3l

GO-TO-MARKET & PRICING

What is price adjustment cost?
Changing a price changes more
than a number

Price adjustment cost includes managerial, customer, system, and
communication work. Preserve the change path before calling a price
move cheap.
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MANAGEMENT SUMMARY

Price adjustment cost is the work required to decide, communicate, implement, negotiate, and review a price
change. The visible menu edit is only one component. Zbaracki and co-authors document managerial and cus-
tomer costs in one industrial setting, showing why adjustment work can be materially larger than the mechanic-
al update. This article turns that boundary into a cost ledger covering information, approval, systems, customer
communication, exceptions, negotiation, and post-change reconciliation. It does not import the study's setting
as a universal cost benchmark or assume that every price change should be avoided.
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A pricing team can change a number in a spreadsheet in two minutes. The customer list, quote templates, billing
rules, approval chain, sales narrative, and renewal conversations may take weeks. The first duration is a menu
edit. The second is the price adjustment.

Price adjustment cost is the managerial, system, customer, communication, negotiation, and review work re-
quired to change a price under a declared scope. It is not only the cost of editing a price field.

The pricing-architecture article owns the connected pricing system. This page owns the work and cost boundary
around a change inside that system.

What belongs in price adjustment cost?

Table 1 What belongs in price adjustment cost?

Cost layer Work included Evidence to preserve

Information Gather cost, value, competitive, cus- Source, cutoff, owner, uncertainty
tomer, and contract context

Decision Model scenarios, choose the change, Rule, approver, scope, date
and approve authority

System Update catalog, billing, CRM, quote, Version, test, release, rollback
tax, and reporting logic

Communication Explain change to sellers, customers, Message, audience, notice, timing
partners, and support

Customer response Answer objections, renegotiate, Account, event, exception, owner
re-quote, or amend contract

Review Reconcile invoice, pocket price, mar- Outcome, window, denominator
gin, service, and retention

Table from this essay. Sources and interpretation are given in the article.

Zbaracki and co-authors distinguish managerial and customer costs from the menu cost of a mechanical price
change. Their evidence comes from one large industrial manufacturer and its customers, so it supplies a cost
structure to inspect, not a portable rate card (Zbaracki et al., 2004).

Why can a price become sticky?

Price stickiness can result from real work and risk, not just reluctance. A change may require contract review, cus-
tomer notice, system testing, seller training, partner alignment, or approval across regions. The expected gain
must be compared with those costs and with the risk of inconsistent execution.

Stickiness is therefore conditional. A stable price can reflect a deliberate choice, an unfunded process burden, a
contract boundary, or an unmeasured fear of customer response. The label does not distinguish them.
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What does a price-change ledger look like?

The six rows are synthetic. They contain no company price, customer, contract, or cost data. They show how a
team can record the work before calling a change inexpensive.

Figure 1 The synthetic price-adjustment cost ledger

ID Work item Synthetic ef- Owner Dependency Disposition
fort

C-01 Costand 6 hours Pricing Held data Complete
value evid- and cutoff
ence

C-02 Approvaland 3 hours Commercial Authority Complete
exception lead matrix
rule

C-03 Catalog, 8 hours Systems Regression Held pending
billing, and test test
quote up-
date

C-04 Seller and 5hours Enablement Messageand  Complete
partner com- notice
munication

C-05 Customerre- 18 hours Account Segmentand  In progress
pricing and team renewal
contract re- dates
view

C-06 Invoice, 4 hours Revenue Op- Later period Not yet evalu-
pocket-price, erations and actuals able
and outcome
review

Author's synthetic price-change worksheet grounded in Zbaracki, Ritson, Levy, Dutta and Bergen (2004) and Simon (2015). Work categories, owners,
hours, and dispositions are illustrative, not a cost benchmark.

C-03 shows why a change should not be called live when system tests remain open. C-05 shows that the customer
work can exceed the menu edit. C-06 keeps the evaluation separate from the implementation work.

How should a team calculate the cost?

Choose the unit and boundary first. A simple ledger can sum:
Total adjustment cost = internal time + external support + system work + customer response

+ communication + expected exception cost

The components should not be double-counted. A seller’s repricing time may be an internal labor cost. A discount
granted to retain a customer is a commercial concession and should not be silently folded into implementation
time. A delayed launch may carry an opportunity cost that needs a separate assumption.
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The study’s percentages or ratios are not a universal price-adjustment benchmark. They belong to the held indus-
trial setting and its declared measurement boundary.

Which controls make a change reviewable?

1 Scope, unit, customer segment, currency, contract, and effective date.

2 Reference price, new price, pocket-price expectation, and margin boundary.
3 Decision owner, authority, approval, and exception rule.

4 Catalog, billing, CRM, quote, tax, and reporting versions.

5 Seller, partner, customer, and support communication.

6 Requote, renewal, churn, service, realization, and reconciliation outcomes.

If the ledger cannot name the work, the price change may be undercosted. If it can name the work, the team can
decide whether the economic gain justifies it.

What is price adjustment cost not?

Itis not a universal menu-cost percentage, a claim that prices should never move, or a substitute for price realiza-
tion, margin, or customer research. It is not friction to hide. It is the work boundary needed to decide whether a
change is economically and operationally worth making.

A price moves through an organization before it moves through a menu. Count the work that survives the spread-
sheet edit.

The price-increase article separates the expected commercial effect from the work required to implement the
change.
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