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Today

1. Where we are
2. The AOV menu

1. Pricing
2. Quantities
3. Bundling
4. And more!
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Where we are
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The PE approach

Three multipliers (F, AOV, C)
Increase each 30%, you double revs

Start back to front
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AOV
5



#1 Pricing
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Pricing: let's get smart

Robert Smith

Vista Equity Partners
One simple tactic
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Why increase prices?
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Because you can!

Most entrepreneurs undervalue 
their products

Demand is more inelastic than 
you think
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How to do it?
(Easy, right? Well...)
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Testing pricing changes is hard

Need to test from feeds to product page to checkout 
to order management system...

No great software solutions

Some options exist . . . 
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Option A: time-based AB test

Choose your highest-volume, 
proprietary product

—Ex: A Simpler Time

Increase price 20%+ on Day 0

Compare total revenue from before 
and after (e.g., Day -10 to 0 and 0 to 10)

Quicker, easier way to test!
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https://analytics.google.com/analytics/web/#report/conversions-ecommerce-product/a1012777w1761482p2557090/%3F_u.date00%3D20160224%26_u.date01%3D20170302%26explorer-table-dataTable.sortColumnName%3Danalytics.uniquePurchases%26explorer-table-dataTable.sortDescending%3Dtrue%26explorer-table.plotKeys%3D%5B%5D/


Option B: duplicate product AB 
test

Choose a high AOV, proprietary product 
where you are currently driving paid traffic

—Ex: A Simpler Time

Duplicate that product, increase the price 
20%+ on the duplicate

Duplicate your ad campaigns, direct 
duplicate campaigns to new product

Compare resulting revenue once 
conversions are significant
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https://analytics.google.com/analytics/web/#report/acquisition-channels/a1012777w1761482p2557090/%3F_u.date00%3D20160224%26_u.date01%3D20170302%26explorer-table.plotKeys%3D%5B%5D%26_r.drilldown%3Danalytics.trafficChannel%3APaid%20Search%26explorer-segmentExplorer.segmentId%3Danalytics.landingPagePath/
http://getdatadriven.com/ab-significance-test


No proprietary product?
MSRPs? Skittish vendors? Channel conflict?

Make your product proprietary (colors, finishes, 
SKUs)

Try a secret funnel -- only visible to your email list, 
for example 
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Your turn

Backlog it:

1. Choose a core product for your test
2. Increase price 20%
3. Measure the impact
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#2 Quantities
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Why increase quantities?
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Because you can!

Surprised? Most customers buy more than one

Better customer experience

Efficiencies of scale (shipping, customer service)
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Costco
Turns bulk into billions

No advertising

Fee to shop there

Crappy margins
$100B in revenue!
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How?
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Identify the right products

Check current average order quantities

Greater than 1? Start there.
—Ex: A Simpler Time's Pocket Compass

Sage it: dishwashers vs. detergent
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https://analytics.google.com/analytics/web/#report/conversions-ecommerce-product/a1012777w1761482p2557090/%3F_u.date00%3D20160224%26_u.date01%3D20170302/
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Low-tech
Coupon on the product page or sitewide rule
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High-tech
The right app

Shopify: Quantity Breaks

Magento use Tiered Price
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http://boldcommerce.com/bold-shopify-apps/quantity-breaks/quantity-break-shopify-app


Your turn

Add to your Backlog:

1. Decide on low- or high-tech approach
2. Choose a core product for your test
3. Configure a basic deal for increased quantities
4. Measure the impact (Compare average AOV from 

before and after (e.g., Day -10 to 0 and 0 to 10))
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#3 Free shipping
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Why free shipping?
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Free is incredibly powerful

Amazon experiment with free 
shipping

Example: the "Add-on item" 
program

Take-away: free is more 
powerful than economics would 
suggest
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Most 
retailers . . .

No-threshold free 
shipping policy
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How do we use it to 
increase AOV?
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Apply free shipping above your 
AOV

AOV is the average cart

Free shipping at (AOV+20%) 
creates incentive to add items to 
cart
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Quick, easy test that fetched 10% incremental AOV at Karmaloop
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Other benefits to "free" 1

1. Consumers are inclined to buy more
2. Customers become willing to pay a higher price for it 

later
3. Items increase in value when they’re free instead of 

when they’re discounted.
4. Brands can leverage freebies to upsell other goods
5. Recipients are 20% more likely to spread word-of-mouth

1 2011 report by Kantar Media
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Think beyond free shipping

Free gift with purchase over $X

Free express shipping with 
purchase over $X

Free implementation call with 
purchase over $X

Free gift wrap with purchase 
over $X
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Your turn

Add to your backlog:

1. Find your AOV and add 20%
2. Implement free shipping promotions above that 

threshold
Compare AOV from before and after (e.g., Day -10 to 
0 and 0 to 10)
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#4 Bundling
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Why bundle?
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Because you should!

Bundled pricing less likely to 
tick off customer

Efficiencies of scale (shipping, 
customer service)

Can skirt MSRPs
End result: customers often buy 
more than what they want
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From McDonalds to Microsoft
The billion-dollar power of product groupings
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How to approach it?
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Easy: think of natural bundles from your offering

42



Harder: use data
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Apps make it easier

Shopify app: Product Bundles

Woo plugin: Product Bundles and others

Magento: out of the box
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https://apps.shopify.com/product-bundles
https://docs.woothemes.com/document/chained-products-vs-product-bundles-vs-force-sells-vs-grouped-products/


Once you create a bundle, 
market it!

Homepage

Newsletter
Related items section on 
product page

At checkout
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Other benefits
It's not just AOV . . .

1. Improve the customer 
experience (esp. when 
editable)

2. Mitigate decision exhaustion 
(conversion rate?)

3. Supplement customer 
feedback (which bundles 
work?)
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Ex: A Simpler Time and Navy Office Bundle
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http://www.asimplertime.com/Navy-Collection/1304/Dept


Your turn

Backlog it:

1. Think through your offering and target customer
2. Devise 1-2 product bundles for top sellers
3. Implement and measure the impact

Compare revenue and average AOV from before and 
after (e.g., Day -10 to 0 and 0 to 10)
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#5 Other tactics
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Gamification

Peel sticker, get prize
Bigger AOV, more stickers
It works, but harder 
implementation
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Loyalty programs

Similar to gamification

Tie dollars to points -- incentive 
to spend more

Plenty of apps (Sweettooth)

Easy enough but 75% fail -- I'd 
start elsewhere
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http://sweettoothrewards.com


Financing

Many ways: installments, Bill Me 
Later, payment plans
Forrester: Bill Me Later drives a 
75% lift in AOV2

2 The Total Economic Impact of Paypal Express Checkout for 
Web and Mobile, July 2012
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Price anchoring

Good general practice

Evidence that it increases CR, 
AOV
Esp good for services / SAAS in 
a pricing table
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"Approachability"

Want an immediate increase in 
your AOV? Get an 800# (2 - 5X 
higher)
More videos, higher AOV
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Let's get smart again...
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Whales and minnows

Hidden "secret" of database marketing

Certain customers have higher AOV 
from get-go

Build your business around them:

—Survey them
—Merchandise for them
—Acquire them
—Retain them

This work will 10X your business
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Whales and minnows
Where to begin

Our VIP campaign -- target customers with 
an AOV 2x the average

Easy-peasy: triggered email + Google Forms

Ask:

—What other brands/products/categories 
should we offer? (cross and upsells)

—What other services do you need? 
(customer experience)

—Where did you hear about us? (acquisition)
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Your turn

If I were to pick one of these to start with, it would 
be: focus on your whales

1. Set up simple survey to anyone who transacts 
with 2X average AOV

2. Review the results; take action
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Recap

Goal: an automated AOV Maximization System

1. Where we are
2. The AOV menu

1. Pricing
2. Quantities
3. Bundling
4. And more!
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Next session: cross-
selling and upselling

60



Questions?
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