MADHAVAN RAMANUJAM
20

Lenny Rachitsky



—_— Madhavan Ramanujam 20 + Lenny's Podcast

Madhavan Ramanujam 2.0 - JiExH8

This is the complete bilingual transcript for Lenny's Podcast featuring Madhavan Ramanujam.

[00:00:00] Madhavan Ramanujam
English:

The good founders need to be able to dominate both market share and wallet share. It is not a choice. You
need to get better at both.

AR ERIE:

RENEBAFTEEBEN ESHIAME (Market Share) FEEMHEL (Wallet Share, BIEFZHALL) . X
AR— P TE—REE, (REFTEXIS EEBRTER.

[00:00:07] Lenny Rachitsky
English:

It feels like every company wants to be an Al company these days. How is Al pricing different?
MERBERATEEL I Al A8, AINENHRETARRELE?

[00:00:11] Madhavan Ramanujam
English:

The winners in Al will need to master monetization from day one. If you're bringing a lot of value to the
table and you start at training your customers to expect $20 a month and you anchored yourself on a low
price point, you're in trouble. 20% of what you build drives 80% of the willingness to pay. But the irony is
that that 20% is the easiest thing to build often.

FRCERIR:

Al TIEHINRAXFENE—REMBEBRZIL (Monetization), MRIFRET EXRKINE, BIM—HBEMILEFS
BRFEA 20 ZaNE, IBECHEE—MENL, BIFFMART . REMEREIIIEES, 20% BERD RGN T
80% KT EEEIE. BINRIAIZ, A8 20% KINRERERRE SRR,

[00:00:30] Lenny Rachitsky
English:
What would you say is the biggest lesson you want founders to take away?

RSz ERIE:



fRERFAE LI ARERBVE)IZ A7

[00:00:33] Madhavan Ramanujam
English:

If you think about market share and wallet share, let's think about it as a two-by-two. The quadrant that
you really want to be in is the outcome-based pricing model, the top-right quadrant where you have great
autonomy and great attribution. About 5% of companies are probably in a true outcome-based pricing
model. If you want to win in Al, figure out a way to get to that quadrant.

AR ERIE:

MRFENHED DTN EEROEF—TERBER, MEEEEANNEE LANRR, Bl “BEFERNEMN
1A (Outcome-based pricing model) , BRI RAERENE EMMIKENIIREES. BFITEREN 5%
NABRRTFEENETFERNENEEAR, WMRIFETE Al TUHIRE, MERNEHANTBIRE.

[00:00:54] Lenny Rachitsky

English:

Do you feel like the popular IDE startups, they're going to be in trouble down the road?
R EE:

RITIFALAIIN IDE (RAFARIFR) FIIARUEEHERMMIG?

[00:00:58] Madhavan Ramanujam
English:

Some of them, yes, without naming names.
R EIE:

Hp—ElLs, BMARE T,

[00:01:02] Lenny Rachitsky
English:

Today my guest is Madhavan Ramanujam. Madhavan is the smartest person | know on pricing and
monetization strategy. As managing partner at Simon-Kucher, he's worked with over 250 companies,
including 30 unicorns, to help them figure out how to price, package, and grow their products.

(00:01:18):

He's also the author of the book on pricing called Monetizing Innovation. And now he's back with a new
book, a sequel, called Scaling Innovation, which teaches you how to architect your business for long-term
profitable growth and also how to avoid the common traps that teams fall into that keep them from

building real, durable, sustainable businesses.

(00:01:36):



Bill Gurley wrote the foreword. | had a chance to read an early copy. | absolutely loved it. It's a book that
every founder needs to read. And in this episode, Madhavan shares many of the biggest lessons from the
book, including how pricing strategy is very different for Al companies, why you need to get your pricing
model right from the start in today's market, a very simple two-by-two to help you pick your pricing
model, how to gain pricing power, a ton of tactical advice for negotiating more effectively, the most
common traps founders fall into, and so much more.

(00:02:05):

If you order five copies of the book, Madhavan is offering a chance to win a free conversation with him, a
signed copy of the book, an invite to the book launch, a t-shirt, and more. Just send a copy of your
purchase receipt to promo@49palmsvc.com.

(00:02:19):

And some more good news, Madhavan is now more accessible. He left Simon-Kucher. He's now investing
full-time with his own fund. He focuses on early-stage Al companies. If you want to work with them, check

him out at 49palmsvc.com.
(00:02:32):

If you enjoy this podcast, don't forget to subscribe and follow it in your favorite podcasting app or
YouTube. With that, | bring you Madhavan Ramanujam.

AR ERIE:

4 XM E R Madhavan Ramanujam, Madhavan @ HIMRHNEENM TR S ERIEBANA. A
Simon-Kucher WEESAA, B 58T 250 RAFE1E, HPEE 30 shASE, BNt RIFE
. FTEME KRR,

(00:01:18):

ERENETE (HHALIHF) (Monetizing Innovation) HIEE., MAEMEELIE (FRLEIF) (Scaling
Innovation) EIY3T, XABHIRMEGE S IAKIMKBANEFIEIE K, UMM RLERRSENEIE
EFA. I8 SSHE IR

(00:01:36):

Bill Gurley AAEH{EF. HAEFRETRHEIER, FEER. XRSMLIBAZBBLIRNB, EEHETER,
Madhavan ZE 7 BRFZZOHII, 81 Al RBNENRBEEARRE, ITAESSHHIRFEN—FFiE
FAEERBENMER, —PEPMEFENMERNERNKRER, MARSENN, REXTEERKF
BIEARZN, EIBAREREANNEH, FF.

(00:02:05):

MRRITMEAZ P, Madhavan SREFRNSMEER KNS, EBH. MBAFIBIER. THE. R
TR MR RIZE promo@49palmsve.coms

(00:02:19):

TE—EES, Madhavan IEEBZEKASE T, fEHF 7T Simon-Kucher, HEBEIBECHNEESLIENE
KR, MEFITFRHA 28, MNRFBSMEIE, 1FHIE 49palmsve.como

(00:02:32):

MRMMERXNMEE, S TERANEENAS YouTube EITEMXF, TE, LFHATWID Madhavan
Ramanujam,



[00:02:40] Lenny Rachitsky (Sponsor Message)
English:

This episode is brought to you by Enterpret. Enterpret is a customer intelligence platform used by a
leading CX and product orgs like Canva, Notion, Perplexity, Strava, Hinge and Linear. To leverage the voice
of the customer and build best-in-class products. Enterpret unifies all customer conversations in real-
time, from Gong recordings to Zendesk tickets to Twitter threads, and makes it available for your team for
analysis and for action.

(00:03:05):

What makes Enterpret unique is its ability to build and update a customer-specific knowledge graph that
provides the most granular and accurate categorization of all customer feedback and connects that
customer feedback to critical metrics like revenue and CSAT. If modernizing your voice-of-customer
program to a generational upgrade is a 2025 priority, like customer-centric industry leaders like Canva,
Notion, Perplexity, and Linear, reach out to the team at enterpret.com/lenny. That's E-N-T-E-R-P-R-E-T

.com/lenny.

FpsCERiE:

ZHAT BB Enterpret 2B, Enterpret 2—1MNEFIBIRFES, # Canva. Notion. Perplexity. Strava.
Hinge # Linear EMAMNEFAFR (CX) MRALRFREXA, EEMNAZRFAFNESHE—RB™ M.
Enterpret LG —FRERFXIiE, M Gong BIREF| Zendesk BV T EE Twitter BINGF, HMEIRIVEBAHFTT
ST AISREAT B,

(00:03:05):

Enterpret By Z R ETF EREBHEHEMITETEFPNMIREE, RUEMMERTEF RIGRAN. &ERNSD
K, HBEXERBSWMANNEFRHERE (CSAT) FXRIEMEKALR, NRRBMEHN “BFZE" IHHIIMAKH

HITRBRFARZ 2025 EMMAEI, Fh& Canva. Notion. Perplexity # Linear AR F AFOLMTI RS
E—#, 1BBER enterpret.com/lenny EBAo

[00:03:40] Lenny Rachitsky (Sponsor Message)

English:

Today's episode is brought to you by DX. If you're an engineering leader or on a platform team, at some
point your CTO will inevitably ask you for productivity metrics. But measuring engineering organizations

is hard, and we can all agree that simple metrics, like the number of PRs or commits, doesn't tell the full
story. That's where DX comes in.

(00:04:00):

DX is an engineering intelligence solution designed by leading researchers, including those behind the
DORA and SPACE frameworks. It combines quantitative data from developer tools with qualitative
feedback from developers to give you a complete view of engineering productivity and the factors
affecting it.

(00:04:17):

Learn why some of the world's most iconic companies, like Etsy, Dropbox, Twilio, Vercel, and Webflow
rely on DX. Visit DX's website at getdx.com/lenny.

AR ERIE:



SRETIEH DX BB, MRMBIBAFTANTFEHEAMS, RBY CTO RERAIFREE1Er. BEE
TARFEEME, HNNBEARERMIER (W0 PREAEBFURIRE) TERMEH. XME DX AR Z M,

(00:04:00):

DX BHMFTHARAR (B4 DORAF SPACE IEREFMER) RITHILEBRERAL R, ERRBEFLRT
BNEEMIESKEFRENEERHBES, MMERIBEFARAZNEAZNERAE.

(00:04:17):

TR A4 Etsy. Dropbox. Twilio. Vercel #1 Webflow HF 2R AR MEN LT EEH DX 1R DX B M
getdx.com/lenny,

[00:04:34] Lenny Rachitsky

English:

Madhavan, thank you so much for being here. Welcome to the podcast.
R EE:

Madhavan, JFEREHREER. MR E&FEE.

[00:04:37] Madhavan Ramanujam

English:

It's exciting to be back, Lenny. Thanks so much for hosting me again.
R EiE:

REBEER, Lenny, IFERHERZIBEH.

[00:04:41] Lenny Rachitsky
English:

This is a very rare second visit to the podcast. You've got a new book coming out. I've got a very early copy
right here. If you're watching on YouTube, here's the copy you sent me. It's like 200 pages. Did you print
this out on your printer, by the way?

FROCERIR:

XRIFEFUNEZRME. (FE—THBELRT . RFEMBE—EFHIRIZE. FRIRTE YouTube £
B, XMEMTLEIE—4. K986 200 0, MER—T, XZE(RE S BFTENVFTENLRAIE?

[00:04:54] Madhavan Ramanujam
English:

Yes, | think I ran out of printer ink after that, | guess.
R EE:

TR, HABENTEXAE, KAFTENNEKABLT -



[00:04:58] Lenny Rachitsky
English:
| appreciate the early copy. It's amazing. What we're going to be doing with this conversation is going

through some of the biggest lessons that you shared in this book to give people a sense of many of the
things that you share, many things you've learned since writing the first book.

(00:05:11):

Let me start with this question. Why'd you decide to write another book? And what is the difference
between Scaling Innovation, which is the name of this book, and Monetizing Innovation, is the name of
the first book?

FRSCERIE:

REMFIZEREARIA, EFEE, EXAMER, RITEREBREBFIZEN—EZLEI, It ARTRIES
RE—ABLUEERMTFZ R P,

(00:05:11):

IEEERZX DA RATAREBE—AH? (MEWLEIF) (Scaling Innovation) HE—ZAH (Lt
#) (Monetizing Innovation) ZaBHAX3?

[00:05:21] Madhavan Ramanujam
English:

So Monetizing Innovation, we actually wrote it eight years ago. Time Flies. And the core thesis of that
book was, how do you build products that are not just cool but are products that people need, value, and
are actually willing to pay for? And | think that took a life of its own.

(00:05:36):

And over the years, we kept getting another question from entrepreneurs that, "Hey, we built a great
product, we know there is willingness to pay, but how do we build a great business? How do we scale
this?" And the brutal truth is that even if you have a great product, you might actually not figure out a way

to grow fast and grow profitably. So we wrote Scaling Innovation in an effort to actually solve that puzzle.
(00:05:55):

So you can think of this as a sequel to Monetizing Innovation. And Monetizing Innovation. Talked about
how to build great products. Scaling Innovation talks about how to build a great business. And writing a
book is... There needs to be a purpose for this. For me, the reason for writing books is about giving a bit
back based on what | know to founders. And book writing is hard. Writing a good book is even harder.

(00:06:19):

And just like Monetizing Innovation, Scaling Innovation is not marketing fluff. It actually has real
actionable stuff packed in that you can go on Monday morning and start implementing. And we wrote this
book to give back a bit of what we know and to help companies scale and architect towards profitable
growth.

AR ERIE:

(EmelH) ELE/\ERENT, . BEBNZLILRE: MAWERNE, MARANEER.
BEARERENANTM? BEBERTETRANFM.

(00:05:36):



XEEER, BINEREIOILENS— MR IR, B TREN~ @, HNEHNEEAREME, B
BTN —MEREVLSS? FATIARIRWL? 7 AERIISCE, BMERE— 1~ m, RBATREHRAREIR
EEBFMIERKNTGZE. FIURINET (REEIH, HEEFX MR,

(00:05:55):

FRUMRRILUBEEER (GEmelH) sk, (EhielHh) #HZWiT&=m, (RRKeIFH) HHE
MEHTIEEF LS. ERRE—TBEW. XEKH, EHEANTEEMAMENARARRSGEIBA. EHEME, 5§
—Z!Kﬁzﬁﬁiﬁo

(00:06:19):

B (ML) —#, (MRLLIHF) FTREHEE. cBETHEK. JRENARE, ME—F LA UFF
1BIIT. FIMNEXERBENT HEHNOAIR, BEIQBMRAHDREN L KR,

[00:06:38] Lenny Rachitsky
English:

| love people like you that do the work for, | don't know, decades at this point, learn from real life
experiences over and over and over, and then just share all this stuff with people. This is the most... the
highest ROl way to learn, is letting you do all this work to learn all these things and then you share all your
answers with us. So that's why | love these books.

(00:07:00):

If you had to boil down the thesis of this book into just a simple thought so that we can just start to plant
this in founders's heads, what would that be?

FRCERIR:

HEBEEREMRXFHA, RNTJLHERNRE, MISEEFREFS), AREXERADZLAK, XE
RAMOHER (RO BREMNFEIFR—ILMEHFAENITEREIXERA, ARMEERIZLHN]T. X5
RRENXEBHRRE,

(00:07:00):

NRIRDTIEX A BRNE RREN — D ERRE, UEEAEIBANRES, BIZEMHA?

[00:07:08] Madhavan Ramanujam
English:

So if I have to boil down the core thesis of the book, it is basically that if you want to build an enduring
business, you need to be able to architect towards profitable growth. What that means is you need to be
able to master two engines: market share and wallet share.

(00:07:26):

It sounds simple on the surface, but it's actually quite complex. Because if you unpack that, for gaining
market share and wallet share, you need to be good at acquisition, monetization, and retention, as in get
customers, make an initial money on them, but also make money on an ongoing basis and have your
customers actually refer more customers.

(00:07:46):



Many companies, actually, what they do is they focus on a single engine strategy. So they focus on one of
those two topics and pretty much exclude the other one. That leads to all kinds of situations. You see
companies saying, "I'll grow at all costs and postpone monetization." You see some who would say, "I'm
going to monetize earlier on," but they might miss out on acquisition opportunities. Or yet others who
are so focused on a small set of loyal customer base that they're neither monetizing nor are they actually
acquiring.

(00:08:17):

So the good founders need to be able to dominate both market share and wallet share. It is not a choice.
You need to get better at both. But this does not mean that you're putting equal effort on market share
and wallet share at all given points in time, but it means you're putting equal attention on both those
topics and being thoughtful about the trade-offs and saying, "How can | actually look at these two topics
together so that I'm architecting towards profitable growth?" That's the core thesis of the book.

(00:08:47):

We actually showcase nine strategies that actually allow companies to architect towards profitable
growth. And every chapter ends with how this particular strategy circumvents a single-engine problem
and helps you focus on market share and wallet share at the same time. And there's also CEO questions
and leadership questions that people should reflect on when they architect towards profitable growth
and are they on the right track? | mean, think about this ways. If you're flying a aircraft, you don't want to
flight on one engine. Why do you actually want to do that for your business?

AR ERIE:

MRBAREZOIER, BME: WRMEERI-—RKENEL, R
MEBREERNGIE: HHRTHEEDT.

AN

TEES R B A IEIE KAVZR, XERE

\

(00:07:26):

KRELITERREE, BXMFLIEEER. RANRFIFBETR, ATRETHHDIMNEREMHE, MEEEK
KXE (Acquisition). Z¥ (Monetization) 187 (Retention) —HFERIEF, MBS LHEIE—
£8, FEEMER, HiILEPEEESER,

(00:07:46):

KiRE, WERBRRANRE “BIIERE" . MIRAXEXRMMEERH—, LF2HEFTS 1. XS
SEEMER: MEEINENARNR “FE-IIAMEK, HEZW” ; ANARNR “RERFZW” , EF
BESBARENS;, EENAREFXI—/NEEEER, BAEAZN, BREARE.

(00:08:17):

MBENEIEAFTREBENESHHOTINEREHT. XFE—MERE, MBARERH. EXHAERENR
EEMEREBRERE LRNEFNES], MERKREREXN X MERL FESFNXE, REPEMHET
e, HREZ: “BNARXRMERESERE, MMERBFIHERIZEE? ” XRERIZOILER.

(00:08:47):

HIMNBERTAMATF AR MREFHE KENHNER. S-—SNERMWAIZSERBIAIMELS|ZER
A, HEBRRNXEHHHEMEEME. BHIEE CEO BEMMS AR, HANEEERF)IEEKIEN
HRE: NS EFERNNEL? BRE, WRIREAF W, FEEFBRE—15I1E 1T BIFATA
EFIRAY L S5 ?

[00:09:21] Lenny Rachitsky

English:



Okay. So | imagine many founders or people thinking about starting a company are not feeling like
they're in one bucket or another. Intuitively, you're not like, "Oh, Of course. We're going to just focus on
growth forever, and that's all that matters."

(00:09:36):

You had these kind of traps that founders fall into that you referenced a bit. Can you just talk again about
just the common traps you find founders fall into that people may recognize like, "Shit, that's what I'm
doing probably"?

FR3CERiE:

BAH. BRBRZONRATITERLIHMAHRREECETE—RENEFE, R L, (RFAxH: “H, H
2, BRINBKERXFEK, BEH—FBE2NES

(00:09:36):

RNARE T — LB AR BIEANEM. (REEBFAMHIRAIABLE REMHAE? FiLRRETIRE:
25, FAJREIETEMXFER."

[00:09:47] Madhavan Ramanujam
English:

So let's unpack the traps that are correlated to the archetypes. If you're a disruptor archetype, you might
fall into one of two traps. The first one is you might land, but you might not expand. As in your eagerness
for acquiring, you might have actually given away a lot at less and you have given the farm away, but you
don't have anything to expand to. That's the first trap you're likely to fall into.

(00:10:12):

The second trap that you actually fall into is you start... A market share that won, is different from a
market share that is actually held. If you're so acquisition focused, you're actually focused on getting
more and more customers, but you're not spending enough time with customers that you actually got to
keep them, upsell them, keep them happy, et cetera. So you might fall into that trap.

(00:10:34):

If you're a moneymaker, you fall into one of two traps. The first one is you might nickel and dime your
customers to death. Because you're focused on monetization, you might come up with a very
differentiated pricing model, different levels, hidden fees, things to charge for many different things and

come across as just trying to nickel and dime your customer.
(00:10:53):

The second trap that a moneymaker actually falls into is that you fall into the price premium paradox
where you think that pricing high actually indicates value, but your price is so high that you actually start
hurting your acquisition, so it just becomes irrelevant for most people.

(00:11:13):

If you're in the community builder, you actually fall into two common traps. The first one is you're
focused so much on the foundation that you actually miss the frontier, which is you're so focused on your
loyal customer base that you forget to attract different types of customers and you're not acquiring.

(00:11:30):



And the second trap that you fall into if you're a community builder is you train your customers to expect
more for less. Because you're so eager to satisfy your loyal base, you start giving them more and more,
and you're training your best customer base to expect more for less.

(00:11:46):

So these six traps are very common across these archetypes. Being a profitable growth architect means
that you're avoiding these traps. In other words, you're simultaneously being a disruptor, a moneymaker,
and a community builder all at the same time. And how do you actually have that archetype and the right
strategies to actually go about your business?

FROCERIR:

IFNFE—TS5FREREE (Archetypes) HBXBIFER. WNRIRE “BiEE" (Disruptor) RE, {RAJgERE
NFENEHZ— F—NE “BREFTET K" (Land but not expand) . BF2FRE, (RAIEELURIERINIE
LHTARZERA, JLFR "M% I, SRELKEBYT KI=E,

(00:10:12):

FIAMME: RENTHHIAFTTENTZHE. MRS FTXERE, RRMEHHN, KGR
MEEEERENEFAS £, XBEMI). ALEE. LR,

(00:10:34):

MRIFZE “WEEE” (Moneymaker) RE, RFEENBENEM. F—1ME “HMELE” (Nickel and dime
your customers to death) . EAREETFEM, RIS —MIEEERNENRE, S2REZELR, BRS
PRmlZEA, MEMNEEBKEE, XRILBFFPEF/MRZBEE T

(00:10:53):

BAEME “NREMNFIR” (Price premium paradox). fRIAASNHAERENE, EIRHNESEIFRMH
ERE, SERNT RN ASEARKRERILEXER,

(00:11:13):

IRIRE “HXEigE” (Community builder) , fREESIEANBEMEM. F—TRBITFTXE “RE" MEKXRT
BIA" o MAXREEEEFFE, UETETRIIFTALENER, SBEREFEH,

(00:11:30):

BMNEMAR NEFFEHSMENER o EAMKEIRIRELLE, RAMGMIESREA, SRIIZL TR
RIFNEPEERT “EELHNSRFIESHNARE

(00:11:46):

EAMEAEXEREPIFEEB. AA—T “BRIMEEKEGINT SREMREBETFXERM. Ra1ER, R
ERNMATEE. MEEMHEXEIRE, AREXMEREH A EMRIRIBREES?

[00:12:07] Lenny Rachitsky
English:

Okay. So this is what you want to not do. You mentioned you have nine strategies for how you actually
want to approach pricing, monetization, scaling, monetization, and innovation. Can you share a couple of
these strategies, maybe two or three, maybe some of your favorites?

AR ERIE:



4, XEBREHEM. (RREIMBENMREROEEN. T, MEEFEHF. ReEDZHEHFLNG? tbin
M= MREREIRRY?

[00:12:21] Madhavan Ramanujam
English:

Sure. So | will unpack a couple of strategies. Maybe the first one | would take is what we call as beautifully
simple pricing. So in your early days it is by far more important to have pricing that is really simple and
it's not creating too much friction in the sales conversation. | mean, the asset test that you probably
should go back on Monday morning and do is take some of your early prospects or customers and ask
them to articulate the pricing strategy back to you, right? If they were to actually sell on your behalf, how
would they describe the pricing strategy? And if they cannot contextualize that in a simple manner and
actually explain, you don't have a simple pricing strategy. It's as simple as that.

(00:13:02):

And having a simple pricing strategy also means that your pricing needs to be able to tell a value story, as
in you need to contextualize your price based on the value that you actually bring to the table.

(00:13:15):

A great example here is Superhuman. When they started, they were actually competing with free email
products and they were coming up with a premium email experience. And how do you actually price that?
And | thought the team at Superhuman with Rahul and others did a pretty good job. They came up with a
$30 price point per month, which was pretty simple. But the way they kind of told the story was that you
pay a dollar a day for actually getting four hours of productivity back in the week, and then suddenly the
pricing doesn't look too off. | mean, it's like the price for a latte in a week to actually get four hours back.
Why wouldn't | actually do that, right?

(00:13:50):

And pricing contextualization and value story doesn't need to just apply for premium products. If you take
another example, like the Subway $5 footlong is a different way to say a story with pricing that, oh, for $5,
you get a lot of value actually back. So beautifully simple pricing really means coming up with a simple
pricing strategy that your customers immediately get and your pricing is actually telling a value story and
how do you actually get that. So in the book, we have a checklist of 10 different things that you actually

need to look at to make sure that your pricing is beautifully simple.
R EIE:

HRe BRIFMILDEEE, F—PBRBHNERNFIBEN “REEMN” (Beautifully simple pricing) . EF
H, HE— M ERERE. FEHEMEFTEXRZHENNENRBEXEE, REWFE—2 LEEM—D
‘“ReEal” @ H—LREENEBEEERPHUEER, LA RSERIFNEN KK, WRILMITTRIREHE
g, MIISMEEREN? MRMITFEUE RN A XBHEHRBEFE, BINENREMABER, XA
B8,

(00:13:02):

REEGRENENRBEEKREMNENFTEEBHE - “NMEXRFE" , EMER, MEBEREFEMERONE
EAMEREE R,

(00:13:15):

XEE-MREFHIGIF: Superhuman, HIFIEEY, MIKFELRESEBNBEFHA~mRES, il
HEYE S IRAVER AL, ZIMEEMNIE? FIAA Rahul # Superhuman FRA#GREF. MAITET —1EA 30



ETHNE, XRENE. EMITHARENANE: FEXRXM 1%, SRMEERE 4 /NEREFD, RAZ
8], XMEEERMFIBABET . XMEEEAE—TEERAIEIMRE 4 /N\00TE], FtaTie?

(00:13:50):

ENMBERUNNMERENMGERTEH™m. BEMIF, FEK (Subway) B “5 RTK=FAR" thE—H
REMHBFENAIN: RFES5ET, MERIFERBINE. P, “REEMN” BRERIE—INZFFENE
MEMNRE, HAXPMENETSMEHAR—MNERS. £BF, RFIET—ES 10 1MESRER, BiR
REVE N E T RS,

[00:14:25] Lenny Rachitsky
English:

As we go through these strategies, is your advice try all these things, like you should do as many of these

strategies as you can, or is it maybe pick a few that work for you or just one is enough?
R EIE:
EFAPEXLERRES, RAVEINEZ A XLERE, REHELMEGECH, HERM— I 7?2

[00:14:34] Madhavan Ramanujam
English:

So there are nine strategies. We have organized that into strategies that apply during your startup phase,
like just when you get started, and strategies that apply to you in your scale-up phase. So there are four
strategies that you need to do in your startup and five in the scale-up, so it's quite manageable. | would
argue that all four apply in the startup and all five actually apply in the scale-up phase, but it's not like

you need to start focusing on nine things from day one.
Fp ERIE:

—HEAMKRE. RITBENDRERT “WEIMER” (Startup phase) HIRERFERTF “WELMNER”
(Scale-up phase) BISRE&. #EIMMERBEDF, MRLMBEERM, FRUTEEERGFEREN. TIANTLINER
AOFERIER, MR EMBEER, BHFAERIMME—RERERN X EXNGE,.

[00:14:59] Lenny Rachitsky
English:

So this first one was the startup phase?
FRCEIE:

FRUAE— (REEN) SHILIMERRY?

[00:15:01] Madhavan Ramanujam
English:

Yeah. The beautifully simple pricing is the startup. Exactly. And so in the scale-up phase, | think one of the
most important strategies is to master negotiations and really get better at acing negotiations, especially



if you're in a B2B situation. And how do you actually do that? Because you need to be able to talk about
the value and contextualize your price based on those kind of conversations.

(00:15:25):

So to master negotiations, it comes down to actually three things. Mastering gives and gets, being good at
value selling, and third, having the right negotiation strategies. So let's unpack that each at a time.

(00:15:39):

So giving and getting, why is that important? Because in a negotiation, typically you're giving. | mean,
you're giving concessions. People are asking. If you don't get anything back, you're basically indicating to
the other person that they can keep beating you up and you need to keep giving. But if you're giving
something but you ask for something in exchange, then you're basically bringing authenticity into the
negotiation because it actually means something to you to give, so you're asking something back. It
actually makes the negotiation way more effective.

(00:16:10):

And in the book we actually talk about the top 10 gets in B2B and the top 10 gets in B2C. One of my
favorite gets in the B2B situation is what | call as conducting a value audit. So what this means is if you're
giving a concession, ask for a value audit in exchange where every six months a team internally from your
customers would be commissioned to actually conduct a value assessment of your products so that it
becomes their business case and you co-create it with them saying how much value is actually produced.
And this is great because if they actually engage in that, that gives you tremendous pricing power for
renegotiations because it is their business case, they're championed it internally, and you're pretty much
making your products pretty sticky. So it's a pretty harmless get, but it could be very powerful for future
negotiations. So being good at-

FRZERIE:

2H, REENBTEINER. MEMRRLHER, WANREENREZ—F “HBRBIKF” (Mastering
negotiations) , THETE B2B IR To fRZMAMIE? RAMEFEEEBIXKICNE, HIREXLEIERIREINE

SR,
(00:15:25):

BEIKANIEN=H0F: EE “AF5FKI (Givesand gets). K “NEHE" (Valueselling), UKNIEE
IEMBNIRFIRES. L FATE—FE,

(00:15:39):

BER “GTS5RW , ATAXRER? AAFERAF, MEERTE “4F REMEILY . MR
REUSMREEIREEAARAE, MEFLRERM SRR MITRIUSEERR, MRe—HILP. BMNR
RELTRIFRANRRERTR, RIARFHIHERTERLRE, HAXKRBMREIEZZEAN, FRURER

Bk, XEILKHTEEREZ.
(00:16:10):

FHENITIET B2B M B2C AZENH 10 F “RE” o £ B2BH, HERERNENZ—F “NMEHIT"

(Value audit) o XEREMRIREE TNRILY, MERNSETABERSEARE S~ R T—RMNE
T, XETEERTA T 0189 “WSZEF” (Business case), MRESMITHEFEIENET XFERET MMM
BAVIERR. XIEEE, RANNMRMNSE5ES, XSARRRNEMRKFIREERNENN, EAXZMITA
ARG, MASILR~REFEEEEME. XR—IMEMULENRE, BERRNKAIFHNEES
7o



[00:17:00] Lenny Rachitsky
English:
That's really smart.

FRCERIR:

XEARIZEA,

[00:17:01] Madhavan Ramanujam

English:

... gives and gets is... Thank you. Being good at gives and gets is really critical.
(00:17:07):

The second thing in mastering negotiations is being good at value selling. And for being good at value
selling, you need to do three things. First, you need to be able to create the needs. Second, you need to
be able to create affirmation loops. And the third one is creating a good ROl model. And let's talk about
each of those. So creating needs is very important because many founders show up and try to
understand what are the needs of the customers. That's one way to look at it. But you need to be able to
create needs rather than just discover them.

(00:17:38):

So for instance, if you're a marketing automation Al product and you save, let's say, three weeks of work
that actually needs to be done to actually get stuff in a dashboard that can be analyzed by marketing
managers, the way you create the need is ask about existing processes and say, "Okay, so just so |
understand, all of this stuff actually takes you three weeks to put data together to actually have
meaningful dashboards for your marketing managers to take action. What if that was available to you
instantaneously?" Oh, you have now just created a need, right? So being in that mindset of creating a

need as opposed to just discovering them.
(00:18:17):

The second thing is creating affirmation loops. And this is really important. I've seen a lot of founders get
into negotiations. They're so eager to talk about their products. They keep talking about the products
without any affirmation from the other side. You need to pause and create affirmation loops, things like,
for instance, "Okay, so far, you've seen all of this. How does this actually play out in your company? Do
you see it as valuable? What about this dashboard do you actually like?"

(00:18:44):

So when you ask these kind of questions and your customers are playing back the value that they actually
see in your product, you're creating affirmation loops, which become tremendously useful when you start
selling the product finally. Because if they've agreed that there's value that is being produced, then you

also have a better commercial discussion.
(00:19:03):

And the third one is creating a good ROl model. And | see a lot of founders work on a POC. And after the
POC's over, they'll show up with an ROI model and try to defend a price. You've already lost the battle. |
mean, no one is going to believe an ROl model that you just cooked up. Everyone is going to challenge

you on assumptions.

(00:19:22):



The right way to think about an ROl model is to actually co-create it with your customers from day one,
which means agree and validate on the assumptions and the inputs. So like, "Hey, how long does this
process take today? How many engineers are there?" So you create ask questions that are all inputs to an
ROI model. And if you have done that process and the customer agrees on all the inputs, they're very
unlikely to push back on the output of an ROl model. So a POC needs to be framed as the purpose of a
POC is to build a business case, and we are going to co-create an ROl model with the customer as
opposed to it being a tech and product functionality feature test and you show up with an ROl model.

(00:20:06):

And when you're building an ROI model, there are many buckets to focus on, but there are three that are
very critical. The first one is, what are the incremental gains that you actually bring to the table based on
KPls and metrics that your customer is tracking? So this could be things like incremental revenue,
reduction in churn. These are the immediate, tangible, clear impact to the business line based on the
products that you actually bring to the table.

(00:20:33):

The second bucket is cost savings. Are you reducing headcount? Are you reducing license costs? What are
the tangible cost savings?

(00:20:41):

And the third one, which is often overlooked, is opportunity cost. For instance, if you save 10 hours of
time for a team, what do they actually do with that 10 hours? That can also be quantified. So when you
put all of these three things together, you start building a proper ROl model that you can actually use in
your value selling to defend the right price.

FROCERIR:
. ZEATSRMIEREE,

(00:17:07):
RBEXANE_SREK “NEHE” . EMETFNEHEE, MHEEM=M4F: F—, IEFEXK, £, gE

“IaIATEIR” (Affirmation loops) ; 8=, BIE—MFRRERIIRZE (ROI) 1RE,
(00:17:38):

SIERREREE, FZOBARBREER "B FEPNER, XREB—17HH. MEERB Q& F
R, MANREBLIREN. W, WMRMREB—EHEENNE A, ETE=ZFANBIERETE, (RAILIA:
“NTIULERFBEINGEREHRRTH, MINEEETCZARERIEHRE. NRXEHIEEREZIE? ~
B, REINIBIE T — 1 FEKo

(00:18:17):

FIRERE “WAET . XEFEE, HAIRZEUBATXKHPREEDEFALMHB SR, R
FRIFHIN. (REEETR, m—Lm@A, tkal: “FIEfiALlL, (FELER T XEIEE, RIEEXXIR
MNABEMALEYN? ARBEENERD? FREMXMERENH —R? 7 AEFFEMERMIEINNE
BY, RRLEIE T HIAEIF. XTERZLMRNIEEER, HAMRMIIELHAINTNE, BSITIEHKIRFE
%,

(00:19:03):

F=REEE—NTFH ROINER, BEIRZEBATEMS POC (BIRWIE) &, E&— RO EREBHPN
1% XBMRRELRE T, ENZASHEEMRIREEERIEE, KARSRBTIRIZ.

(00:19:22):



EWNAEEMNE-—REMSER “HEEIE" ROIEE, XTHEEMRIZNEBABELR —BHH#ITE

iE. tbie): “XAVARNEFESKEE? AZLIRNS5? 7 XEHZ ROIHRENHN, IREFER

TEHRBENEAEE, MM ARTRRBEEER. FILL, POCRZENXA “BiLIWSEF" IR, m
T EfE BRI,

(00:20:06):

EMEE ROI RIS, A= PRPE4E: 1. 182Uk (Incremental gains) , WM. FBRIERAR, XL
BEEFmMISLNEIR, 2. AT (Cost savings) , fE /D Ak, BREBNER, 3. Ml K
(Opportunity cost) , XEEHZMHN, LLIMRA— T HEIRATE T 10 /MBS, M1 LUAEX 10 BT EMAA?
XA EN, BX=FEGER, FMBE T — NI UARIEIRNEN ROl EEL,

[00:21:02] Madhavan Ramanujam
English:

So we talked about three steps in mastering negotiations. The first one was gives and gets. The second
one was getting better at value selling. The third one is actually getting better at even negotiations and
what strategies would you actually use. And there are a couple of strategies that we have found to be
really productive.

(00:21:20):

The first one is to show up with options. Many founders rush with one product and one price and say,
"Okay, this is a hundred K product, and that's what we are trying to sell." Inevitably, what will happen is
the immediate focus of the conversation will be on the price, and you're only talking about price.

(00:21:39):

But if you have options on the table, let's say if you have a good, better, best, if you're a hundred K
product, a 200K and a 300K option, then you're not just talking price, you're talking value. Because if your
customer is budget conscious, they'll say, "Hey, | like the hundred K price point, but | actually like the
functionality in your 200K product." Then your immediate question is, what in the functionality do you
actually like? Why is that beneficial for you? So you switch the conversation back to value as opposed to
just talking about price. And we have seen that with these kind of conversations, you're by far more better
off to actually land in a much better place than just showcasing one product and one price.

(00:22:18):

And showcasing options doesn't need to be just different products. It could even be a pricing model
choice. And I'd probably give a simple hack that people can try on Monday morning. | was talking to this
founder who said, "Hey, | think the budget is about 100K. That's what | believe from the key stakeholder,
but my product really brings crazy value. | could even charge, let's say, a 500K for this product, but | don't
have the courage to actually go and ask for a 500K price because | kind of know a hundred K is the
budget. What should | do?" So for those kind of situations, actually show up with options in your pricing
model.

(00:22:58):

So we coached him to go in with a hundred K, plus 10% on any incremental value that you bring, or it's a
500K fixed. So now this is actually a great situation in negotiation. Because if you're price sensitive, you're
focused on the hundred K. It's a small fee to actually get started. But the conversation will gravitate
towards, "What is that 10%? How do you measure value?" That's a great conversation to have because
now you're talking about, "How you add value? Where's the value generation? What portion would you
take?"



(00:23:28):

And you see one of two situations. Either the customer say, "That's great. You're putting skin in the game.
Let's go with a hundred K and 10%," or, 80% of the situations, you might actually want to avoid the
outcome-based pricing as a buyer, but you're not really fixated on the 500K at that point. It is the
premium that you're actually paying for the certainty. So no one is focusing on the 5K because of the
hundred K option on the table, and you just put a 500K and got the courage to do that. And in this specific
situation, that 500K got negotiated to 400K, and they just 4X the deal compared to where they would be.
So having options on the table when you negotiate is critical.

(00:24:05):

And there's also some tactics that we showcase in the book, like anchoring is important. If you start high,
you'll also end up higher. And also tapering concessions. How do you give concessions? | mean, the worst
negotiators will start by giving a small concession and then give a bit more when someone asks like... You
might give a 5% discount, and the procurement guy says, "That's not enough." "Okay, I'll give you 10%

nn

more." "Okay, that's not enough." "I'll give you 15." What are you indicating to the other person? You're

just basically indicating that | can keep beating you up and | can get more discounts.
(00:24:35):

The best negotiators who taper the concessions. So they would say, "I can give you 15%." "Okay, | need
more." "I'll give you five." "I need more." "I'll give you two." So you're automatically indicating to the
other person that the negotiation's actually ending. So how do you taper concessions also become
important.

(00:24:51):

So when you put all of these three things together, if you master your gives and gets, you get better at
value selling, and you use the right negotiation strategy, you can extract full value from every deal. That's
probably way more important when you're at the scale-up phase.

FRZERIE:

BITXRE THEBERAN=ZATE: 1. ATE5REG 2. MEHE; 3. AERRFIRE, FMEKMETLNREEIES
B

(00:21:20):
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(00:22:18):
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(00:22:58):

XERHPIFEEF. MREFAMMEEZ, WIS 10 B, EIESEB: BB 10% Bft4? A
EME? 7 X2 MRFENEE, RAMRIMEIHCNALIENE. EREFERMN: BARFERDHAR;
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(00:24:05):

PHFEEET L8R, bl “4BE” (Anchoring) REE, &BFMNE, XaMtias. £#F “@RALD”
(Tapering concessions) . ZMIIKFIE ST 5% 0, WA HEEL 10%, BELE 15%, XEFEIFT
B REERT, REETE, MINFHIKHBEBRILE 15%, XMHEEZEL 5%, BELE 2%, XERRY
7 BHIRIELE T -

(00:24:51):

BX=EBLEGER, MMENESERZ TR E. XEMNRUMEBELHEE,

[00:25:05] Lenny Rachitsky
English:

This is such great advice. | love that this is just one small chapter of your book. This could make or break
your company. It's interesting that you have a whole thing on negotiation in a book about scaling
innovation and growing your company. Is the assumption here that your pricing and monetization is so
impacted by how well you negotiate because that changes your entire pricing structure and how much
you're making? Is that why you put so much effort into this part?

FRCERIR:

HEWAET . RERXRAZMBAN—/NE, XAJERE-—KQBHIAY. REE, MREXTRELEIFHN
BRHBELIHTHA. XENRIGEFZ: ENMERRRFEINZIRAR, BRARHSREMROED
EMERFBN? ZMBIFRANX AZEHHRES?

[00:25:31] Madhavan Ramanujam
English:

Exactly. | mean, in a B2B situation, you can set all the pricing you want, come up with great pricing
models. But at least even today, it's a human having a human conversation trying to negotiate. So if you
cannot contextualize what you put on the table, how do you negotiate around value, how do you
contextualize your price, you're leaving a lot of money on the table.

(00:25:49):

So to us, negotiations is yet another monetization topic where you're thinking about it as extracting full
value from every deal. And this is not just negotiation tactics, like keep your boss at home and just
negotiate and things like that. This is actual negotiation strategies that are rooted on value selling, gives
and gets, and focusing on extracting full value from every deal.

FRZERIE:

Hiho 1E B2BIRH, FElLUSEERFEENEN, ITRENRE, BEDESK, KHDARASAZ
BIRYATIE, R ABENRNARREE R, TEESNEHITIRH, FRENNIBIRESIEME, MMamK
R&E%.

(00:25:49):

FRA AR, KAIRFZ — P EIRE, ROBMAMNEBERZFRIESBME. XFNXERFIRIT (t
g EEREERE” ZER), MBERTMERE. £ FSRMPESZRFIRE.

[00:26:14] Lenny Rachitsky



English:

So useful. This idea of throwing out a third higher priced option, say 500K, it's so interesting. Because
usually the advice | hear is like, "Just throw out twice the number you used to... " Just put it out there just
in case, which is really scary to ask for like, "What about $50,000?" And this is like a much less scary way
of doing that. "Okay, but we also have this 500K option. Here's what you get." And then they may be like,
"Oh, that's exactly what we want." And you're like, "Oh, wow. It worked."

FRCERIR:

KEAT, HE—1EMEm (il 50 /) A RER. RABERIFINENE “BREREIMRUAINEE
MfE , XEELREIFAN, MIRXMALEIMES: “G@H9, BRITBE— 50 HRHET, BEXERT.”
REMNBRERY: B, BEZHNNBEN.” MR “H, FARDNT.”

[00:26:40] Madhavan Ramanujam
English:

Exactly. It's a very simple hack to get your courage.
FRERIE:

it XE—TILIRRIFESER/NE o

[00:26:43] Lenny Rachitsky
English:

That is so cool.

R EE:

KEET o

[00:26:44] Madhavan Ramanujam
English:

Put a good price point.

FRCEIE:

E—MNFBIMIL

[00:26:45] Lenny Rachitsky
English:

Wow, this is awesome. This is just like a golden nugget within golden nuggets of advice. Okay. So you
have nine strategies. We've covered two. Let's not get into them, but just what are a few more just so
people know what else they might be able to learn?

FROCERIR:

I, XXET. XBERERFPHNERTF. i, MBEAMKRE, KMNELHT M. TRRTH, ETES
"IV, IERKMEREF R A?



[00:26:59] Madhavan Ramanujam
English:

Sure. We talk about how to land and expand, as in how to design your best free product in such a way
that you are landing, but also expanding. We talk about things like how to have the right packaging
strategy, how to stop churn before it happens, how to do price increases effectively. Because at some
point in your scale-up journey, you need to increase price, but how do you do that meaningful fashion?

(00:27:24):

So we have various strategies that apply both for the startup and the scale-up phase. But in combination,

all of those things help you articulate and architect towards profitable growth.
FRCERIE:

B BANNICT MR “FEREFHTK , BINEIHREIR SR~ M, EHEEEERSIZFFHEN, XEEARST K
Wi HANEITIC T WMAFRIE EMBITERE. MAERRAEMMELE. MABRMKN. HAERRLD
B, MBREKN, BNfU—MEEXERHT?

(00:27:24):

HNESMERTVIIMAIRUN ERAVRES, SEIEHR, XEERERBIRERFMIEKAIZEM,

[00:27:35] Lenny Rachitsky
English:

Awesome. Okay. Let's talk about Al for a bit. A lot of your book is about how Al pricing is very different
from other previous traditional pricing strategies. And it feels like every company wants to be an Al
company these days, so | think this is going to apply to a lot of people. How is Al pricing different?

AR ERIE:

KIFTo ILFAVEED Al, RBANBRA—EBDABTEXT Al ENNFEAREFURERNEN KR, HERKTE
RATEEA Al 28], FMUEREXSHNRZANER, Al ENEIREATRE?

[00:27:51] Madhavan Ramanujam
English:

Yeah, Al pricing is very different from the previous vintage of companies. Why is that so? Because Al
founders need to tackle monetization from the very early days, like day one in their seed stage pre-seed
kind of thing, which was not probably the focus for the previous SaaS companies. Why is that? So

because of two reasons.
(00:28:11):

One, for the first time there's cost dynamics to actually navigate. So you need to think about
monetization from day one. But there's also a more critical reason, which is value capture. Because with
Al products, you're actually bringing a lot of value to the table. And if you don't capture that from day
one, then you're training your customers to expect more for less.

(00:28:31):



So for instance, think about this. If you're building a agentic Al product that taps into labor budgets, labor
budgets are 10X compared to software budgets. So if you use all the old playbooks, then you're under
monetizing, again, from day one and training your customers to expect more for less. So how do you
come up with foundational models that actually allow you to capture the value that you bring to the
table?

(00:28:55):

And why has this become critical? Because with Al, finally, founders can really solve the attribution
problem. In the previous vintages... For instance, if you take Slack, you can say that the productivity went
up, efficiency happened, but you cannot measure it, monitor it, attribute it to Slack. Okay, that's probably
why they were in a seed-based pricing model.

(00:29:17):

But in today's situations, you see companies that say, "In a Fortune 100 company, | was able to improve
throughput by 10%, reduce crap by 5%." And when you get into those kinds of situation where an Al is

creating core value and it's attributable to the Al, you get a lot of pricing power.
(00:29:35):

So the two questions that we commonly hear from Al founders is, "How do | set the right pricing model?"
as in, "How do | charge?" which becomes way more important than how much you charge. Because the
underlining business model has changed. We have moved from software being a pay for access to now
you're paying for work delivered. So the monetization model's become key. That is the first question that
people actually ask us.

(00:30:05):

The second one is, "How do | navigate POCs, commercial discussions early?" Because the buyer on the
other side also wants to see the value before they engage in a commercial discussion." So those two
topics become very critical, and we have showcased a lot of this in the book.

FROCERIR:
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(00:29:17):
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(00:29:35):
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%V BEEZ, ANKBEBUERTT —M “RiERSERHE" TRT “ARMAHOIERRGE" . 2.
‘Bz IREHARY POC M S1116? 7 AAZFHBEHFANFSITCHEINE. XM METIEEXE,
BINEBPMT KERT.

[00:30:23] Lenny Rachitsky (Sponsor Message)

English:

This episode is brought to you by Persona, the adaptable identity platform that helps businesses fight
fraud, meet compliance requirements, and build trust. While you're listening to this right now, how do

you know that you're really listening to me, Lenny? These days, it's easier than ever for fraudsters to steal
Pll, faces, and identities. That's where Persona comes in.

(00:30:44):

Persona helps leading companies like LinkedIn, Etsy, and Twilio securely verify individuals and
businesses across the world. What sets Persona apart is its configurability. Every company has different
needs depending on its industry, use cases, risk tolerance, and user demographics. That's why Persona
offers flexible building blocks that allow you to build tailored collection and verification flows that
maximize conversion while minimizing risk. Plus, Persona's orchestration tools automate your identity

process so that you can fight rapidly shifting fraud and meet new waves of regulation.
(00:31:19):

Whether you're a startup or an enterprise business, Persona has a plan for you. Learn more at
withpersona.com/Lenny. Again, that's with P-E-R-S-O-N-A .com/Lenny.

AR ERIE:

ZHATIE B Persona 288, Persona 2—1"RENEMFE, FEEIEIWITEIRIE. RESHMERARILEE.
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ETHAREYS. SXABRETL. A, XKRAZEDNBAFRFIERERAANTEK. XMENTA
Persona Rt RIEMNMEIZIR, R IFRMEESINWWREMRIERTE, ER/NMORRNENRRMELE, It
4b, Persona NZRHFTARI LI BMERRIZ, BRI AT IRIRZE (W RVERVERFT — KAV I E .

(00:31:19):

TR AT R AR B, Persona #BEEEIRINAZR. 1FIHRA withpersona.com/Lenny T f#E %,

[00:31:34] Lenny Rachitsky
English:

Let's talk about this POC piece because I think this is something a lot of people deal with. And then | want
to talk about this two-by-two that you have in the book. And I'll actually pull it up. So let's talk about



POCs first.
FRSCERIF:

IEFRATEPER POC B9&RSY, EABEEFRE AMETLIEX N, ARFHEMIMFBENEBITORBER. He
BEREH*K, 5t POCIE,

[00:31:43] Madhavan Ramanujam
English:

So POCs, when we talk about POCs, many founders think about a POC as a proof of technical
functionality, and is their product actually working in their customer environments. And they set up the
expectation that we are saying, "Hey, we are going to put the product, and we're going to see if it actually
works." And they would probably say, "Should | charge for a POC versus not?" And we'll unpack that in a

bit, should you or should you not.
(00:32:10):

And that's actually a completely wrong way of framing it. The POC should be framed as the entire goal of
the POC is to create a business case, period, full stop. It is not to demonstrate product functionality fit
within your customer environment's ability to integrate. All of that stuff is a consequence of the business
case.

(00:32:30):

So if you frame it this way is you can say, "Look, it is a 30-day pilot for co-creating an ROl model and
building a business case along with their users. If we see value at the end of the 30 days based on the
business case, we can get to commercial discussions." So that way you've actually not talked about your
price. You're only focused on co-creating a business case with the customer. And based on the business
case, you can actually come up with a proper commercial agreement. And if they see value, they're going
to pay you for it. So thinking about the POCs in that kind of manner.

(00:33:03):

And the question that | often get asked is, "Should | charge for a POC?" And the answer is yes, but smartly.
Let's talk about why it's important to charge. The reason you need to charge for a POC is you start
isolating people who are just tire kickers versus serious buyers. It becomes a lead qualification
mechanism. If you didn't have that, you're going to attract all of these curious buyers who are just curious
about Al. They just want to see if it works or not. They will say, "Yes, I'll engage with the POC." They will
take 30, 60, 90 days with you. They will burn a lot of resources, never buy. You've just wasted your time.
Time is of the essence. So having a price tag to your POC actually indicates that there is seriousness on

both sides, so you should charge.
(00:33:48):

But how do you actually charge for it? You need to charge for it smartly. What this means is that you need
to make sure that your POC pricing is not a reflection of your actual commercial deal. Because let's say if
you just say it's a 10K POC for a 30-day pilot. If you don't talk about the fact that it is not the same as your
commercial discussion, you have now set an anchor that, okay, it's 120K per year kind of deal if the POC
works. So you have to be clear that the 10K is only for building a business case. Commercial discussions
will follow after that. It is not an indication of the actual commercial discussion.

(00:34:28):



But your buyer on the other side might still push you saying, "That's all great, but | need a price or a
budget, otherwise | won't move forward with it." So there are two ways to actually deflect those kind of
questions. The first way is contextualize the price on the value. So you can say something like, if you're
pushed for price, "Hey, for customers such as yours, we have been able to at least unlock 10 million in
very similar situations. And our pricing is... One is to 10X when it comes to ROL."

(00:34:58):

So you basically said that you're a million dollars to actually get started, but you actually didn't say it. You
just said, "It's a 10 million, and I'm taking one in 10 in exchange for it." So you've given the buyer an
indication, but you've framed it in such a manner that actually is justifiable, right? A one in 10X ROI. So
that's one way to do it.

(00:35:16):

They might still say, "Yeah, that's good, but | need a budget." So then rather than just give them a budget
saying, "It could be a 200K option," don't do that. That's the worst thing you can actually say. Give them a
range. You can say something like, "Look, the final pricing would be anywhere from 500K to a million. And
based on the business case that we would co-create with you, we can pick a point in that range that
justifies the value that we bring to the table." So you're giving budgetary ranges, right? So that's the other
way to actually go about POCs.

(00:35:46):

So how you navigate your early wins, who you choose is very critical when you're building companies at
scale and fast in Al because that actually dictates the destiny for the rest of your future. And picking those
early wins is very, very critical. And having buyers who are serious, lead qualifying, having the right POC
process, and thinking about POCs as, frankly, not just trying to see if your product actually works and
delivers value, but it's a great chance to have a commercial test-and-learn experiment and have fun with
it and try to see what you can bring to the table in terms of your value and what portion can you actually
take.

FRCERIR:

XF POC, HZEBAINAER “BARINEEIERE” , BNERFRERZFIFIEHEERE, MR ENTEZ:
‘BINELE~m, BECELEN. ARMIISAE: “Biz iz POC E? 7

(00:32:10):

XHELETLHIZENEIAS. POCHE—BEMRRIZE “BiLISERA” (Businesscase), @5, EFREAT
ERIBEEMEES], APLERB W SRFINGER,

(00:32:30):

WMRRXEERE, FAILR: “X— MR 30 XS, BENESRIINAFREECIE— ROIERHET
WEEG, R 30 XKEENEBTUSEABINTNE, HMNBHEAFSITIL.” XFMIBAZHRNE, RRX
ASEFERES VS EG, EFXPERE, FAUURESENESHIN. MRMIIEITNE, tIIBAR
9%

(00:33:03):

ET “ZAZBPOCHE” , ERE: B, BEWERE. MTAEK? BAXEFRIEERERE M
BEE” A, BTEENER, XB—MHEELRMENG. S, MIWS|I—AEX AIGFEHHIA, il
FEIR 90 K, HEARERXRR, &ENAE, BEmEES. L, 4 POCM ENBITEART WANMTRES
o

(00:33:48):



BYN{AIESEAMULER? IREHMIR POC UM ANRERZNB S EENM. LR 1 HETM 30 Xidm, R
MARAXSRLXGELX, MMIKET — TR, NHIRF—FNSEHE 12 5. FrARERR: X175
RRATERUNSES, BSIIERH,

(00:34:28):

MREZFIEFE—IMECE, ERHNE AR 1. EFNEREE S, FRaIllii: “WFRIEMIXENER,
HITBEEEMBI 1000 HETHNE, MENVEMEER ROIA 1/10,” FREERT Mg 100 7, BIRA “10
% ROI” XMEERAMAFTET HRK,

(00:35:16):

2. IRME—NEE, FEEEZR “ABE20 57 , BERIRERNEERENIE. FRIZR: “RENIEEIEETE 50 7
2 100 mziE), EFHRNMNERENWSES, HIEF—EEEIMNENIFERNEN R

(00:35:46):

£ AL, WNEMMIESEHAMA. EFREFHARRETRFEXTE, AAXRE TIRERRNGIE, EEFEHRIE

K. HITARIRIE. B POCHRIE, HE POCEFR—17ES LN “WX5FY)” LI, EEHIRES
KZOMNE, URIFENFDESZL,

[00:36:26] Lenny Rachitsky
English:

So the core takeaway here is, for Al companies, you no longer can just grow and figure out monetization
later. Your advice here is what you start with is what you're going to end up with, and it's very easy to
under monetize because people aren't realizing that they're now helping with actual labor force savings
versus just SaaS software that's making people a little bit more efficient.

FROCERIR:

FREVZODENRZ . XTF Al RF), (FREBLERKUEEEERER. MBNZE, MABNAIURE T RIS
B, MEREZZERFE, AAMTKERREMMNMERETE KM “ANRAE" , MARNZELL SaaS
HERESH—R.

[00:36:50] Madhavan Ramanujam

English:

Yeah, absolutely. | mean, | strongly believe that the winners in Al will need to master monetization, and
they need to master it from day one. And when we talk to early-stage founders, it is a topic that keeps
many people up at night, but that's also why we wrote Scaling Innovation and other assets so that they

can get some more courage to think about pricing correctly from day one. And it's become very critical for
Al companies to do that.

AR ERIE:

LB IEM. TS Al UHRMROIEETRI, MESIME-REmFER. SFMNSFHEIBATKEY, X
B MEFZANRERNIES, XUERHAE (MRLEIHFH) HRE, HEELMI—LEES, MFE—XE
MERRBEEN. X3 Al ATRFKREXREE,

[00:37:16] Lenny Rachitsky

English:



Do you feel like the popular IDE startups, | won't name names, do you think they've under monetized and

they're going to be in trouble down the road?

RS ERIE:
{REEZARLER]N IDE MRIAT (HARBT), RESMIIZMAENR? UasERMHEE?

[00:37:24] Madhavan Ramanujam
English:

Some of them for sure have. | think they will probably run out of it because they might show a lot of, let's
say, fast revenue growth, but is that enduring revenue? Are people actually going to stay? And is there
going to be churn? And so there are a lot of aspects to marketing profitable growth. It's not just growing
fast, but also growing profitably and having an enduring business. So some of them, yes, without naming

names. But yeah, | think that's why it's important to be thoughtful about market share and wallet share.
R EIE:

Hep—LE5ERH. HAMITREIMEUNY, RAMITEETR T RROBANIER, ERZFHANEBNG?
AMTENZBTRIEG? IERKD? BAMERERSEE, FMUXEKER, EEKGER, BAEFANL
$o FiLL, B8, HPF—ESE/. XMENTARREETHHTIMEENTILEE.,

[00:37:54] Lenny Rachitsky
English:

Well, those are different. | think what you're saying here is the retention may not work for some of these
companies. But on the other hand, they're really cheap. 20 bucks a month to help your engineer be 10
times more productive potentially, is that too good a deal? Do you think they should have priced a lot
higher?

FRCERIR:

XEMEIE, FBTENEREQTNEEFIRKENE. EB5—7H, WIIENRER. 88 20 ETmeELT
MPEF RS 10 18, XRJBEFARAINET? MEFMIINZEESHING?

[00:38:11] Madhavan Ramanujam
English:

Yeah, for sure. | mean, if you're bringing a lot of value to the table and you started training your customers
to expect $20 a month and you anchored yourself on a low price point, | think there are companies that
have actually done that. And they try to undo it with having more sophisticated, let's say, products that
are actually higher priced or much higher priced, et cetera. That's one way to undo that situation.

(00:38:32):

So it's really a trade-off between getting more customers and making money at the same time. That's the
whole point of the book, market share and wallet share, and how do you dominate both. So if they're
being thoughtful about both and have a vision to not just grow market share, but also have a clear
strategy to land and expand and increase wallet share, those strategies might pan out for those types of
companies. If you just threw out a $20 product hoping to just accelerate your market share, you're in
trouble.



AR ERIE:

BEN. MRMRHERTERNNE, MMIGEFFHFFSA 20 %7, EECHEERNIL, BILAELEQAFESR
AT, REEREEIHEHEE SR, MRESEESEZSHTmIHLEE,

(00:38:32):

FIUXENETE “RENEZEF” M “BENERE ZEERE, XMEH0%0: THnFMeami, Uk
AR ERHE, MRMWITRBAE, MUAEKTHHTNRSR, THEBWB “BlEHT K URIEME
BMHTRIRES, PBAXLERTAEZEY. BORMFIRAZBME— 20 X~ m, FHETINERRETHHD
B, BBARFLRRT o

[00:38:59] Lenny Rachitsky
English:

Okay. This is a great segue to this two-by-two, which goes much deeper into this. So it's easy to be like,
"Here's what you shouldn't do." Here's your advice on what to actually do. So I'm going to pull up on my
screen this two-by-two that you have in your book. So if you're watching YouTube, you'll be able to see it.

(00:39:13):

So talk about this. This is essentially how to figure out the best possible pricing model and where you
have the most power.

AR ERIE:

4%, XIEFSIHTRIMURRER, EXNXNEAFEEERNRN. R “FZEAA" BRES, NEKREERE
W ZMAA” . REERE DAL BENXNER. MRIRTEE YouTube, FEEERIE,

(00:39:13):

XML, XEA ERXTIAREIREENRE, ULREREAERRBIN.

[00:39:20] Madhavan Ramanujam
English:

So when you talk about Al companies and monetization models, we get asked this question. "Should | be
usage-based? Should | be outcome? Should | be a copilot mode? Or how do | actually think about my
pricing model?" So we came up with this framework, which is a relatively simple, straightforward

framework, but very powerful.
(00:39:39):

So there are two axes here. One is attribution, and the other one is autonomy. And when you have high
attribution and high autonomy, that is when you have high pricing power, and we'll come back to that in
a bit, right?

(00:39:51):

So let's take the first bottom-left quadrant. That is the quadrant where your attribution is low and your
autonomy is low. In that situation, the best pricing archetype that actually fits is it is actually a seed-
based or a subscription model because there's not much to do about it because you're not being able to
attribute a lot of value to what you bring, but you're in a copilot mode and you're not in an autonomous
mode, so a seed-based pricing would actually make sense.



(00:40:18):

But if you're at that quadrant, the immediate thing to think about is, how do you actually build more
attribution and move to the right so that you actually get more pricing power? So if you think about the
bottom-right quadrant, those are companies that have actually done that. They can prove more
attribution to what they actually bring to the table, but they are still not in a fully autonomous mode, as
in there is still humans in the loop.

(00:40:43):

If you take Cursor, for instance, it definitely improves productivity, can actually bring down the time to
actually do code, the attribution is clear, but it's still in a copilot mode. In those kind of situations, a
hybrid pricing model is the best option where you still have a seed-based model for the copilot kind of
use case, but you also layer in a consumption model which actually says there are a certain number of Al
credits or tokens that can layer in the usage aspects. So if you use more and more, then you're actually

paying more on consumption. So it's a hybrid model that actually works there.
(00:41:18):

If you look at the top-left quadrant, those are products that are very autonomous but are not strong on
attribution. So these tend to be mostly backend or infrastructure kind of products that are core critical to
run businesses, can be autonomous, but they're not directly impacting the KPIs that businesses are
tracking, and hence cannot prove attribution very effectively. So in that situation, you need to be on a
pay-for-what-you-consume and a usage-based model. A seed-based model would not make sense
because it's autonomous. There's no human in the loop. But that's why you're also in a usage-based
model, saying the more you use it, the more you're actually charged. And usage becomes a proxy for the

value that you bring to the table.
(00:42:07):

The quadrant that you really want to be in is the golden quadrant, which is the top-right one. That's the
outcome-based pricing model where you have great autonomy and great attribution. And here is where |
think Al can be really magical. So this means you're not only charging for work delivered, but you're
charging for work delivered that was delivered by Al without no humans in the loop. So that becomes

more of an outcome-based model situation.
(00:42:35):

So a classic example here is Intercom for Fin. What they actually do is they charge based on an Al
resolution. So if an Al is able to resolve the ticket completely independently without a human in the loop,
then they charge for it. If a human intervention is needed, they don't charge for it. So they're more on an
outcome-based model. Or companies like Charge Flow would charge up to 25% on a charge bag that
they're able to actually recover, because these are core savings that you actually bring to the table based
on your Al. It is highly attributable, highly autonomous so you can start moving towards an outcome-
based pricing model.

(00:43:14):

If you look at the state of where Al is today, as of the day of recording this podcast, now, the most popular
model is right now a hybrid pricing model. So because this is also expected, because the previous SaaS
playbook was usually on the seat-based model, but they've all now moved on to at least a hybrid to
actually incorporate Al credits and usage, et cetera, about 5% of companies are probably in a true
outcome-based pricing model as of today. But those companies, some of the best ones are able to
recover 25 to 50% of the value that they actually bring to the table.

(00:43:54):



In the classic Saas situation, we used to say if you can charge 10 to 20% of the value, that's actually great.
But in Al, you can actually charge 25 to 50% because it is autonomous, you're doing it with the Al. There's
no humans in the loop. You are creating incremental value to the business metrics. You are producing
hard-cost savings. There's opportunity costs. You can justify all of that. It's attributable. So you can
actually take 25 to 50% of what you bring to the table.

(00:44:22):

In a lot of benchmarks and studies that actually show, and this is also my belief, that in the next three
years that 5% number will move to 25%. So what this really means is if you want to win in Al, figure out a
way to get to that quadrant because that's a magic quadrant. If you can truly price based on outcomes,
you've achieved and unlock tremendous value.

AR ERIE:

HENKIE Al RBMBIRERY, BRAE: “HELAEWED? BRERKETED? £2RI5% (Copilot) 18
? HZMABETEMER? ” FREHNNRETXMER, SENERERE, BIFEREKN,

(00:39:39):

XEER I M —N2E AR (Attribution), 5—NE “BEME" (Autonomy). HIMAERIAENESEE
MBS, (RFAE T IREBIENTN.

(00:39:51):

KREETAZR: ®RAF. REXMH. AXMBERT, REGHWENRER “EA" (Seat-based) HITHIE
o ANREEFRZSMERR TR~ m, MAEMRLTFRISHEER, FEEEET, FMMUREMKRERSE
A9

(00:40:18):

BNRMFEXIRIR, (MEEAEZENE: NARLERNIARENHAEBR, LIREESZENN? 5T
KM AFMHETX—=: MEEIEAEZWNEARNE, BNFAETLBEN, B “AZEEEH” (Humanin
the loop)o
(00:40:43):

BA Cursor Affl, EWMTIRE TEFH, 4RE7T wiSEE, FEREEH, EENIEAEREREN. EXMERT,
SRAEMRE” (Hybrid pricing model) B&EERER: (MREBFEUNERSE, FANSM— THFERE”
(40 Al FR738K Token) . AFHZ, HFHEZ.

(00:41:18):

ELARR: s8E%. KR, XLEEEREHFEMIZHELE™ R, MUSETEXEE, AIUEFIET,
BREEFmMSFIEERN KPI, ELtEUEMIERIETRE, EXMERT, MNIZXA “KREME" (Pay-for-
what-you-consume) 3 “}RFA2it#” (Usage-based) 1R, IZEMEENX, RAEKEAELRRH ., BER
T RERRRMMEN AR,

(00:42:07):

REERH#HNNRAE LAN “BERR” | SEXHE. 8AE. R “BTFERNENRE” . XZAIKIE
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(00:42:35):

HAEYF]FZ Intercom BY Fine fITARIE “Al BRZEK" Wk IR AIJRIARRT T8, MfIsReE; MRFE
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(00:43:14):



BE1 Al NIRR, REBRABRRAREENEE, XRIERE, RNZAIH Saas BIABIKEMUR, WEARE
FERREGEIEE, BRIREY 5% WAGLTREENETERNENRE R, EXEQTFRIARGFH, &
BEHRIRE GIS M ERY 25% ZEl 50%.

(00:43:54):

TE1%4e SaasS BHX, BEUREIMN{ERY 10% Zl 20% FLBERZET . B7E Al B3R, {RRILAL 25% 2 50%, EAER
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(00:44:22):

WEMRMEHEZERAE, RKKR=F, 3B 5% BILLHPFIEME] 25%, XERENRIRETE Al JUIREE, FL1F
BIEHANB IR, WRIFEEERETEREN, RAEH T EXNNE,

[00:44:49] Lenny Rachitsky
English:

Wow. Okay. I'm just going to pause again. This is amazing. Madhavan, thank you so much for it. | love,
again, that you just spent years, decades studying this stuff, come here, tell us all the answers of what we
should be doing. This is incredible.

(00:45:01):

Let me ask you this. By the way, for folks not watching on YouTube, the companies you have in the golden
quadrant, outcome-based pricing, Sierra, Fin, and Chargeflow. We've got the founder of Sierra and Fin
coming on the podcast soon, so we'll talk about all this with those guys.

FRCERIR:

I, §F, HIFEFEWM—TF. XKXKEF T, Madhavan, FFERE. HEREW, RETHTERARXERA, RS
REXBEZEIFRATER. XXFARINT,

(00:45:01):

IRfER—T, ¥F&F YouTube IR, MREEERIR (BFLEREN) BIIEHMNAFTE Sierra. Fin
Chargeflow, Sierra # Fin BYEIIa ARIRBSRME, BIBHMEZR( TS TENINXLE,

[00:45:16] Madhavan Ramanujam
English:

Awesome.

R EIE:

KiET o

[00:45:18] Lenny Rachitsky
English:

So is the way to use this two-by-two figuring out your model? Is it like, "Okay, I'm like Cursor. I'm going to
go in this quadrant,” oris it, "How do | get to outcome-based no matter what? That's where | need to be"?

FROCERIR:



Ba, EAXMERREMANGERSTHER CHRIID? bl “4FI8, K& Cursor, MEFTXIKRIR” , B
B “TIRNARMLERNEHNETERNRE, BABER" ?

[00:45:32] Madhavan Ramanujam
English:

Yeah, so that a great question. The first one is to actually figure out what is your right archetype based on
where you are today. | think that is most important. If you try to rush into an outcome-based pricing
model but cannot prove attribution, you will fail. So it is really coming up with what is the right archetype
based on what I'm doing today, but also use this two-by-two to say, "How do | paint a vision to actually
get to outcome based? And can | get close to that? Or can | be purely an outcome-based model? How do |
evolve into that?"

(00:46:05):

What that would mean is, how do | build functionality in the products to actually show attribution, how
do | build more agentic workforces to take the human out of the loop and be more autonomous, and
being thoughtful about your vision and strategy so that you will orient yourself towards more outcome-
based pricing models. So when you think about increasing attribution, that means, first of all,
understanding what are the KPIs of your customers. How do they track their business performance? Can
you impact it? Can you productize things in your product that showcase that you are actually affecting
those KPlIs in a positive manner? Can you build dashboards to show value attribution? Can you do those
value audits that we talked about on an ongoing basis to actually show that you're bringing a lot of value
to the table and is attributable to you? So how do you create these kind of attribution mechanisms
become important and also autonomous based on building more agentic workforces that can actually be
on an autonomous mold?

(00:47:04):

So pick the right archetype and plan to get to as close as you can to the outcome-based pricing model.
That's how | would use the two-by-two. And you actually kind of see this happening with certain
industries, right? If you think about coding as a overall category... Like back in the day with GitHub,
everyone, they started with a seed-based model. They've now moved to the hybrid-based pricing model
with Cursors and everyone else, but the natural move would be more towards a outcome-based pricing
model where a Al agent can probably code everything at the same time, debug it, and you're kind of
almost hiring a Al developer or Al QA person. And that actually becomes more closer to a outcome-based
model because it's attributable and autonomous. So that is picking the right archetype and then figuring

out your pathway is the key way to interpret this two-by-two.
R EIE:

A3, F—PRRIBMIIHEERNRE, XKREE. NRMELFERIEIRNER T RITENERTES
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(00:46:05):

XEHE. RNEEFRPRZERTAENINEE? HNAAZERNIEENNZGEH (Agentic workforces)
KBDALTFHHREEENE? REERBREMHIBRNRE, EECRAETERNENRE EH. B3
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(00:47:04):



FRUL, ERIERIRE, HitXIRAEEETERNENEEEH. XMEBEAXTEENSGZE. MEFIRE
LATWIFEREXMETW, LEINRIZTUE: GitHub BRMUEIRFEAINEE; Cursor BIERL T RGIRIN; MBEAR
BHREETERNRA —A REAILRER TR REEMIER, MMESERE— AIFAAS QA, XK
NEEAEREEE, MERLETERVRE,

[00:47:56] Lenny Rachitsky

English:

This explains why everyone's pulling agents. That's where the money's at, what you're telling us here.
FRCEIE:

XERRE T N ARREEMAIE (Agents)o IFRXA—UL, A EMHREAIMT,

[00:48:00] Madhavan Ramanujam

English:

Yeah. It's going to be the age of The Matrix. Too many agents.

R EE:

=R, BNEEN (BEFHE) HAT, FIREHZEAIE (Agent Smith).

[00:48:04] Lenny Rachitsky
English:

Agent Smiths everywhere. They didn't turn out too great. So what I'm hearing is if | were Canva... So
Canva here in your model is bottom right. They're in a hybrid pricing model. They have a base fee and
consumption fee. What you would do if you were helping Canva is what can you build that creates more
autonomy, an autonomous version of Canva? And it's not like you need to do this. It's just you have more
pricing power if you figure something out there.

FRCERIR:

FAMEEEZHNE, MINERIAKE. FRURIAZINE, MRKRZ Canva----FEFHEEE Canva 5
TH, XBAREEN (BZEHHAESE). NRIFEERS Canva, FEBNMIMEER BT/, thil—1
“BERR Canva” ? HAZBRUIXAM, MEIMRIFEME], MHMSEERIE N

[00:48:31] Madhavan Ramanujam
English:

Exactly. And a good case for that is the Fin product from Intercom. Because traditionally, all of those kind
of companies used to price based on an agent basis. How many customer service agents are actually
using the product? It used to be seed based, but they built out Fin, which is a completely Al resolution for
those kind of support tickets. And then that actually enables them to move to the outcome-based pricing
model quadrant.

AR ERIE:



%o Intercom B Fin =@mMB— MRIFHERM, FRLE, XERNTDBERRERLFEWEN, BFREMUE
fito BIFRT Fin, XZ—1MTE2H Al FBRZIF TR~ m, XEMIEBEN “BEFEREN” IR
PRo

[00:48:56] Lenny Rachitsky
English:

Amazing. So say you're an Al founder today. You're thinking about your pricing strategy, your
monetization strategy long term. Your advice is work with design partners, create these POCs where you
work on this ROl model with them to ideally find some outcome-based pricing strategy. Is that a good

way to summarize it? What would you add to that?
FRCERIE:

KiET . FILUNRFMEZ—D Al QIIAA, EREKINENM LR, FNRINE: SRITEEAHS
8, @i POC Sthfi14tEHiE ROIRE, AR THREIREMETERNENREE. XFLSEWT? REEHT
L EANFERIG?

[00:49:17] Madhavan Ramanujam
English:

Yes. | mean, at least be able to contextualize the business case. Even if you're not moving to an outcome-
based pricing model, be clear on the outcome that you're actually creating for your customers through
that business case, which actually will enable you to charge a fair price in exchange for that outcome. And
if your customers agree with the business case, then you can actually take a portion of that.

FRCERIR:

2. ZNERE, ELERNISEAREER, BMEMRTTERBETERNENRE, LEEIISE
BIRAHRIR AR P ENER “ER" o XEELLIRATBIERBIMATHNS. MREFFINAIX NSRS, (REL
A LAMAR 3 1E—1F 5,

[00:49:43] Lenny Rachitsky
English:

Fin, actually, they're a new sponsor of the podcast, and | learned... | didn't know this. It costs 99 cents for
every support ticket they solve [inaudible 00:49:51].

FRCERIR:
Fin ESLRABZAUEABNE, HTHRE- - LEiHRAE, MiREKIFIRENERRZ 99 X7,

[00:49:51] Madhavan Ramanujam
English:

Through Al.

FRZERIE:

Eid Al iR,



[00:49:52] Lenny Rachitsky
English:

Through Al

A EIE:

@ Alo

[00:49:53] Madhavan Ramanujam

English:

Exactly. If it needs a human intervention, then they don't charge for it.
R EiE:

Ao MMRF|EALTFI, MIImAULEE.

[00:49:56] Lenny Rachitsky
English:

Yeah. And it's just like, what? That's such a simple story. Your agent costs 20 bucks. This thing costs 99
cents

FROCERIR:
B, XMEKRERRT T MBEARREREARS, MXNRE 9 X5,

[00:50:03] Madhavan Ramanujam

English:

Yeah. That is two chapters in one beautifully simple pricing and an outcome-based pricing model.
R EIE:

W, I EAFEZTHRERNS: “REEN” M “BFERNENMERE

[00:50:09] Lenny Rachitsky
English:

And interestingly, they were the most hated pricing model initially. | did a survey on Twitter ones, like,
"What products do you pay the most for?" and it was always Intercom. And everyone hated their pricing,
and they found a solution.

AR ERIE:

BBNE, tISRVNENREERBARN, BT Twitter LEIAZE: “RAML~RANEREZ? 7 &
FEZ Intercoms AKENRMNIBEN, EIMEMITIETHRGZ,

[00:50:21] Madhavan Ramanujam



English:

| think they found a great solution.
FEiE:
BAAMATHIIE T —MREN S =,

[00:50:23] Lenny Rachitsky
English:

Okay. So is there anything else along these lines that you think companies, especially Al companies,
should be thinking when they're thinking about pricing that you'd want to share before we move on to
other stuff?

FROCERIR:
%o EHANHMIEEZE, XTFTEMN, (RREF/AE (LHZAIAF) BT ATEZEHNG?

[00:50:34] Madhavan Ramanujam
English:

| think we've covered most of the topics. Like we said, it's being thoughtful about POCs, choosing the
right pricing archetype or the pricing models. Those things become very critical in the early stages. But
when you start scaling and, let's say, you become a multi-product company, then you need to start
focusing on, "What kind of packaging strategy should | have? Is it a platform plus add-ons? Should | have
versions of the products like good, better, best? Should | tackle different use cases because now my Al can
solve an insurance use case and a healthcare use case? Should | productize to different use cases? Is that
my packaging strategy? Or should | keep it completely modularized for people to pick and choose?"

(00:51:17):

So these kind of questions become more critical, and that's why the chapter on blowing up your
packaging from your early days and coming up with your packaging strategy for your scale-up phase
become very critical. So | think that's the next thing that founders would be hit with, as in when they
build multiple products, they need to think about the whole packaging, cross-selling, up-selling motion.

FRCERIR:

FEBRNELRET RSO ER, EWFER, FHXBETRIAEPOC, EEERIENRE, EH{RHASR
MR, LU —REF AR, REEXE: “RERATAFNITEEER (Packaging strategy) ? &
Fa+HES? B2 . BiF. & BREXD? RESKIZHNAEAEG (WNRK. Efr) #177mk? &
ERETEERLILER BiE? ”

(00:51:17):

LA BEEREXE XMBATABPXT TREHITEA” ANNRLMERFIEIT2RENE
TEBEE, HWIANXZBRAETRIEZIAE: HMWIBES T RiY, FEEEREANITE. XXH
ENm LEERR.

[00:51:37] Lenny Rachitsky

English:



This touches on something | was about to ask, which is a change in your pricing strategy. How often isit a
success to change the way you price? | know we're talking about you need to get it right from the
beginning if you're an Al company. In your experience, how often... What does it take to successfully shift
the way you price down the road if people are listening to this and are like, "Shit, we already have this
pricing strategy"?

FROCERIR:

XARK T HIEREREE: R ENRE. HNBENARNMINEESS? HAMER(N—EER Al REFEM
—FIaTH . RIBIRIIZLE, WRBARTXATEOE BT, BHINELBEENKRET” , BAUEML
REFEASTAFRMN? MRNZEEHN?

[00:52:00] Madhavan Ramanujam
English:

Back in the day, we used to say that you should revisit your pricing strategy, overall pricing model, how
much you're charging at least once in two years. With Al, that's probably reduced in half because of the
scale with which and the speed with which companies are built and competing.

(00:52:16):

So | would say that it is an ongoing journey. It is not like you just solve it in day one, fill it, and forget it.
You have to be thoughtful from day one, but also be ready to pivot, iterate, and you're going to learn
along your journey. So the whole point is to think about pricing as also a test-and-learn opportunity in
your early days.

(00:52:38):

And there are things that you would change more often, and there are things that you probably don't
want to change too often. Things like pricing model, unless you really changed your attribution

autonomy, there is no need to shift your pricing model. Stay within that archetype. Don't confuse things.
(00:52:54):

But there are things like price points. Should | increase my price because it's been six months a year?
Yeah, you should. Because in a year there's probably prices go up three to 5% for everything that you
consume. But how can you actually increase your prices and be thoughtful about it? So that entire
chapter on how to do price increases smartly become very important in the scale-up phase.

(00:53:16):

| think Warren Buffett summarized this really well. He said the true definition of a company is a pricing
power. And if you have a prayer session for doing a 10% price increase, you have a terrible business. So
you have to be able to increase prices over a bit of time. But how do you do it strategically that does not
affect too much churn, but you're also able to pass on the increase as a value exchange, those things
become critical.

AR ERIE:

i ain, (RZEDSREEMEA—RENRE. ENREMNEKT. XT A, BFARRILME
FHURE, X AHRIEERY .

(00:52:16):

FRUFRRIR, XR—MFEMNEE, FRF—RBRTM—F K& MMEFEMF—REMREAE, EHEE
BIFHRENIEN. ROBRBENMARHY MX5FS” =,



(00:52:38):

BERAMRIEEN, BENREMELR, bl EMER" , BRIFENERMBEEELXETIREAZK, &
WL, BEBPMNREE, FEULEFAER.

(00:52:54):

B “Hiex” (Price points) ERIAEIEY, MBI T —F, HKNIB? 289, Wix. HNEKEFRR, &
MK, BIFREEEAKN? BPXTF “WRISWIHKN" NEDEIRUNRIFEER,

(00:53:16):

Afe - BIRRERRY: —RQBMEEEXNZER BN o MR TIKN 10% EBZF M AHEZR, A
RBVALSSERIRAERR. (RSTREEREE Y EIERIRE N8, (BMMAIMARIMIRNE, BASERERK, XEERKK
MER—MMETRIZRAEF, X4 2XE,

[00:53:39] Lenny Rachitsky
English:

Awesome. Zooming out a little bit, something that | love about your book is you structured it around
these axioms. You have a bunch of these really clever axioms that get stuck in your head and help you
think about pricing. Can you share some of your favorites, maybe two or three referred axioms from the
book?

AR ERIE:

KET, HHMBRLFRE, RIFFERMBAN—R: FEXE—L “QIE” (Axioms) KBEEBAR. FERZ
FHEANLQE, ENERRNEREE, BPBREEN. FESE/LMIRERG?

[00:53:55] Madhavan Ramanujam
English:

You talked about Sierra being in your park founders. | don't know if that's Clay, but here's a shout-out for
Clay. So Clay actually read the entire book and gave me feedback, Scaling Innovation, the similar copy
that he actually had. | called it Scaling Innovation Axioms throughout the book. And the whole point of
the axioms was that at the end of the day, if you can just take all the axioms, put it in a printout next to
your desk is the summary of the book. And it's like PT statements that you'll just remember what to do.

(00:54:26):

So he came up with this idea that, "Hey, rather than calling them just generic scaling innovation axioms,
you need to brand each and every axiom." And | thought that was a brilliant idea. So | went about coming
up with a unique... He even contributed to some of the names. We came up with some unique names for

each axiom.
(00:54:45):

And here's the other fun fact. Probably I'm geeking out too much. But when | counted the number of
axioms, there were 42 axioms. And | didn't try to make this up. And if you're a Hitchhiker's fan, then you
know that's the answer to everything.

(00:54:58):

But jokes apart, let me unpack a few axioms. One of my first favorite axioms, what | call is the 20-80
axiom. Especially in tech companies, 20% of what you build drives 80% of the willingness to pay. But the



irony is that the 20% is the easiest thing to build often. So what founders do is they take this 20%, build it,
put it out in the market almost for free, and then they're chasing their tails to build 80% stuff that's only
driving 20% willingness to pay. So if you have not been thoughtful about that, you've given the farm away
unintentionally.

(00:55:37):

So truly understanding what drives willingness to pay in your product is critical. And | think people call it
the MVP. | think we should change the definition of MVP. It shouldn't be minimum viable product, it
should be the most valuable product. And be thoughtful about what are you actually giving out as your
early products | think is key. That's the 20-80 axiom.

(00:55:58):

Probably my second one is the price paralysis axioms. So what that means is your reluctance to do a price
increase is often internal and emotional and it's not external and logical. This goes back to the same
prayer session to actually do a price increase. If you're holding hands, you have a terrible business. So it's
mostly internal and emotional, and how do you be thoughtful about price increases become important.

(00:56:29):

Probably my third favorite one is stopping churn before it happens, so stopping churn axiom. So to stop
churn, you need to attract customers who won't leave. That sounds counterintuitive, but that's the best
way to actually stop churn. What does this actually mean? Most companies will try to stop churn when
someone actually says, "l want to go." It is too late, and you're being reactive. At the most, you'll throw
some offers. They will stay for another six months, and they will leave. They've already made that

determination.
(00:56:59):

The way to stop churn is to start acquiring customers who won't leave. And that is the most important
thing. So if you look back at your data and say, "Who are the types of customers who actually tend to stay
longer? What are their characteristics? How can | focus my acquisition dollars in getting more of those?"
then you stop churn before it happens. And that's the key.

AR ERIE:

{R4E%) Sierra BYBIIAAN, BAEHBE Clay, EXEM Clay B#. Clay IRTEBABHELETHRIR, HEXRETHH
MENTN “FEUEIFHRE” . XEREBNEXET, NRMEEIHTENHRWTERE, BRI BEBIIEE

+
/%\2]3 o

(00:54:26):

T

Clay #iF: 9%, SHUE(NTBANAE, FLEs— MR AEHE N REE.” &
UHEAS T AERETIENRT, tEERERE T L&

LIIXB TN RAMER. Fi

\5

(00:54:45):

BE—NBE, HET—T, WEFE 42121, BAEWER, BUNRE (RAREIHERM) BIMLZ, TR
& 42 BRYINAERESR.

(00:54:58):

SHE®E, HIFRENLANRE, F—1HRENRHE “20-80 »IF” 1B ERERE, RWENIIEER, 20%
HER 2 IREh T 80% KU EERE. BINRINE, BB 20% FERRBSZWEN., Sl AEMNER: 81X 20% 4

R, TLRRBEMMETS, AEHHENRE T 800% B RIREH 200 I BEBNEE. MEIEEHER
X—&, (RHEED WRFE To

(00:55:37):



Frl, BEIEEFTRPTARKHERERENXBEXREE, AMIEIR MVP (R/N\AI1T77=m) , FEFNIZY
“BEMNMEFR” (Most Valuable Product) .

(00:55:58):

FIPR “NMERERELRIE” (Price paralysis axiom) . XEKE(RIHKNHTIEESATMBRLE, MFE
HMERFNIZAE LMY, XX EIEITHN “KNFHSRT o MRIBREKS, HEAMRALSERM, KNBEHKZ
RERERIEE,

(00:56:29):

BENE EARKEMBELERRIRE . BRIEAKX, (REERSIPLE “FBF HEF. XITERER
RER, BARKREFNGE, ASHAREEFR “REE" BAERE, BPBR®RT, MRABERDRN.

(00:56:59):

FRIERRNTGER: N—FFEmMRBIERZBEANER. BEMIHE, WMETFREEFRERK? w16
LHHE? WAEREMBERERNESXELT A £? XA RR AL ERIELEE.

[00:57:22] Lenny Rachitsky
English:

That's interesting. I'm surprised you didn't say what was my favorite, which is... | think it's like, "If you
land, make sure to expand."

FRSCERIF:
BEB, BRIHHELRIIEZSEMRHED, FEE “NMRMREHT, BERET K

[00:57:28] Madhavan Ramanujam
English:

Yeah.

FRCERIE:

=0

[00:57:29] Lenny Rachitsky
English:

That one really stuck with me.

R EE:

BN AEIERENRIEFERZ

[00:57:29] Madhavan Ramanujam
English:
That's a good one, too.

RSz ERIE:



BHEENMFAE,

[00:57:29] Lenny Rachitsky
English:

Maybe talk about that one. Yeah.
R EE:

WIFRT LAHHEB

[00:57:32] Madhavan Ramanujam
English:

Sure. | mean, so if you land, you need to also make sure you're expanding, in the sense that if you give the
farm away in your entry-level product, you don't have much to actually monetize later. So being
thoughtful about what is the fence between your land product. Is it a free experience? What is the getting?
And the getting is typically based on are you getting based on features? Are you also getting on usage?
And how do you be thoughtful about that? So you leave stuff for the expansion.

FRCERIR:

YR WMRIRERT, MBTHREET Ko MRMENIRTmEMIEFIBEFRBES T HE, RUEMERMT
ARZHB T, FRAERRBRUE “BEftrm” MELE~mZEINSFRIR (Fence), RINEEMRT? X2RAEMH?
REBEBENESY KEH=E,

[00:58:02] Lenny Rachitsky
English:

Okay. So zooming out even further, to kind of wrap up, what would you say is the biggest lesson you want
founders to take away that they think they understand but they probably don't?

FRCERIR:
o BH—FTRE—T, RANEIBARSECE T EXMF EATRARENEABIIZTA?

[00:58:14] Madhavan Ramanujam
English:

Yeah, | think this comes back to what you started with. | think intuitively people get it that they need to
think about market share and wallet share if they're growing. And even if you ask them, they'll say like,
"Yeah, yeah, I'm thinking about wallet share," but have they really thought about it equally and paid
equal attention? Have they postponed one of them? Are they operating in a single-engine strategy
consciously or subconsciously? | think that's the key takeaway | have.

(00:58:40):

So the contrarian take is not to put equal effort on both the engines at the same time. In certain stages of
your company, you might need to be more market share dominating. In certain stages you might need to
be wallet share dominating. It's not equal effort, but it's equal attention and really developing that



mindset of being a true profitable growth architect. And that is the main takeaway that | have for people.

And if you are not in that mindset already, there's a book for you.
R EIE:

FEXN[EE T HNFENIESR. B L, AMBREKNEZETHHMMBEMHE. MRIRRMBIT, ()
= B, FEZEREMNT. EMENS T TRFNXED? MIRSHET P17 t1E2EE
FIRNERIRHNITER 5| ERARAT?

(00:58:40):

BB ‘RER” MRE: FREER—NEERNSIZLRNEEN B . ARENER, (RARFEEXF
TN, TR —EME, (RARFTEXSHREMNT. XTEENDENRE, MeE “XEE” NE#E, 2H
EEITE “BAMERKERT 908, XMEHRBEENZOER. ORMFELEXMOS, XEBHREN
fRAEER,

[00:59:12] Lenny Rachitsky
English:

I'll point them to it. So just so folks know what to do when they're like, "Okay, | need to focus on wallet
share more," is the main focus figure out a pricing model that aligns well with pricing power, what's in the
bucket of work to do to invest more in wallet-share thinking?

FRCERIR:

HEMAKEEFN, Ba, SAMNFIRE “WE, RFBESXIREHH B, TEIERHRE—T5EMN
PARLECRIEMERIG? AT EREHMEBL LRANES, BEEMMLETE?

[00:59:28] Madhavan Ramanujam
English:

So it's actually all of those. Market share, wallet share, acquisition, monetization, retention are all kind of
correlated. You can't think about them in isolation. So | wouldn't say only for wallet share what do you
need to do. If you want to grow on both the market share and wallet share... Let's say, for instance, you
need to have the right land-and-expand strategy. The land helps you with acquisition. The expansion
helps you with wallet share.

(00:59:54):

If you have a pricing model, then you need to have a pricing model that lets you acquire faster because
it's intuitive, but it should also help you recover value, which is like your monetization. And if people
understand your pricing model, they're actually going to stay. So it's all sort of goes hand in hand. So |
wouldn't isolate thinking one way or the other. That's why the nine strategies actually are very powerful.
Because if you follow those strategies, you are not going to fall into the single-engine strap. These are
tried and tested strategies of how to build businesses in such a way that you're being thoughtful and
paying equal attention to both market share and wallet share.

FROCENIR:

KRR ERFIERXLE, mpnEi. hBHnH. KE. TR, BF, SlHIEXN, TEMLEEZ, HFSRI
HWHBOMEBMA 4. MRIFBERSEEERK, LRFEERN “ERHT K RIE: EHAEBTIR
%, IikEBhTFaRenii.

(00:59:54):



MRIFE—NENRE, ENZEEREILIFENEMMIRERS, XEREREIWNE BNZEMR). WMRANIREIR
MENMRE, MITMIE TR, FrUAXEEERMEMET. XMEBANTABAMRBIFEREKR, FENNRME
BEN, MRARIEANRSIERMH, XEREIIIERRE, BIRMEMELS, NMAHHn M kaefh
LT EFNXR T,

[01:00:34] Lenny Rachitsky
English:

All right. That is a very reasonable answer. Madhavan, is there anything else you wanted to share or leave

listeners with before we get to a very exciting lightning round?
R EIE:

78, XR—1MEESENEZE, Madhavan, EHASAMERNBICRRIZA, MEEHABDZHELN
REYIG?

[01:00:41] Madhavan Ramanujam
English:

Read the two books in sequence, Monetizing Innovation and Scaling Innovation. Because it's one thing to
build a great product, it's yet another thing to build a great business. You cannot build a great business
with a not-so-great product, and you cannot do it the other way around either. So | think it's thinking
about pricing early, especially for Al companies, being thoughtful about it, price before product, and then
thinking about how to actually scale, developing a profitable growth mindset. All of these things become
critical. And I'm looking forward to the feedback from the audience.

FRCERIR:

RIRFRX A (EHHelH) M (MELLIE. RNTEFTmE—R%E, TSRS —ME,
MARERTEHNTRITEHEANLS, RZTA L, BEREBZEN (LEHR A QF), #E “ENET
m > ARBEMAEMEL, BEREAIHERNOS, XEREXEE, FPFRRBIRIT.

[01:01:16] Lenny Rachitsky
English:

| feel like your books are in the staple of founder reading. There's all these things you just don't know
what you're doing. And there's a few of these books that are like, "Okay, here's all this advice that'll
answer so many questions and save you so much heartache." And so I'm really excited you're adding
something to that bookshelf. With that, we've reached our very exciting lightning round. Are you ready?

FROCENIR:

HRESMIBILIBANLRBE. IHERSEMBRETNEZEAM, MBEBALEBZHFIFMR: “4F
7, XERNEERIEFMIRZMEEA, HILIRDERSER.” HRESBMRNAMNBEREFRTHMZ. BA, &K
NIRRT 713?

[01:01:16] Madhavan Ramanujam

English:



Okay. Let's go.
FRERIE:
4, FHiamE,

[01:01:36] Lenny Rachitsky

English:

Let's go. What are two or three books that you find yourself recommending most to other people?
R EE:

EifS. MRBEEAEFNR=ABEHA?

[01:01:41] Madhavan Ramanujam
English:

The first one that comes to mind is Business Model Canvas by Alex Osterwalder. It's a classic and one of
my favorite books. | recommend a lot of people to read that because | think it nicely ties a lot of what we

are also seeing from a more strategic business model angle.
(01:01:57):

I like this book, Thinking Fast, Thinking Slow. | think that's also a classic because, again, there's always a
human element to things. And understanding the customer psychology is important whether you're in
B2C or in B2B. Because if you're in a B2B situation, it's humans having a human conversation. So it's as
much behavioral as it's actually numbers. So | love that book, and there's a lot of nuggets in there, so |

recommend a lot.
(01:02:20):

And probably the third one that | recommend is a book called Contagious by Jonah Berger. | love that. He
was in the PhD program at Stanford in marketing, and he actually wrote this book on how to make
messages viral. And he's actually seen the best viral messages and boiled it down to a framework. And if
you follow that, then you can make those messages viral. And I've tried to use some of those in my own

outreaches and things of that nature, so | think it's a fantastic read.
R EIE:

FHE LTI Z Alex Osterwalder B9 (RN EfR)Y (Business Model Canvas), X@—4AKZH, HWEHKE

EMWBZ—, BHEFEREZAE, AATCMEEEIERNAERIFERET HIFFERIMEZ R,

(01:01:57):

KER (BE, ®R518) (Thinking Fast, Thinking Slow), X228, RANESEARNEE, TiL1E B2C
T2 B2B, R OEHEREERE, £ B2BiHEH, HRASATEME, FALXBEEHFRE, WEITHFN

o
(01:02:20):

BZATMFRZ Jonah Berger B9 (JK{%) (Contagious), HIEFFEE
BT XAPXFUNAILEERSAERE. MO TEREINESAES
REREPN—LLSZE, XE—AIEEZFNB.

XAEH, tEHEEEHEFNEL,
B

PN
HEERIER, RUEBCHE F2



[01:02:51] Lenny Rachitsky
English:

Wow. Got to check this out. | have not. | haven't even heard of it. All right. We're going to go viral because
we got the playbook.

FROCERIR:
I, HEEFER. FERRY, BEERAYRI. 7, BRINEBAXT, BABENZZTEIZ,

[01:02:57] Madhavan Ramanujam
English:

Contagious. That's the name of the book.
FRCEIE:

(MfE) (Contagious), BRAFLIX,

[01:02:58] Lenny Rachitsky

English:

Contagious. Okay. We'll link to that. Is there a recent movie or TV show you've really enjoyed?
R EE:

T8y, BRISM LR, REEHAMIEFEERMERHEATEG?

[01:03:04] Madhavan Ramanujam
English:

| guess a movie. Sure, let's pick a movie. Definitely enjoyed Mission Impossible, the final one, eighth in the
sequence. | think | find that a whole... | love those, the entire genre, one through eight. But what | kind of
like about it is my willingness to pay has constantly increased over a period of time. They could have
charged me whatever they wanted for the eighth movie. | would've probably gone and seen it, when |
wanted to. So | thought that's an interesting example of a durable brand where your monetization power
actually increase over a period of time. So | think | enjoyed the movie. It was great. Yeah.

(01:03:43):

Hey, by the way, | just realized MI stands for Monetizing Innovation and also Mission Impossible. Maybe
subconsciously that's why | liked it, too.

FROCENIR:

HEEREEFIE, HAFEER (BRHiK) (Mission Impossible) RIIMNEE—HER, MrESE/\&. HRERXTZRT!
HEE—EI/\&f. ERERCHRER: MEENENER, RN CHABREREREEM. 5/ BB
ZORBRABBEEET, HRFXR—THARENEBRG, (FOZRIMENEEIEHEMIERE, BER
%o

(01:03:43):



IR, IREH—T, EMEIRE MIBEARR (EHAEIF) (Monetizing Innovation) , &R (#EHIR)
(Mission Impossible) . tIFARIREXMWEHRERENREE.

[01:03:52] Lenny Rachitsky
English:

And you're the Tom Cruise character.
R EE:

MIFFE 78 « REHB AT,

[01:03:53] Madhavan Ramanujam
English:

Yeah, exactly.

FREiE:

MelE, REH.

[01:03:55] Lenny Rachitsky
English:

| love how you're the only person in the world that thinks of Mission Impossible through a monetization,
willingness-to-pay lens.

FROCERIR:
BAXENRT, REttR EE—TMMERNGEERAES (BRRIE) BA.

[01:04:00] Madhavan Ramanujam
English:

Exactly. | think there's too many of these dinner conversations also gravitate towards pricing and

monetization. | think it's become my life.
R EIE:
Hst. BEZRMMBBWIFERSEER T ENNEI. XBLEM T HRIEE,

[01:04:09] Lenny Rachitsky

English:

Oh, man. We need a version of this movie, like a Mission Possible of Madhavan.
R EE:

KB, HNFE—OXEBBRAMAS, bl (Madhavan BYEJEEIESS).



[01:04:14] Madhavan Ramanujam
English:

Sure.

FRCERIE:

R

[01:04:14] Lenny Rachitsky
English:

I'd pay anything for that. All right. Next question. Do you have a favorite product you've recently
discovered that you really love?

FRSCERIE:
BREEALMEEINE. F, T—NaE: RBEBEEREAMALIEEERH. OKIFH~m?

[01:04:22] Madhavan Ramanujam
English:

| would probably talk about two products. The first one is Delphi, the Digital Mind representation. There's
a Lennybot that you actually, | think, put out. | find that product fascinating, and | also love the founders,
Dara and Sam there. | truly believe that that is going to be the future for thought leadership and how
thoughts are consumed by consumers.

(01:04:46):

And I've used your Lennybot. | really enjoy it, like if | can co-create some thought leadership piece with
talking to you, but it's not you, your Al, and it's actually living and breathing your brain. How cool is that?
And | think that | really love the product category. There's a lot of different use cases, longevity, extension,
use cases, things of that nature. I'm excited about the product. | think it's been great. | plan to, taking
inspiration from you, plan to create a Delphi of myself-

(01:05:15):
... at some point.
FR3zEiE:

BRERE N Mm. B— 2 Delphi, ER “BiF B8 WEM. HEMRELBHIBA Lennybot FEEA EMEY.
ERBBIT=mIEERA, BUESERBENLIEA Dara #l Sam, HKEBEXKEBEME S (Thought
leadership) LUK E#EEEZEBIARIRR,

(01:04:46):

FAIIREY Lennybot, FEEER. FEFHAUMMRMIERLBLIE—LRBASHHAS, ERFZMEAN,
MR Al, EEAFEMIAR. XZEM! RIFEFERXTTREHN. EERSFANALN. RIFBL, &
WItRFER RN B 2 82— Delphi.

[01:05:15] Lenny Rachitsky

English:



Okay. | was going to ask.
FRERIE:
4, FIEARA]0E,

[01:05:16] Madhavan Ramanujam
English:

| think it should be the book maybe. I'll try to. That's the promise. Try to keep it ready. So | think if you
want to talk more about the book or things of that nature and talk pricing, you can talk to my Al, too,
right? | mean, | find the product fascinating.

(01:05:31):

The second one | would probably say that's been super useful in terms of just productivity is Granola. We
love that product. | think just the ability to take notes and during all the meetings and organize it and
being able to query things, et cetera. | think it's been a great product that we recently started trying and
we've been really liking it.

FhaERIE:
HERMFSETFTXAFRM. RSB ESTFN. PFRINRIREIEIXAFREEN, (REaT AL Al B,
(01:05:31):

BINAREF[AEESNHEBRERANE Granola, HAMRERIN=am. EEIWAEICEIZ. BEEIEU
REAEBHENIFELE, RITEEFRZR, FEER.

[01:05:51] Lenny Rachitsky
English:

Cool. That's been the most mentioned product recently. How cool is that? Love Granola. Get a year free of
Granola if you're a paid subscriber to my newsletter, lennysnewsletter.com. Click bundle, one year free for
not just you, your whole team. What an offer they offered. It's crazy.

(01:06:05):

On Delphi, what's interesting about LennyBot is it's not just my knowledge, it's every single podcast
guest's insights and lessons also fed into it. What an oracle of knowledge this thing's become. And it's
free at this point, completely free. Lennybot.com. No, | get nothing from it. It's just out there.

AR ERIE:

L, BREBEWIRIRSZWN™MH. XET, HtEW Granola, MREIREFKAET (lennysnewsletter.com)
TERITIRE, I RERIRIS—FH Granola, FMUER, EEMPIENH, XRERKIIET

(01:06:05):

KT Delphi, LennyBot BBRMATETERNEEHHAIR, ERANT B (URTEENLENE. EE
BT — M HIiR#E, BRIEET2%2EM, Lennybot.com. HAMAIRF], EMER) LEAKER.

[01:06:24] Lenny Rachitsky

English:



Okay, next question. Do you have a favorite life motto that you often come back to and find useful in work
orin life?

RS ERIE:
8%, T—Na@: fRESEAARSEMNALERS, ELEREFPLEERHTEER?

[01:06:32] Madhavan Ramanujam

English:

Create value in everything and anything that you touch. Everything else will follow. That's my life motto.
R EE:

FEIREMIVEREBEREIENE, Etti—IEIBZmK. IMEBRHAERS.

[01:06:40] Lenny Rachitsky
English:

That resonates deeply. Okay, last question. You recently moved into investing. So what's cool is it used to
be very expensive to work with at Simon-Kucher, | think it was called. Very expensive. A lot of big
company stuff. Now a lot of more founders have access to you because you're investing in startups. So
just talk about that. Talk about what you're doing these days.

FRCERIR:

KT ARORIS, ¥, BE—NAE: (MRERETRA. BORASET, UFIE Simon-Kucher Z1%
FEE, KSREBSALT. WEBSOBATEMINTT, BAMERANOAT. WIRME, TRE
IR

[01:07:00] Madhavan Ramanujam
English:

Sure. | mean, at Simon-Kucher, | got to work with over 250 companies. And my co-GP now, Josh Bloom,
he also had an opportunity to work with our 250 companies. So combined, we worked with our 500
companies, more than 50-plus unicorns. It was a great ride.

(01:07:16):

And often, we were actually working with them in much later stages when series D or pre-IPO, post-IPO,
private equity companies, et cetera. But the two of us actually now started a venture firm with an explicit
goal of working with early-stage Al founders. And it goes back to the topic that we started with. Al
companies needs to deal with monetization from day one. But for those kind of companies, fee-for-
service transaction model doesn't necessarily work. And that's also why we pivoted to venture.

(01:07:51):

So our business model is pretty standard right now. You get access in the cap table. We roll up our sleeves
and work with the founders in all things monetization. So we are invested in their success and we will
partake in the value creation. There's no fee for service, no friction on those kind of manners. But on the
flip side, we get to concentrate our efforts in fund one and probably 20 to 25 companies, and that's where
we will be spending our time.



FRZERIE:

o 7E Simon-Kucher Hii5], FEZ5BiT 250 RLE&1F. HEISIKA Josh Bloom B E 5 250 R E&
€, IMFERIKATIRSET 500 XA, 50 LHRMALE, BBE—EBHEANIKE.

(01:07:16):

ERNFEITEEEE D . IPO FIEHIMERNMESMITEE. MERNMNMARILT —RNIEAE, BHE
RS RH Al Bl AE1E. XXEIEITENFIBIER: Al AEIFEME—RERLIETI, BXFXER
7, FHRNZERSERAHTER. XEERIMNERXEHERE.

(01:07:51):

BN EWERIERIIE: FITDENRARZEM (Cap table) , REERMFETIASES B AFHBIEL.
BIMEETMNNKTY, HRENELE. ZEE8%E, &EEE. 3—F@E, RIIUEE—HEEHEH
BARS 20 2l 25 R FE], XMERITRHE BB,

[01:08:16] Lenny Rachitsky
English:

What a deal. Madhavan, two final questions. Where can folks find you if they want to reach out and talk
about this offer? And how can listeners be useful to you?

AR ERIE:

EXRZHAKET . Madhavan, &EMRNE: MRANTEERRIMZXINMEE, EWMELRAR? ITREENIRERLE
ftaz

[01:08:25] Madhavan Ramanujam
English:

Ways to find out, | think just google for Monetizing Innovation and Scaling Innovation. You'll probably
land in a lot of pages. You can also go to Amazon, | think, if you want to purchase the books. Actually,
Scaling Innovation is now available in pre-order. | think we'll have the pod released before the book is
actually out. The book is going to be out on August 5th. So there's an opportunity to pre-order.

(01:08:48):

And maybe | will take an inspiration from your master bundle, which | really think is the world's best
bundle, and come up with my own bundle for getting users to pre-order. So if you love Monetizing
Innovation, | can tell you you would really love Scaling Innovation. So go buy it for your teams. Buy it for
yourself.

(01:09:06):

And here's the offer. So for anyone who's able to buy more than five copies, send us a screenshot of your
purchase pre-order, right? Send us a screenshot of your purchase to promo@49palmsvc.com. So that's
promo, as in promotion, @49 P-A-L-M-S-V-C .com.

(01:09:30):

And here's the bundle offer that | have. 10 people will get access to bundles as a raffle, and the bundle is
going to include a signed copy of Scaling Innovation, a 30-minute ask-me-anything session, an exclusive
invite for a Scaling Innovation book launch, and also a Scaling Innovation t-shirt. So that's my coming up



with a bundle. | didn't get Granola and others to put in for me just yet, but | think this hopefully suffices

and is exciting for folks to buy.
(01:10:01):

And, yeah. | mean if you like the book, please do leave a review on Amazon. That always is helpful.
Because if more people review it, the book takes a life of its own. And I'm really thankful for also the
support that | got over the years from founder community, from the venture community for Monetizing
Innovation. | think there's been, over the last eight years, thousands and thousands of fans of the books.
They've done a whole lot talking about it, writing reviews, posting on LinkedIn, and making things like
price before product or product market price fit and things as a part of founder vocabulary. So I'm very
passionate that people actually did that and very thankful for them. So there's also probably an equal

measure. If you're excited about Scaling Innovation, | would love for you to talk about the book.
R EIE:

FHEHHLN: BERATEER (EHHelH) M (FRLeED), MEBRREIE. WAANETIBHE, K
frl, (REIH) MEBLAIUTITY, BT 8 A 5 HIEX LR,

(01:08:48):

RIRH “KRITRHAER” Bk, FHBATITRAFEET BCRSE. WRMENR (EHHElH), HFRIEM=IE
BEWX (MRWLLIF). FrLL, AIRBIEPAE, NREEXE.

(01:09:06):
MEBWT: EHAWEEBIHEENA, BRMITEELIXE promo@49palmsve.coms
(01:09:30):

HAEET 10 MEIFEZFAITHR, RHREE: —& (MRLEIHFH) E2{H. 30 28I AMA (BRISE)
BT, MBAHIBVIRTEIRR, UKk—H (ERLLF) Till. RATEZHAIE Granola 258, EFEXE
KZREBRSIKZK,

(01:10:01):

S5, MRMRERXAS, BFELSH LB TITE, XIFEEFR. HIFERHSEREIB AKX R3S
(GImelH) B985, EEEAN/N\FE, RTLEAMMLL "ENETm” N Tm-hig-NeRs” Fia
LA T SR ARERBIAC, MR (MRLEIH) BEE, RUBEIRESRIRXEH,

[01:10:55] Lenny Rachitsky
English:

Amazing. And | think the reason people do that is because you give away so much for free. You just shared
so much wisdom for free that is going to help so many people, so it all comes back to you.

AR ERIE:

KiET . HBAZAAUZER, BRAAMEBEDZETXASZ, FRINREDZETXAZER, BEPERS
N> PR —IER =54 (o

[01:11:05] Madhavan Ramanujam
English:

[ just tried to plan my give and get right there.



FRSCERIE:
BNASSELERRN ‘BTSRRI FKR.

[01:11:06] Lenny Rachitsky
English:

There we go. Oh my God. A good callback. Madhavan, this was incredible. Thank you so much for being
here.

FROCERIR:

Mars, HiS%F. Madhavan, XAXEF T, IEERGHREER.

[01:11:13] Madhavan Ramanujam
English:
Thank you so much, Lenny. Was a pleasure.
FREiE:

B, Lenny, TRMAIR.

[01:11:15] Lenny Rachitsky
English:

Same. Bye, everyone.

(01:11:18):

Thank you so much for listening. If you found this valuable, you can subscribe to the show on Apple
Podcasts, Spotify, or your favorite podcast app. Also, please consider giving us a rating or leaving a
review, as that really helps other listeners find the podcast. You can find all past episodes or learn more
about the show at lennyspodcast.com. See you in the next episode.

FROCENIR:

(01:11:18):

EE BRI, MRMREESXHTEENE, AJLTE Apple Podcasts. Spotify SHREIRBIERZ R APITH, It
oh, EEERARIMTOHE TITIL, XEHEBEHMITREAMXMER. RAILUTE lennyspodcast.com i FIFE
FHRTERTHREZES. THTEBRML.



