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Business Model is One of the Main Reasons
Why Startups Fail

Run out of cash
No market need

' K
...........................................................................................................................................................................................................................................................................

Got outcompeted
Team issues
Legal challenges

Product issues
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Source: CB Insight. Failure can be caused by more than one factor



Higher Gross Margins Boost Company Valuation:
A Case for Strategic Pricing
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Source: SEG SAAS Index Q4 22
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Subscription-Based vs. Usage-Based Pricing
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GenAl: Rethinking Pricing Paradigms
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Cost Automation Expansion Verticals
With potential Ultra elevating Taking over vast Disrupting verticals?
skyrocketing costs, automation, where business processes Pricing may need a
careful pricing is seat pricing might nudges towards scalable revamp
the safety net rebound outcome pricing
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GenAl Pricing - Today
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Usage Often Factored in GenAl Pricing

Subscription ®
S ® cohere
Pricing is tied to £ O".. Otter.ai
Usage-based usage solely o Tiers pricing based on
o several notable features,
including a usage limit
Hybrid
aa
(¥ runway
GenA_' .PrOdUCts Subscription + usage-based
by pricing model pricing for extra usage

@ grammarly (%)

Pricing is not tied
to usage at all

¥
@ wordtune

Tiers pricing, where
usage is the most
dominant variable

V

* Viola proprietary data. Based on analysis of >150 GenAl products .
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Pricing Considerations
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Pricing Considerations
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Subscription Usage

&) Budget planning () Aligning value with pricing
©) Simplicity (“)  Aligning cost with pricing
© Scalability
(“)  Flexibility
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Bridging Theory and Practice
Real World Use Cases
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Midjourney Use Case

GPU Cost-Focused Pricing Model

m Basic

$10/mo
Fast GPU time P 3.3 hr/mo
Maximum 3 Jobs
Concurrent Jobs > 10 in queue
Additional > $4/hr

GPU Time

Aligning cost with pricing
Fast GPUs - significant cost component

Standard Pro
$30/mo $60/mo
15 hr/mo 30 hr/mo
12 fast jobs
3 Jobs ,
. 3 relaxed jobs
10 In queue )
10 In queue
$4/nr $4/hr

Aligning value with pricing
GPU time metric overlooks
value factors like image quality

DN\ siourney

Mega
$120/mo

60 hr/mo

12 fast jobs
3 relaxed jobs
10 in queue

$4/hr

Simplicity
Pricing not intuitive, requires
complex considerations V
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Midjourney Use Case

Aligning Cost with Pricing

Midjourney’s pricing is cost-focused, reflecting the company’s cost sensitivity.

Let's understand why:

Scope

Time
sensitivity

Model
complexity

Lower co:

Limited

E.g., nature views image
generator

Low

E.g., creating synthetic data for
model training

Text

VS.

VS.

VS.

Higher co
Broad

Any type of image

High
Real-time

Image

B\ Midjourney
A

A\
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Jasper Use Case

L Segmentation
Transitioning from UBP to Subscription

(.) Jasper

| |

>
N
$39/mo Simplicity
Tier1 p 20k words/mo e e e
1 Seat First two tiers favor simplicity “.
7 but limit to 5 seats, pushing
$59/mo most businesses towards the
Tier2 » 50k words/mo flexible custom plan
1seat,add up to 5
J
APl Access~
. Custom for Custom for Flexibility
Tier3 p : : >
business business

Third tier favors flexibility



ChatGPT Use Case

API vs. Direct Access Distinction

/ Simplicity

ChatGPT launches
with minimal features

Free for public use

Nov 2022

OpenAl launches
ChatGPT plus:

Premium features

$20/mo subscription

Feb 2023

f Aligning cost
with pricing

Debut of ChatGPT API

UBP - charged for
input and output
(token based)

Mar 2023

. ChatGPT

/ Scalability

Debut of ChatGPT
Enterprise

Custom plan

Aug 2023

L‘?ﬁ Usage-based

gg@ Subscription-based

0]
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ChatGPT Use Case .
. ChatGPT
Direct vs. APl Access

API access introduces unique complexities API access is usually
and usage patterns, warranting distinct excluded in subscription plans
pricing considerations

N 92% API
Excluded

APl usage is driven by user-specific integrations
and goals, making it harder to predict

APl access (%)
in pure
subscription
plans*

Direct access allows for defined Ul/UX, making it > >
easier to control user behavior

API caters sophisticated buyers, familiar with
complex pricing

* Viola proprietary data VENTURES



HourOne Use Case

Rethinking Usage Metrics

Usage metric:

Published video minutes and not minutes generated

Free Trial Lite
Free From $25/mo
3 min/month 120 min/year
1 seat 3 seats

Aligning value with pricing

Charging based on published minutes
aligns value with actual usage

Business Enterprise
From $95/mo Tailored
240 min/year Unlimited

5 seats Custom

V Aligning cost with pricing

It comes with the cost risk of
unused generated videos
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GitHub Copilot Addon Use Case

.« o GitHub
Pricing of Addons

) Copilot

I:II:IDI CII:ICll

@@ Base product pricing model| ﬁ@ Copilot addon pricing model
Enterprise
| Team | encerprise | Business | Entererize
Basics 4 per $21 per $10 per $19 per $39 per
user/mo user/mo use/mo user/mo user/mo

While GenAl addons may have different pricing considerations (e.g. higher cost),
their pricing model usually sticks with the primary one.

However, significant value on the one side or cost on the other may warrant a
deviation from base pricing.
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Additional Pricing
Considerations
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Three More Questions You Should Ask Yourself

@ Are you replacing human labor?

Seat-based pricing clashes with workforce-reducing products

Is model reinforcement significant for you?

UBP hinders engagement and hence model enhancement

Is your GenAl product mature enough?

Value-usage alignment is tricky when your product has
questionable quality and often requires multiple shots

Y
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Looking into the Future
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As tech and metrics
mature, expect to see

more UBP

Capturing full processes
leans towards

success-based
pricing

Direct and API

aCcess
will keep diverging

Royalties-style
model
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