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Pricing is the only element of the marketing mix
that directly generates revenue, yet it remains com-
paratively underexplored and unevenly developed
in both academic research and managerial practice,
particularly in service contexts. This editorial intro-
duces the special issue on Pricing for Services of the
Journal of Service Management Research. We argue
that the distinctive characteristics of services —
intangibility, heterogeneity, inseparability, and per-
ishability — make pricing inherently more complex
than in goods markets, a complexity further rein-
forced by servitization and the growing prevalence
of subscription-based business models. Against this
backdrop, we outline four developments that shape
the current frontier of service pricing research: (1)
shifts in customer behavior and pricing models, (2)
the emergence of new monetization approaches,
(3) the expanding role of digital technologies in
pricing, and (4) the organizational foundations of
pricing capabilities. The four papers in this special
issue provide theoretical and empirical insights
across these domains.
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1. Introduction

Early in the history of modern marketing, academics and
practitioners recognized the vital role of pricing. The
inaugural issue of the Journal of Marketing already fea-
tured research on how prices influence consumers' store
choices (McDermott, 1936). Academic teaching followed
suit, and a decade later, marketing curricula designated
entire sections for teaching pricing (Seelye, 1949).

Pricing is one of the most important levers marketers
manage. Academics and practitioners alike found prices
to have a substantial effect on consumer behavior and
decision-making, and thereby on companies' revenue
and profits (Han et al, 2001; Nagle et al., 2023). The
long-standing interest in prices highlights their unique
importance in shaping a company's financials: Unlike
Place, Promotion, and Product, Price is the only "P"
in the marketing mix that directly generates revenue;
all other 3Ps create costs (Rao, 1984). Analyzing finan-
cial reports from leading global companies shows that
a one-percent increase in prices can boost profits by
about eleven percent on average — far beyond compa-
rable gains from variable costs (8%), volume (3%), or
fixed costs (2%) (Baker, 2010; Marn & Rosiello, n.d.). For
firms with below-average margins, a one-percent price
increase can improve profits by over fifty percent (Hin-
terhuber & Bertini, 2011). It is therefore no surprise that
companies with strong organizational pricing capabilities
consistently outperform less mature pricing competitors
(Liozu & Hinterhuber, 2013).

Pricing matters not only because of its impact on firm
performance, but because of its pervasive influence on
consumer behavior. Prices shape consumers' most conse-
quential marketplace decisions, including their choices
of stores (Sheehan et al., 2022), brands (Pratt et al.,
2023), products (Kim et al., 2022), and services (Ostrom
& Lacobucci, 1995). When consumers respond to prices,
they do not simply process objective numerical informa-
tion; they translate it into subjective price perceptions and
develop a willingness-to-pay (He et al., 2024; Monroe,
1973). Decades of behavioral pricing research have traced
the contextual factors that affect this process — among
them reference prices (Mazumdar et al., 2005), price end-
ings (Troll et al., 2024), physical service environments
(Madzharov et al., 2015), emotional states (Biswas et al.,
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2023), and decision frames (Simonson & Tversky, 1992) —
establishing behavioral pricing as a productive and prac-
tically consequential domain of marketing scholarship
(Chen et al., 2021). The cross-domain relevance of pricing
extends further still: it is a critical consideration in brand
management (Ma et al.,, 2024), product and innovation
management (Feurer et al., 2019), and sales management
(Lawrence et al., 2021), underscoring the degree to which
pricing decisions pervade the full scope of marketing
practice.

Against this backdrop, the relative neglect of pricing in
both academic research and managerial practice is strik-
ing. Pricing has attracted far fewer dedicated studies
than its strategic importance would warrant, and has
generated multiple calls for more systematic scholarly
attention (Kienzler & Kowalkowski, 2017; Mattos et al.,
2024; Somervuori, 2014). The gap between pricing's theo-
retical centrality and its practical maturity is equally pro-
nounced: among global Fortune 500 companies, only 22
percent have a designated pricing organization (Liozu,
2019), and the share of US business schools offering ded-
icated pricing courses has remained relatively modest —
ranging from nine percent (McCaskey & Brady, 2007) to
thirteen percent (Maxwell, 1998).

This special issue focuses on the service sector and its
specific pricing challenges. In the sections that follow,
we introduce the specific characteristics of services that
make pricing in this context fundamentally different from
goods markets, discuss recent developments in service
pricing research, and position the four papers of this spe-
cial issue within the emerging landscape of the field.

2. Services and pricing

Services constitute the dominant share of modern
economies. In most developed nations, services account
for more than 60 percent of gross domestic product
(Worldbank, 2026). Yet the strategic importance of ser-
vices extends well beyond traditionally service-oriented
industries. Across industrial markets, manufacturers have
increasingly recognized that a product-centric business
model alone is no longer sufficient to sustain competi-
tive advantage. Growing their service business beyond
the traditional good-centric core has become a strategic
imperative — a transformation widely recognized by aca-
demics and practitioners as servitization (Krdmer et al.,
2022). The shifting focus from goods to services as the
foundation of exchange — known as the service-dominant
logic (Vargo et al., 2019; Vargo & Lusch, 2004) — further
reflects the relevance of services.

As services are inherently different from goods, the
underlying pricing requires adaptation to a goods-cen-
tered approach (Hoffman et al, 2002). The classical
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IHIP framework — capturing services' Intangibility, Het-
erogeneity, Inseparability, and Perishability (Parasuraman
et al., 1985) — illuminates why.

Intangibility means customers cannot perceive services
with their five senses, so they often rely on price as a sig-
nal of quality (Chung & Saini, 2022). Heterogeneity — the
inherent variability of service delivery — increases the cus-
tomer's perceived risk of purchase, so price also becomes
a signal of consistency (Rao & Monroe, 1988). Insepara-
bility, the simultaneous production and consumption of
services, does not allow customers to inspect services
before the purchase, which may reduce their willingness
to pay (Shoemaker & Mattila, 2009). Finally, perishability
— the permanent loss of unsold service capacity — requires
demand and supply to be optimally matched, placing
capacity management at the center of service pricing and
give raise to dynamic price adjustments as a pricing strat-
egy, with implications for customers' price fairness per-
ception (Bambauer-Sachse & Young, 2024).

Taken together, the characteristics of services make ser-
vice pricing a domain with unique theoretical and man-
agerial challenges. These challenges span the entire pric-
ing process — from price analysis and strategy formula-
tion, to implementation, communication, and the use of
digital tools. The papers in this special issue address
these challenges by examining service pricing across sec-
tors, methodological approaches, and levels of analysis.
In the following section, we outline current developments
in service pricing research and position each contribution
within this broader landscape.

3. Contribution to recent developments in service
pricing research

Service pricing research has gained considerable momen-
tum in recent years, driven by converging forces that
are reshaping both the academic agenda and managerial
practice. Four broad developments stand out: (1) funda-
mental changes in consumer behavior and pricing mod-
els, (2) new strategies for monetization of services, (3) the
transformative impact of digital technologies on perform-
ing pricing, and (4) a growing recognition that pricing
excellence is not only an analytical challenge, but an orga-
nizational capability. The contributions collected in this
special issue address each of these developments in turn,
offering new theoretical insights and empirical evidence
across a range of service contexts.

3.1. Customer Behavior & Pricing Models

The perishability of services has been a key driver behind
one of the most significant structural shifts in service
markets in recent decades: the rise of subscription-based
business models. Rather than charging customers per
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transaction, subscription models offer recurring access to
a service in exchange for a periodic fee, transforming
a one-off purchase into an ongoing relationship (Libai
et al.,, 2026). This shift is not confined to digital ser-
vices. Across industries, firms have moved toward what
some observers now label "XaaS" — everything as a ser-
vice — encompassing software, hardware, mobility, and
industrial equipment alike (Bertini & Koenigsberg, 2020).
About half of all venture capital funding now flows to
companies built around subscription models (Ho, 2026),
underscoring their commercial dominance.

Yet the commercial appeal of subscription models is
not purely financial. The most widely adopted subscrip-
tion formats are structured as flat-rate offerings: a fixed
periodic fee grants unlimited access regardless of actual
consumption. By eliminating per-unit costs, flat-rate
pricing removes variation in monthly billed amounts
and "insures" customers against the risk of higher-than-
expected costs — the insurance effect — while suppressing
the discomfort that arises when customers feel the cost
of each unit of consumption, the taximeter effect (Lam-
brecht & Skiera, 2006). It is also these psychological prop-
erties that explain why flat-rate subscription models have
achieved such widespread adoption and retention.

Burgsmueller et al. (2025) contribute to this special issue
a rigorous empirical examination of these mechanisms
in a real-world context, offering new insights into the
behavioral determinants of flat-rate adoption and their
implications for the design and communication of sub-
scription-based service offerings.

3.2. Path to Monetization

A defining challenge for service firms is the transition
from value creation to value capture. Across industries,
services that were long deployed as marketing instru-
ments — complimentary features, bundled support, free
digital content — are increasingly being subjected to
explicit pricing as firms seek to diversify revenue streams
and appropriate the value they deliver (Witell & Lofgren,
2013). These free-to-fee transitions represent a structurally
distinct pricing problem: unlike ordinary price increases,
which occur within an established monetary exchange
context, introducing a price where none existed before
forces a fundamental reassessment of the customer-firm
relationship and triggers sharply negative reactions that
cost-effective communication alone cannot always con-
tain (Mustak et al., 2023).

The behavioral complexity of monetization is further
compounded when services are embedded in broader
product ecosystems. In industrial markets, a persistent
managerial challenge is the low willingness-to-pay that
procurement managers display for ancillary services
when offered in conjunction with expensive equipment.

114

Research published in a recent issue of this journal
demonstrates that this phenomenon is driven not merely
by rational cost-benefit considerations, but by customer
entitlement — the expectation of special treatment that
customers derive from the perceived size of their invest-
ment in the core product (Husemann-Kopetzky et al.,
2024). The larger the capital good investment, the
stronger the entitlement effect, and the lower the willing-
ness-to-pay for accompanying services. Critically, firms
can partially counteract this dynamic by invoking the
dual-entitlement principle: communicating transparently
about their own cost and margin situation shifts cus-
tomer attention from self-interested entitlement to fair-
ness norms that hold up the supplier's right to a reason-
able profit. Together, these findings point to a broader
insight: in service markets, price acceptance is as much a
psychological and relational outcome as an economic one.

Free-to-fee transitions occupy a special position in this
landscape, as they represent the monetization of assets
— value-added services, features, content — that were pre-
viously used as growth and retention instruments rather
than direct revenue sources. The pressures driving free-
to-fee transitions are intensifying across industries, as
firms seek to diversify revenue streams and appropriate
value from services that customers have long taken for
granted (Cziehso et al., 2019; Mustak et al., 2023). The
strategic and communicative challenges this creates are
the focus of one contribution in this special issue, which
demonstrates that the framing of price introductions —
specifically, whether and how firms communicate the
motives behind their pricing decision — has a decisive
influence on customer acceptance. The implication for
pricing model design is significant: the financial architec-
ture of monetization cannot be separated from its com-
municative execution.

Schuhmacher & Kuester (2025) address, in this special
issue, a critical and underexplored question at the heart
of free-to-fee transitions: how should firms communicate
price introductions to preserve customers' perceptions of
price fairness? Drawing on attribution theory and the
structural alignment model, the findings offer systematic
guidance on how communication motives and service
alignability shape customer reactions — with direct impli-
cations for how firms can design the communicative exe-
cution of their monetization strategies.

3.3. Technological Developments

The digital transformation of service industries has fun-
damentally expanded the feasibility and sophistication
of pricing. Dynamic pricing — defined as price changes
prompted by changes or differences in demand drivers
across people, product configurations, time periods, and
locations — has evolved from a niche instrument in
aviation and hospitality into a pervasive feature of ser-
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vice markets, fueled by advances in data infrastructure,
machine learning, and artificial intelligence (Kopalle et
al., 2023). Algorithmic and Al-based pricing systems now
enable real-time price adjustment at a granularity and
speed previously unimaginable under manual pricing
regimes, allowing service firms to segment markets more
finely, capture consumer surplus more precisely, and
respond to demand fluctuations with greater accuracy
(Ham et al., 2022).

Yet the same capabilities that maximize revenue poten-
tial introduce new strategic risks. Price personalization,
algorithmic demand forecasting, and real-time optimiza-
tion are precisely those features most likely to gener-
ate perceptions of unfairness, opacity, and exploitation
among customers — creating a fundamental tension
between short-term revenue extraction and long-run rela-
tionship quality (Vomberg et al., 2025). Successful imple-
mentation of technologically advanced pricing, therefore,
requires not merely technical sophistication but a holis-
tic approach that balances algorithmic optimization with
transparent communication and the preservation of con-
sumer trust.

Heyden & Brock (2025) contribute to this special issue a
systematic literature review that synthesizes the rapidly
growing body of research on dynamic, algorithmic, and
Al-driven pricing strategies in service contexts — map-
ping the field's current state and identifying the organi-
zational, technical, and consumer-related conditions that
determine whether these strategies deliver sustainable
competitive advantage.

3.4. Pricing Organization

A recurring theme across the preceding developments
is that the challenges of service pricing are not merely
analytical or technological — they are fundamentally orga-
nizational. Setting strategically sound prices and imple-
menting them effectively requires coordination between
functions, commitment from senior leadership, and the
sustained development of pricing as an organizational
capability rather than an ad hoc activity (Dutta et al.,
2003; Liozu & Hinterhuber, 2013). This perspective pos-
itions pricing not as a single decision but as a continu-
ous, cross-functional process spanning analysis, strategy
formulation, implementation, and controlling — one that
must be actively managed if it is to translate into firm
performance (Carricano et al., 2010).

This organizational dimension of pricing is particularly
consequential for pure service firms and those transition-
ing their product-centric business models to a service
focus. As firms move from product-centric to service-cen-
tric value creation, the organizational prerequisites for
effective pricing change as product-centered pricing pro-
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cesses and methods become ill-equipped to support ser-
vice-focused business models.

Miiller et al. (2025) address this gap directly in this spe-
cial issue, examining how service firms in Germany, Aus-
tria, and Switzerland approach the pricing process and
what organizational conditions determine whether pric-
ing adoption translates into superior firm performance.
Their findings offer differentiated insights for firms at
different stages of servitization — with implications that
extend well beyond the DACH region.

4, Outlook

Service pricing stands at an inflection point. The forces
reshaping it — the behavioral complexity of customers
navigating subscription and flat-rate models, the techno-
logical capabilities unlocked by Al and algorithmic sys-
tems, the mounting pressure to monetize services long
offered for free, and the organizational imperative to
build pricing as a strategic capability — are not transient
disruptions but structural changes that will define the
competitive landscape of service industries for the fore-
seeable future. The field has the theoretical foundations
and empirical tools to engage with these shifts produc-
tively; what is required is sustained, focused scholarly
investment.

The four papers in this special issue contribute to that
effort. While they cannot address the full range of ques-
tions raised by these developments, they advance the
conversation in several critical areas: how customers
psychologically engage with pricing models that increas-
ingly shape their service relationships, how technology
expands firms' pricing capabilities while potentially erod-
ing customer trust, how free-to-fee transitions can be
managed without undermining fairness perceptions, and
how firms can build organizational foundations that
translate pricing strategy into performance. We hope
these contributions will spark further research — and that
the questions they raise will prove as valuable as the
answers they offer.
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