Seven Systems of a Growing Membership Business

Module 7 Strategy System
Lesson 6 — Pricing Strategies

Welcome to this lesson on pricing strategies. Now one of the most often
questions I'm asked, especially by new membership businesses or
membership businesses who are trying to create new membership levels
is, hey Scott, what should we price our membership at?

And the real answer is | don't know. There are so many factors involved in
pricing your membership. Obviously one of those factors is it's gotta be
profitable for you. So, | don't know what would generate that profit. You
might start out by looking at what other competitors are doing within their
membership business. Those who've been around longer. Maybe they
have some experience in knowing what the pricing is.

Now, by the way, I'm not a big advocate on finding out what your
competitors are doing and then trying to undercut them and underprice
them. If anything, | think there is a case to be made for being the highest
level. So in other words, if your competitors are all offering their
membership for $99, then | think you ought to try to price your membership
as a $149 or $199 or even more, depending upon what your niche is. |
don't think you should always be the bottom base or the bottom level
membership within your niche.

So | want you to be price aggressive when it comes to pricing your
membership program. | would always air on the side of having a high price
membership by which then, if you needed to, you could downgrade it and
decrease the pricing of it. That's a whole lot better than trying to
communicate that, well your pricing was $99, and then all of a sudden you
find out that you could be charging $199, and now you're gonna double the
pricing all of a sudden.

| mean, that's a big jump to make in your membership. But if you're at $199
and you're finding out that, well it's kind of difficult to get members at $199,
you could back it down to $149 and get members at that level, and then
back it down again at $99. So, I'd rather you start high and then work your
way down as part of your pricing strategy when starting a new membership
program or a new membership level.
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Another pricing strategy that I'd like for you to have is what I've shared with
you before, is the good, better, best option. The good, better, best option.
So that when somebody who is coming in says, well I'm considering being
a member, that then you have three options for them to choose from.

Now why is that important. Well, immediately you're giving them options to
choose from. Otherwise, if you only had one, it's here's the one option to
choose from and well, the choice is either this or nothing. And | don't want
them to choose nothing. | want them to choose between good, better and
best as a membership option.

So going back to that [inaudible 00:03:16] catalog and looking at your
membership levels and hopefully, maybe even by now you've got the
ascension in place, so you already have a good, better, best option, you
could put those before somebody and the question for them is not do |
become a member or not, but the question is, do | become a good
member, a better member or a best member. Obviously those are not the
name of your membership levels, but you're giving them those three
options to choose from as opposed to either a member or non-member.

Plus, when you do the good, better, best option, it gives you a variance in
the level of services that you're going to provide them and it positions your
pricing. By the way, | think you should always have a high level
membership that people are just always going to say, | want the best option
available and | will start there, and then if | don't think I'm getting the value
for it, then I'll back down to the better or the good option.

So start with a high level and have something there just for those people
who are always going to choose the best option. And then make that better
level, the middle level, make that the most appealing one. That, you could
settle for this, but if you go to this right here, you're gonna get all of these
additional services, tools, resources, all of these additional benefits of being
a member in this middle level.

And | really want that to be the level where most of your members reside. |
want that to be the level where most of your members are saying that's
where | want to be. | want to be in that midline level membership, that
better membership. Then you have the opportunity to upgrade them to the
best option or downgrade them to the good option, so it's a great place to
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be if most of your members are residing in the mid-level of your
membership program.

Now when you utilize the good, better, best options of your membership
program, and especially for those of you who are just starting out with your
membership business or you're just starting out and offering these, | want
you to constantly examine where most of your members are. It should be
like a bell curve, that the majority of your members are in that middle level
of membership. And then you've got maybe 10% over here who want the
bottom level and 10% over here who are on the highest level and then 80%
are in the middle.

| want you to have that bell curve and I'm just throwing those percentages
out. There just needs to be a bell curve there. If that bell curve does not
exist within your membership program, and maybe it's a slant all the way
down where most of your members are in the good level, and then it just
slowly declines from there. Then it could say that something is off in your
membership program, that there's too much value being given at the good
level, and not enough value being given at the other, higher levels.

And so | want you to look at your numbers as you get this going, and | want
you to look for the bell curve of where your members reside in the good,
better, best options.

Then next, in the way of pricing strategies, | want you to test the pricing
strategy of giving away a resource, not giving away, but selling a resource
or selling a service, plus the membership. So for those of you who are a
business coach, you might have a business tool to where it's get this
course plus two free months of membership or get this service here plus
you're gonna get two free months of membership.

Now a number of you I I'll recognize and I'll confess. A number of you
picked up this course and that's what you got. You received my course and
you invested in my course, then you got or you received two free months of
membership with my coaching. Now if you didn't get the two free months,
it's probably because you missed the deadline. So I'll just tell you that up
front. Maybe you missed the deadline on that. But you give that course and
you sell that course, or you sell that product, or you sell that service, and
you're going to give a test drive of the membership on top of it.
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That immediately says that people are going to make an investment in you
and in your products or services and then they get to have that taste test of
a membership. So you get the resource plus membership.

Then, as I've been talking before, | want you to test the pricing. | want you
to test the different levels. | want you to not just feel like you're locked in.

Let me tell you a secret. You're the owner of the membership business.
You're the president of the membership business. There is nobody out
there saying you can't test the pricing of your membership. You can. | am
giving you permission as your coach, I'm giving you permission to test the
pricing of your membership. And here's what you do.

| know some of you might be saying, well, what if | like to test it with a free
trial? Or what if | would like to reduce the pricing? What about my current
members? Well, keep in mind, you're not marketing to your current
members in order to become a new member. They're being removed from
that marketing material. So they're not seeing the message.

And by the way, if they come to you and say, hey, | saw that new members
are actually able to get $20 off their membership compared to what I'm
paying right now, you can immediately say, you know what, I'll be glad to
offer that to you as well. It's just a special promotional. We run special
promotionals, and as a matter of fact, you may have received a special
promotion when you signed up too, but I'll be glad to offer that to you.

There's nothing that keeps you from saying that and being able to test out
the different pricing from your membership. The key on that though is to
make sure that your current members are removed from any promotional or
marketing materials that are out there, so that you don't have an uprise in
all of your members saying, hey, we want the lower price.

By the way, I've never seen that happen. So if you have a board or if you
have others that you answer to and they come back and tell you, you know
what, our current membership is gonna be up in arms if they find out, just
tell them. It doesn't happen. There's not a membership organization out
there that | know of that lowered their prices and everybody else was up in
arms.
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Now, keep in mind | said membership organization. There are subscription
organizations out there and subscription companies where that happened
to and they are different. You might be thinking like Netflix.

Remember a while back when Netflix was $7.99 and then they said they're
gonna go up on their pricing to $9.99 and they had a bunch of members
cancel. It was kind of the reverse of what we were talking here. But they
had all these members cancel because they went up in price. Well they
didn't do what | would like to tell you next.

And that is | want you to do grandfather pricing. So if you do go up in
membership, if you're promoting your membership rate at, let's say like
Netflix did, which is a subscription business, different from a membership
business. But $7.99 a month, okay. And you raise your pricing to $9.99 or
$14.99 or your pricing is $49 a month and you're gonna go up to $99. |
want you to grandfather everyone at their current rate.

| do not, | cannot stress this strongly enough. | do not want you to raise the
pricing on all of your members. You will have an uprising when that
happens. You will have an uprising when people say, hey, you're raising
my price. I'm canceling my membership. | want you to grandfather them in
and | want you to market that to them and let them know that.

So here's how that goes when it comes to grandfather pricing. Let them
know that hey, guess what? Everything is going great. Our membership
program, we were growing like crazy and due to circumstances and due to
the economy or whatever the circumstances may be, we are increasing our
rates, but I've got great news for you. Your rate is going to stay the same
for as long as you're a member. So, for as long as you're a member, you're
only going to invest $49. Meanwhile everybody else is investing $99. All
new members.

Immediately what you have done is you have created a retention factor and
a pain of disconnect that if a member comes in and says, I'm going to
cancel my membership and you look at their profile and you see that
they've got the grandfather pricing of $49, you can immediately let them
know that hey, you've got the grandfather rate of $49. If you cancel your
membership, you're never going to be able to get that rate again, because
now the rate is $99.
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And so you have the grandfather pricing in place and it's a retention factor
and it's also a great pricing strategy. So as we talk about pricing strategy |
want you to utilize all of them. | want you to test your pricing. | want you to
have good, better, best options. | want you to test selling a resource or a
service, plus membership, and then have that grandfather pricing in place,
and go to work on it. Test it. Watch your numbers. See what happens. And
look and see if your membership business doesn't grow.
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