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In the beginning there was… 

...and it was ok 



Why pricing by cost is not ideal 

Client pays for your inefficiency 



Guidelines from Inbound 2013 Experts 

“Bury the billable hour”  
– Tim Williams 



And then there was… 

...And it was better 



Risk of package based pricing 

Price too low and… 

•  Insufficient margins 

•  Quality suffers 

       

Price too high and… 

•  Competition undercuts you 

•  Competition replaces you as can tie price to value delivered 



A HubSpot veteran agency speaks 

 
“That model of 'here's everything for $X' - is 
broken and has been either un-qualifying us 
when we should be qualified or setting us up 

for failure.” 
 

Bob Ruffalo, Impact Branding and Design 



Guidelines from Inbound 2013 Experts 

“All value is subjective” 
- Ron Baker 



So, what comes next in pricing evolution? 



Pricing by value – example 1 



Pricing by value – example 2 



Refining Inbound 2013 Experts’ Guidance 

“All value is subjective”   
- Ron Baker 

“Bury the billable hour”  
– Tim Williams 

While true we should still quantify 
value when possible as better long-
term buy-in from client 

While true an agency must 
know its headcount utilization 
to ensure sufficient margins 
 



Two ways for an agency to add value 

1. Acquire more 
customers for client 

2. Save money on 
acquisition costs 



1. Bringing in more customers 

Understand LifeTime Value (LTV)  



Calcuating Customer Lifetime Value (LTV) 

•  Non-recurring revenue customers 
•  Revenue * Gross Margin 

•  Recurring revenue customers 
•  Revenue * Gross Margin * average # of repeat 

purchases 
 

•  Examples: 
•  Toy store: $50 * 30% * 10 = $150 
•  HubSpot: $700/mth * 70% gross margin * (1/0.015) = 

$33k 
•  Agency: $2000/mth * 55% gross margin * 18 mths = 

$20k 



Saving on acquisition cost 

Understand Marketing COCA 



Understanding Cost of Acquisition (COCA) 

 
Marketing COCA = 

Total marketing spend 

# of customers acquired 



Value ratio of 10:1 

•  An investment that yields a 10x 
return in 10 years is a great 
investment (25% IRR).  If return 
is shorter than 10 years even 
higher return. 

•  HubSpot: $30k customer for 
$3k marketing investment 

•  Agency: Charge a maximum of 
1/10th the LTV of the customers 
the prospect is aiming to 
acquire 



Selling the Process, Not the Promise 

•  Anchoring to visits or leads, not 
customers in first engagement 

•  You don’t know efficiency of 
prospect’s nurturing or sales 
process so promising customers 
in first engagement is 
irresponsible 

•  Prospect’s sales cycle length is 
important to consider to verify 
marketing ROI.  This time can be 
a guide for minimum retainer 
length 



Three drivers of your costs: 
1.  Hours of effort involved in a task, 

since primarily labor business 

2. Overheads and loaded costs 

3. Utilization rate of employees 

 

Understanding your Costs 



The HubSpot pricing calculator 



The HubSpot Pricing Calculator 



Real example of value-based pricing... 



Manufacturing Client – Value Based Fee 

•  Small manufacturing division of larger company 
•  Many technical capabilities but no leads for any but core products 
•  Parent was struggling but Beetle had potential for growth 
•  Internal sales team generated all leads 
•  Web site was not a source of leads 
•  No external sales network 
•  No marketing budget 
•  No internal marketing or inbound expertise 
•  Very little content 
 



Areas of added value: 
•  Increased sales revenue of existing products 
•  Attracting independent reps and distributors – expand sales network 
•  Low COCA  
•  Platform to promote all technical capabilities 
•  Sell new products 
•  Market test possible new products 
•  Maintaining work force (costs to re-train new people, damage to morale) 
•  Internal promotion to corporate – competing for resources 
•  Internal branding/team building 
•  Establish client as educational/thought leader 
•  Build sales tools/content to close a higher % of opportunities 
 

Top Line Results - Value Areas 



Value Calculation at Time of Sale 

Area of Value – year one Value 

Revenue for existing products $600,000 

Revenue from expanded sales network $100,000 

Lower COCA (decrease by 10%) – increase margins $50,000 

Revenue from new products $250,000 

Maintain work force $50,000 

Internal promotion $50,000 

Increase existing lead conversion (improve close rate by 20%) $100,000 

Internal branding/Thought leadership $100,000 

Total Value $1,400,000 



Year One Results Calculation 

Area of Value – year one Value 

Revenue for existing products $650,000 

Revenue from expanded sales network $125,000 

Lower COCA (decrease by 10%) – increase margins $50,000 

Revenue from new products $150,000 

Maintain work force $25,000 

Internal promotion $50,000 

Increase existing lead conversion (improve close rate by 20%) $100,000 

Internal branding/Thought leadership $50,000 

Total Resulting Value $1,200,000 

Total Fees $65,000 

ROI 18X 



SESSION UP NEXT! 

HUBSPOT EXECUTIVE ROUNDTABLE IN BENIOFF 
HUBSPOT EXECUTIVES AND PARTNER PROGRAM LEADERSHIP 

COCKTAIL HOUR & DINNER AT LEGAL HARBORSIDE 

FOLLOWED BY... 



APPENDIX 



Prove: Business Case/ROI – worked example 

What returns can I get from 
inbound? 

$200,000 

How much new booked revenue do 
you plan to generate each month 

$400,000 

What % will come from inbound 
marketing  

50% 

What is avg. revenue per customer £67,000 
 

New customers needed monthly 3 

What’s the lead-to-customer 
conversion rate 

0.1% 
 

Monthly leads needed 300 

What is your visitor-to-lead conversion 
rate 

4% 

Monthly visitors needed 7,500 

What will it cost? $21,000 

Planning: Brand, Creative, 
Messaging (divided by 12 to get 
monthly cost) 

$1,000 

Website development 
(divided by 12 to get monthly cost) 

$3,000 

Marketing Preparation 
(divided by 12 to get monthly cost) 

$1,000 
 

Content to get started 
(divided by 12 to get monthly cost) 

$2,000 

Marketing Tech 
(divided by 12 to get monthly cost) 

$1,500 

Monthly Campaigns etc.  $10,000 

Internal Resource cost 
(divided by 12 to get monthly cost) 

$2,500 



Marketing Budget & relationship to 
growth goals 



Small agency - Utilization 

•  Peak utilization = 75% - Paul Roetzer 
•  Monthly 120 workable hours 
 

•  Average $2k/mth retainer is 10 hrs/mth of work – IMR 
Corp. 

•  PR 20/20 feels this is low and 20 hrs of work is 
behind a $2k retainer 

•  Example effort: blog post should take 1 to 1.5 hrs – 
Kuno Creative 

•  Hybrid professional can manage 10-12 retainers at a time 
– IMR Corp 

•  PR 20/20 believes this is too much and the max 
should be 3-5 clients per consultant 



Midsize agency - Utilization 

•  Same 75% peak utilization 

•  Typically $4k minimum retainers at this size 
•  Each 20 hrs work/mth 

•  Consultant - 10 hrs 
•  Technologist, Designer and Copywriter – 

each ~3 hrs 
•  ~36 clients per pod 



Packaging - example 

Items per month Fast Faster Fastest 

Blog posts 4 12 24 

Social Media updates 20 40 80 

PPC budget $1,000 $2,000 $4,000 

TOFU offer 0.33 1 1 

LP, CTAs 0.33 0.66 1 

Nurturing campaign 0 1 1 

Press releases 1 1 1 


