological factors than on logical
ones [3]. In other words, sometimes what customers
appreciate and need in most cases is not necessar-
ily most expensive to produce or deliver to them.
With that being said, developing an effective pricing
strategy starts in understanding what customers truly
value; using such a lever to increase profitability
and sales volume, especially in digital marketing
industry where such value can be ambiguous and,
hence, hard to recognize at times.

Theoretical analysis

The theoretical marketing principles determine
the patterns of behavior for subjects of the system
strategic management process of planning, manu-
facturing and sale for products and services. They
are the basis for the effective implementation of
industrial, commercial and economic activities. Ac-
cording to these principles, the following provisions
should be taken into account:

a) the needs and desires of customers as well
as the requirements of the external and the pos-
sibilities of the internal environment determine the
characteristics of the production and sale for goods
and services of the company;

b) the goal of the company is determined by its
mission, taking the balance of society, organization
and the environment interests into account;
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c¢) the effectiveness of the sale of goods and
services depends on the correct determination of
target markets, output volumes and timing of access
to the market;

d) the necessity of constant improvement and
update of the product line and services’ assortment;

e) the coherence of the marketing strategy and
tactics determine the flexibility and timeliness of
the organization’s response to changes in demand,
as well as the possibility of forming and stimulating
the needs of consumers [4, p. 31].

Determining an effective pricing strategy is usu-
ally a challenging decision-making process due to the
volatility of costs and ever-changing market itself.

External Market
Variables

Customer
Response
Assessment

Strategic Variables

Many strategists would agree that pricing decisions
are acutely significant and hard to make because price
changes may cause deviations directly associated
with various objectives such as customer retention,
profit, sales, and market share. Marketing scholars
underscore the prominence of treating price as a stra-
tegic variable in the marketing mix [5, 6]. As shown
on Fig. 1, these strategic management variables (e.g.,
pricing strategy) is correlated to other variables such
as external market influence (e.g., economic value,
perceived quality, competitor response), internal
firm influence variables (e.g., costs, margins, cost
structure), and goal variables (e.g. profit, sales and
market share, and customer retention).

Internal Variables

- competitive signals

- price sensitivity; Contribution Value-Chain
- measuring client and Costing Management
Pricing response; Assessment Recommendations
Strategy "] - segmented pricing;
P ercen./ed dqualhty; -010ss profit: - impact on profit;
- type of pricing “perceivec vaue & ﬁxecrl) an. d, - impact on customer
strategy; — - > . > retention;
.. Competitor variable costs; .
- pricing status . -impact on market
Response - incremental costs
share
Assessment
- price competition;

Fig. 1. Integrative framework for profit-driven B2B pricing strategy

Due to the relationship between the variables,
any deterioration of prices can impact perceived
quality, competitor’s response, economic value and
other types of variables already mentioned. Figure 2
demonstrates a hypothetical example of how dif-

ferent customers may experience different levels
of sensitivity to different prices. Four different levels
of sensitivity are depicted for four different customers,
who each represent a price-utility segment. The util-
ity — customer’s preference for the product/service —
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Fig. 2. A graph of the client sensitivity in the price range (color online)
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for customer B shows to be insensitive to any price
fluctuations. For customer C, raising the price would
lower the utility. Customer A prefers to steer clear
of both cheap and expensive products/services, and
would rather choose medium-priced product/service
designs. Lastly, customer D indicates a strong sensi-
tivity relationship to any price changes.

Pricing strategy is an organization’s plan to
set and manage prices to compete in a market and
achieve organization goals and objectives (see Por-
ter, 1980; Walker & Ruekert, 1987 for additional
relevant definitions of strategy). Pricing implementa-
tion is specific action and behavior that enacts

Evidently, the top management should establish
pricing goals, objectives, and strategies that will be
consistent with marketing and corporate goals, objec-
tives, and strategies [7]. Undeniably, pricing decisions
have vital influence on reaching organizational suc-
cess, especially when they are tactical and short-term
based. For instance, increasing prices may lead to
the increase in unit margins and short-term profits.
Increased prices may also signal quality, prestige,
or create exclusivity [8]. Decreasing prices may
stimulate short-term sales volume [9, p. 21]. Lower-
ing prices may also work in one’s favor when dealing
with the competition [10]. Evidently, the significance
of achieving an appropriate strategic pricing decision
is highlighted by these competing forces which only
further demonstrate how vexing and contentious
organizational pricing decisions can be.

Pricing strategy is an organization’s plan to
determine and control its prices to compete in a mar-
ket and achieve organization goals and objectives
[11]. The magnitude to which pricing strategy has
an influence on organizational interest, perception,
and interpretation is the first challenge [12, p. 76].
In other words, pricing strategy must initially be
present and acknowledged in an organization. Ac-
cording to Mintzberg, such strategy must be “made
in advance of the actions to which [it applies], and
[it is] developed consciously and purposefully” [13,
p. 11]. Mintzberg also asserts that such strategy must
continually be adapted to reflect the ever-changing
external business environment. According to Nagle
and Holden (1994), pricing strategy development
and implementation is characterized by the pro-
cesses of strategic analysis and strategy formula-
tion. Normatively speaking, a pricing strategy plan
needs to be long-term based, forward-looking, and
goal driven. In addition, a pricing strategy planning
process should be emphasized on classes of trans-
actions for types of market segments, consumers,
products, or services rather than an individual pric-
ing transaction or event [14, p. 429]. However, for
an efficient and effective plan to take place, its mere
creation is not enough. Planning pricing strategy
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must be properly managed and adjusted following
its creation and must grow to be an important part
of organizational attention and cognition with its
presence — a part that reflect organizational strategic
agenda to achieve success.

Methodology

Digital communications development prospects
are developing in unity with the development of
marketing management theory, which, as is al-
ways known for the appearance of new promotion
channels and instruments in digital environment.
Marketing communications specialists record the
main trends and methods in their development and
adapt its practice of planning and implementing
communication campaigns. Trends are a spiral of
certain areas of marketing practice using interac-
tive advertising that will have a decisive influence
on consumer behavior in the near future [15, p. 84].

Several digital features were distinguished for
marketing management methodology.

1. Decentralization of the information provider
includes ownership of the choice, since what exactly
to buy is determined in a personal dialogue with
the buyer.

2. Digital media have multimedia ability to
transfer content, including text, numbers, informa-
tion, pictures, graphics, video and photo materials,
including visual and verbal, tactile, olfactory ele-
ments of communication.

3. The nature of the transmission of informa-
tion has fundamentally changed due to the interac-
tive nature of the digital media “from vertical to
horizontal”.

4. Classical media, inform an indefinite circle
of people, have exclusively mass character of work
with the audience. New digital media have a targeted
and interactive nature. It is personified and capable
of transmitting multimedia messages and involve
feedback from the target audience.

At its core, personalization is a process of
understanding real intentions, desires and needs
for the person, as well as the transfer of relevant,
targeted and significant experience for this person.
In practical terms, this does not mean, firstly, the
construction and use of a client model that describes
his needs (what the client buys), his values (what
the client is looking for in the product) and motiva-
tion (when the client buys and what lends itself to
incentives), and secondly, management of customer
experience (management of customer experiences in
all his contacts with the company at points of contact
throughout the client’s life cycle) [16, p. 16].

5. Digital media, unlike traditional ones, update
their information (content) constantly, around the
clock, access to them is instant.
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6. The transfer of information using digital me-
dia, unlike classical media, involves technical and
information technologies and methods, including the
necessary professional competencies of employees
[17, p. 29].

The choice of digital tools is determined based
on the goals and objectives of the company, its
size, the specifics of a particular type of activity,
the composition and characteristics of business
processes, the stage of development of the life
cycle. For small businesses, the main goals are
such as brand promotion, attracting new customers,
increasing sales. For medium-sized companies,
the main goals are to retain customers, increase
repeat sales without significant costs, and main-
tain contact with customers. For large businesses,
the main goals are: reducing maintenance costs
and maintaining a high level of customer loyalty
[18, p. 24].

Determining strategic pricing methods for digi-
tal marketing agencies depends on numerous factors
and, as such, can be quite challenging. Most of the
digital marketing agencies follow a simple pricing
formula: cost + markup = price. In other words,
most of them charge their customers the amount that
they need to pay to deliver the service (e.g. software
costs, template designs, etc.) plus the amount of
money they wish to earn. Now, the markup aspect
of pricing generally corresponds to the amount of
value an agency delivers in the deal. By definition,
markup is the difference between a product’s selling
price and cost as a percentage of the cost. Calculating
Markup Percentage for digital marketing agencies
formula is presented below:

Selling Price — Cost
Cost

Markup% = % 100% -

For example, if a digital marketing service is
offered for $400 and costs $100, the additional price
increase is ($400-100) / $100 x 100% = 30%.

Generally, agency chooses to charge a 20—50%
range markup on all digital marketing services, and
these variables are usually very easy to modify.
However, the aspect of cost is much more challeng-
ing to tweak. If an agency decides to charge hourly
for a project or service that will usually be the cost
plugged into the equation. On the other hand, if
an agency charges weekly, monthly, or quarterly,
for example, the cost will be determined based on
the total amount of time and resources that will go
into work for a specific project or service lifetime.
Since many factors determine the pricing strat-
egy, various calculations can become a complex
decision-making process for each service offered.
Let’s take a look at how to strategically set a price
for different digital marketing services.

YripasneHne

Results

Price Website Design Services. Website design
and development is a complex process with many
variables, which can make creating a value chain
management strategy slightly complicated. For
this service, there are three factors to consider: Ul,
UX, and graphic design. Ul design is mainly based
on color scheme, logo placement, layout, typeface,
etc. UX design is a part of UI, but it requires more
skills and efforts to ensure the full functionality
and user-friendliness of a website. Lastly, graphic
design encompasses the process of creating content
and assets for the website, e.g. banners, images,
videos, etc. It is important to know and understand
these three processes within the website design
service to determine an appropriate pricing strat-
egy. Generally, a digital marketing agency should
charge either hourly rate or value-based flat fee for
the website design, with some upfront fees included
on top of that. These fees would cover the costs of
web hosting (e.g. WordPress, Wix, etc.) and domain
registration. In addition to the initial design work,
the website will need ongoing maintenance. Usu-
ally, website maintenance is relatively simple when
trying to stay current with new trends and designs.
As such, it is generally not a part of a recurring
monthly cost for long-term clients. However, if the
maintenance includes more code-based, backend
work that requires continual optimization for speed,
bugs and glitch removals, and other non-aesthetic
components of web maintenance, a flat monthly fee
should be charged. When creating a pricing strategy
for web services, a digital marketing agency should
keep in mind the number of specialists necessary to
accomplish all these tasks and determine their price
markup accordingly.

Price Pay-Per-Click (PPC) Services. Pay-
per-click (PPC) services are another value chain
management strategy that includes strategizing, set-
ting up, managing, and reporting on campaigns set
up through Google AdWords, Facebook, Instagram,
Bing, and other ad platforms. This service requires
mapping out and researching the efficient keywords,
choosing the right target audience for an ad, design-
ing eye-catching content, etc. Generally, the pricing
formula for PPC is based on determining spending
versus earning. In other words, digital marketing
agencies usually charge the price that is based on
how much it is costing them to launch a campaign
plus their markup price for the launching, maintain-
ing, optimizing, and analytical reporting on the ad.
Some of these digital marketing agencies choose to,
in fact, charge hourly for PPC projects. The reason
why this is not recommended is that a PPC manager
may choose to work slower to acquire more profit.
To resolve this problem, it is a great idea to start
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charging a flat rate or a monthly retainer for PPC
services. On top of that, if a digital marketing agency
has a client that spends over $2,000 a month on ad
budget, they should charge that client a flat fee + a
percentage of the ad spend (10-25%).

Price Social Media Services. Every so often,
digital marketers underprice social media service as
they are not aware of how much value they bring
to their clients. Social media marketing is, in fact, a
powerful tool for creating brand awareness and lev-
eraging that awareness to boost sales. As such, value
chain management agency need to better understand
the scope of their social media work as well as an
estimate of their cost + the desired profit margin to
be able to determine the pricing strategy correctly.
The first thing an agency should consider is the role
of content manager, which includes the analysis of
online audiences and the development and execution
of social media strategy that will target such niche
audience. Furthermore, an agency needs to take a
role of a community manager as well to handle all of
audience interactions on day-to-day-basis, respond
to inquiries, comments, etc. Also, it is important
to monitor trends and conversations across social
media platforms to be able to stay on top of trend-
ing discussions, updates, hashtags, or anything else
relevant to the online growth strategy of a business.
When understanding these roles, a digital marketing
agency evaluates the amount of work necessary to
be put in to execute the strategies and sets the price
accordingly. Generally, agencies should charge
20-50% markups along with any software costs
they acquire along the way. It is also a possibility to
charge a flat fee anywhere between $400 and $600 a
month for social media marketing and management,
given that any pay-per-click services related to social
media platform would either be charged separately
if the workload is high, or included in the markup
price as a part of existing social media pricing
package if there is no high and constant demand for
ads. Lastly, while some clients need a simple page
setup, some may need additional services such as
setting up a Business Manager account or creating
high-end images and promotional videos. In such
case, an additional fee should be charged per hour
per additional work.

Price E-mail Marketing Services. E-mail
marketing is another service that digital marketing
agencies tend to undercharge. E-mail marketing
is an instrumental marketing service that allows
companies to share their messages and promotional
materials with a wide audience simultaneously.
Regardless of how it is used, as a branding tool or
a sales funnel, e-mail marketing can grow a busi-
ness is conducted correctly. This service includes
several processes such as creating the automation
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map and segmentation management to ensure that
a high-quality content is targeted at the right audi-
ence. The key to setting an effective value chain
management strategy for e-mail marketing service
is knowing the costs that come with delivering it as
well as the value provided to the customer. Digital
marketing agencies should follow the general pric-
ing formula, where the price will be a result of the
costs acquired in addition to markup price. A flat rate
pricing would be recommended in this scenario and
should be based on the average hours necessary to
complete an e-mail marketing campaign from start
to finish. To determine the cost of this flat fee, digital
marketing agencies should simply multiply the over-
all number of hours invested in the completion of a
project by the entire working force (e.g. copywriter,
designer, etc.) with the corresponding hourly rate.
Lastly, markup of 20-50% should be added to this
cost to determine the final charging price for e-mail
marketing services.

Price Search Engine Optimization (SEO)
Services. Search engine optimization, also known
as SEO, is a digital marketing service that, sim-
ply put, improves online visibility of a website
on search engines such as Google, Bing, Yahoo
Gemini, and others. Such service comprises three
types: local SEO (aimed at local business searches),
on-page SEO (includes website content, images,
keywords, URLs, linking strategy, and user experi-
ence), and off-page SEO (composed of links to that
lead to a specific website from external sources).
SEO is a long process with a lot of nuances, thus
setting the pricing strategy can be quite challenging
at times. Digital marketing agencies should be to
evaluate the amount of time it will take to complete
an SEO project, which is very difficult given the
fact that SEO is an ongoing service which never
truly ends. As such, the costs for SEO projects will
add to digital marketing agency’s monthly recur-
ring revenue. Nevertheless, agencies should consult
with their SEO specialists on a pricing table for
these projects as they can give them a better idea of
what the project entails and how much workload it
will require. When determining the strategic price
for SEO service, it is important to include all the
software costs that are necessary to deliver the
results and add 20-50% markup to those costs to
get an idea of a final charging price for the client.
It is strongly recommended to charge SEO services
hourly, as the nature of search engine optimization
is volatile and there may be more work in demand
for some businesses than others. Due to its unpre-
dictability, it is wiser to charge hourly rather flat
fee rates because the latter may financially poorly
affect a digital marketing agency, or even so client
themselves.
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Developing a value chain management strategy
for any business may be a tricky process — one that
may cost them clients or help acquire new ones if
done correctly. The main reasons for the increase
in the costs of digital marketing include: the rapid
growth of the mobile Internet audience; growth in
the number of Internet users; decrease in the ef-
fectiveness of traditional advertising in a number
of activity areas; large selection of target audiences
for targeting increasing the amount of time spent on-
line; the possibility of using automated instruments
of purchasing advertising; integration with other
advertising tools; dynamic targeting, remarketing
opportunities; example of competing companies;
the relative cheapness of interactive advertising;
more accurate measurement of the effectiveness of
digital advertising; the cost of traditional advertis-
ing [19, p. 300]. This is particularly the case with
businesses that offer online services, such as digital
marketing agencies, where the question of value may
vary from client to client. Being able to understand
what customers value is a precious asset that can
help guide a pricing table effectively, ultimately
driving more sales and boosting profitability of an
agency. Digital marketers need to be able to evaluate
the amount of time, work, and resources different
services or projects entail, and base their pricing
strategy around that data. Generally, the pricing
formula usually includes acquired costs (for paying
employees or freelancers, software systems, design
tools, etc.) plus markup which an agency wished to
earn for a given project. Needless to say, it should
always be one’s goal to earn more than they spend,
ending up far from the breakeven point as much as
possible within reason. This, of course, does not
mean overcharging, but rather amplifying on the
value they can deliver to a client and the ability to
satisfy their needs. Whether charging hourly or flat
rate, determining the right pricing strategy for digital
marketing services can essentially make or break an
agency, so it is crucial to confidently calculate all
of the variables and always keep in mind the value
of work provided.
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pa3pabotatb aQPEeKTUBHYIO CTpaTernio LEeHo0bpa3oBaHmsi, KOTO-
pasi No3BOAMT MOBLICUTL 06LEM MPOAAX W YBEAMYUTL NPUOHIb.
HekoTopble M3 HWUX MOTYT 3aBbllLATh LIEHY Ha CBOM NPOAYKTHI W
YCNYrut 1, Kak npaBuiio, TeM CaMbIM OTTasKMBAIOT TakUM UMUIXEM
NOTEHLMANbHLIX KTMEHTOB B CBOEM CTPEMIIEHUM K NONYYEHMIO NpU-
6binu. lpyrue MoryT 3aHuXarb LIEHY, NOCKOMbKY 60 He NpusHaloT
LLEHHOCTW TOBApa/yCyru, KOTOpble OHM MPELOCTABASIOT KIMUEHTY,
nmbo 3T0 TOBAp/ycnyra, He OTBEYAlOWMe CTaHAApTy. Tem He Me-
Hee, TPaJMUMOHHOE LEHO0Opa3oBaHWe, OCHOBAHHOE, NaBHbIM
06pa3oM, Ha ce6eCTOMMOCT NPOAYKLMM, OCTanoCh B MPOLLJIOM,
MOCKOJIbKY NOTPEBHOCTN 1 TPeBOBAHMS KNMEHTOB MOCTOSIHHO Me-
HSIIOTCS, W TO, Y4TO OHYW X0Tenu Bbl MONYYUTb, MOXET He BbiTb JOPO-
MM B NPOM3B0ACTBE. Takum 06pa3oM, BaXHO COCPEAOTOYMTLCS HA
NCUXoNorniecknx hakTopax, YTobbl NOHSATh, KaKyio LLEHHOCTb WLLLYT
K/MEHTI, @ 3aTeM YCUNIUTb 3TW LIGHHOCTW NpU OnpeaeneHum npa-

BUIbHOM LIEHOBOI cTpaTerun. TeopeTuyeckuin aHanus. B ka-
YecTBE TEOPETUYECKNX MPUHLMMNOB YNPaBNEHUS Oblin OnpeaeneHbl
MOZENM NoBefieHns CyObeKTOB NSl CTPATErMYECKOro MaHMpPOBa-
HWS, YNPaBEHUS LIENOYKaMK CO3AaHNS LIEHHOCTH, NMPON3BOACTBA
1 NpOJaxu NpOoZykToOB U ycnyr. Teopusi ynpasneHus crparerueii
LleHo006Pa3oBaHMs npeaniaraeT psf MHCTPYMEHTOB Ais ONTUMM-
3aLMM MHTErpaTUBHOI CTPYKTYPbI MOAENN LieHo0Opa3oBaHus B2B,
OPWEHTMPOBAHHOIA Ha NpUBLLIb, YTO NO3BONSIET pa3paboTarh CTpa-
TErMI0 YNPaBieHns LenoYkon CO3A4aHNs CTOMMOCTW Sl areHTCTB
undposoro mapketuHra. Meroponorusi. B metogonornyeckom
OTHOLUEHMM [AETC OCHOBHAs MOCTAHOBKA 3aayu, ONpemensio-
Las METOoAbl CTPaTernyeckoro LeHooOPa3oBaHus [Jis areHTCTB
LMbPOBOr0 MapKETUHra B 3aBUCUMOCTM OT PasfinyHbIX $HakTopoB.
Pesynbratbl. B x0fe 1ccnefoBaHus aBTopbl U3y4unn HECKONBKO
CTpaTeruii LeHoobpa3oBaHms st areHTCTB LIMPPOBOro MapKeTHH-
ra u PasnnyHbIX OHNAMH-YCAYT, KOTOPLIE OHU NPELOCTABASIOT KAu-
eHTaMm. Llenbto aHHOM cTaTbk SBASETCS PACCMOTPEHME nepexoaa
OT TPaAMLMOHHLIX METOAOB CTPATeruyeckoro LeHoobpa3oBaHus
K ycnyram umdpoBOro MapkeTuHra, KOTopble B HACTOsILLEE BPEMS
TpebyIoT rMbKOCTH, KPUTUYECKOTO MBILUNEHUS, MOHUMAHUS PO
areHTCcTBa B MPOLECCE, LEHHOCTW, KOTOPLIE OHW NPEfOCTaBAAIOT,
a Takxe 06uiero o6bema paboTbl, BK/H0YAS BPEMSI U PECYPChI, B/O-
XEHHbIE B 3aBEPLLEHNE NPOEKTA.

KnioueBbie cnosa: ynpasneHue LenoykaMmn CO3LaHNs LEHHOCTH,
cTparterus LeHoo6pa3oBaHusi, LMGOPOBOA MApKETMH, MOUCKOBas
ONTUMM3ALIAS.
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