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The Benefits of the IC Pricing Tool labiitiold
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Power Pricing

Simulation of effects from price changes on your market share

Conclusion about how much customers are ready to pay for specific product features

New products can be tested even before they are launched

Find the optimal price for your product

Based on the most valid methodology to determine the price-sales function

Providing crucial input for the marketing (e.g. commercial strategy)

Obtaining a competitive advantage as the analysis allows to understand how customers react on price-
and product changes
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What is that Special about the Approach?
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Classic price survey usually use direct questions:

What features should a LCD TV
include?

Well, at least 50 screen
size, reputed brand, ...

And how much are you willing to

pay for those features respectively
the LCD TV?

PROBLEM: This will not deliver useful results

© Interconnection

Power Pricing
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Just Asking Questions is Not the Right Way e meating |

Power Pricing

» Direct questions about the price or the willingness to pay a certain
price will not deliver useful results

* ltis assumed that respondents are aware of all product benefits and
prices on the market

*  When asking, consumers want to have all extras but are not willing to
pay for it

= Some recognize the idea behind the survey and provide tactial
answers

* In the end the actual behavior has nothing to do with the results of the
survey

SOLUTION: Price-Simulation Approach (Conjoint Analysis)
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What is the Customer Willing to Pay for - IC
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Evaluation of the Product as a Whole Consulting

Power Pricing

= Customers evaluate products as a whole and not J
single, diffuse product features.

= In course of the product perception not only the
Price ( J

product is relevant, but all measurements in course of
the marketing-mix.

perceived

customer benefit /o \
Distribution Communication rj

-

= Consequently, price can never by analyzed isolated

—~

= Consistency in the marketing-mix is required S
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Survey through the simulation of an actualy buying decision situation

Leading approach, as the buying decision is simulated through various possible product choices to make.

For which LCD-TV would you decide?

Survey of complete
product-bundles

Respondents are
evaluating products as a
whole and not specific

single features. 27 Screen Size 32 Screen Size 41 Screen Size

WXGA WXGA WXGA
3000:1 Contrast 1000:1 Contrast 4500:1 Contrast

€899,- €699, €799,

Analysis of the price acceptance for specific product features Deriviation of the price-sales-function to identify the profit

The approach allows to analyze the price acceptance not only for the maximizing price

brand but also for other product features and characteristics. . . . . .
Most valid approach to derive the sales-price function which

allows to identify the profit maximizing price taking the

Finally it can be analyzed, how much customers are willing to pay for N .
competitive landscape into account

specific product features.
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From the Survey to the Simulation-Tool Consulting
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‘I Online . Survey,

e J--“:-LLAL-“"\' =

2 Calculaﬁon of benefit valy

producf/service features

3 Simulation of pri effects on
the buying decis

es for specific
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Analysis of the Relevance of
Specific Product Featuers by Customer Segments
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= Analysis of the effects of relevant product features on the final buying decision.

= Segmentation of customers in course of the relevance for specific buying criteria.

= This chart shows
dummy figures.
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Sample Charts

Brand A Benefits from lts Strong Brand Value
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Brand: Benefit values of analyzed brands; Choice Based Conjoint-N=500

BRAND

-41,8

-43,8

Relevance of Product Features for the Buying Decision

BRAND A

BRAND B

BRAND C

BRAND D

BRAND E

BRAND F

BRAND G

Power Prici g

18,8%

Price

Benefit Values of Brands

15,5

61,1
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Where are the Price Barriers from Customers Point of View
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Sample Charts

» Analysis of the price-sales function based on the share of choice - meaning the share of

customers who would buy for a certain price.

= This chart shows
dummy figures.
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IC

. . . Interconnection
Price Bain Barrier at EUR 700,- Consulting |
Share of Choice - Simulation of market shares for brand A and brand B (N=500) Power Pricing

EUR 500 EUR 600 EUR 700 EUR 800 EUR 900 EUR 1.000 [ EUR 1.100| EUR 1.200

Share of Choice

Bl BrandA I BrandB

* Share of Choice: Share of customers who would choose to buy the product on the first hand market at this price
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Simulation of the Competition According to Price Variations Consulfing

Sample Charts

= Simulation-Tool in order to analyze the market structure at certain price - product mixes of your
own products as well as your competitors ones.

= This chart shows
dummy figures. IC

Interconnection
Consulting

Simulationtool LCD TV
Segment N= 612

Selection Brand Design Resolution Con?rast HD Ready Bought at

© [Sony ] [Design1x] : =] [Sony Homepage ] <|23 >| <|
p2 @ [Panasonic ¥| [Design1 »] [XGA w| [1000:1 ¥] [yes ¥ Ispecinlized[)enlel:]: 27 2 <11.009 € > 4.1%
p3 @ |Pioneer ¥| [Design2 ] [XGA w| [3000:1 ¥] [yes  ¥] [MediaMarka ¥] <|27 2| <[1.199¢ > 9.4%
p4 # |[Toshiba »] [Design3 ] |[wWxGA »| [4500:1 ¥] [yes  ¥] [MediaMaria ¥] _<_3gz_<_ 1_199€:J 1.2%
p5 @ [Samsung | [Design1¥] [wWxGA =] [3000:1 ¥| [yes =] [MediaMaria ¥ <]32 2| <[1.199€ > 7.8%
p6  © [(G =] [Designox] [WxGA =] [3000:1 %] [0 =] [MedaMa>] <[22 >| <|1100¢ 2| 64%
p7  ©  [Medion ] [Design2>] [WxGA =] [1000:1 %] [0 =] [Ai 2 <27 2|<lesee 2|  50%
p8 [~ A A A A AR s < 2 >|
p9  r |- = [ = |- = |- =- = I I 2|
SOOI e N e T — ] E— ) e— = I I I 2|
one 39.2 %

Design 1: g Design 2: “-— _Design 3: "l _Design 4: “=— Design 5:
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Learn What Benefits Customers Gain from Certain Product Features e Consolting |

Sample Charts

* Analysis of benefit values for analyzed brands and product features (such as brand, energy
consumption, etc.) in general as well as for certain customer segments.

= This chart shows

dummy figures.

Two Customer Segments with i

. | i
Completely Different Brand Preferences e neatting |
Benefit Values: Benefit Values of Brands by Customer Segment Brand Values

+63 Brand A

|
W Brand B +19
] +2 Brand C -5
+4

IS

33 -18

I

-43

-48

1
:
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What Else You Should Know e meston |

Power Pricing

Interconnection has successfully implemented the Power-Pricing tool for various
industries in order to analyze statistically the effects of price changes on buying
decisions.

Our Power Pricing tool enabled our clients optimize their price strategy
based on the product portfolio and consequently to gain market shares.

© Interconnection S.12



Our Goals is to Support You IC
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Recording Substantial Market Growth Consulting

Core Values

Problem Solving Competence

We know the effective tools fo solve potential
problems/questions

International Focus

With offices in Vienna, Bratislava, Buenos Aires, and Lviv we
conduct projects all over the world

Interconnection

Industry Competence

. Industry competence due fo longtime experience based on
expan d your horizon regularly conducted market reports

Methodology Know-How

Methodology variety for different questions and market
characteristics

Consulting- Strategy-Workshops

Actions based on data - we support you fo derive actions
and strategies based on the study resulfs

© Interconnection
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For further questions,
please do not hesitate to contact us!

Interconnection Consulting

Getreidemarkt 1, A-1060 Wien

Mag. Ernst Rumpeltes - Head of Market Intelligence
Tel: +43 1 5854623 -38
Fax: +43 1 5854623 -30

rumpeltes@interconnectionconsulting.com

Dr. Frederik Lehner - Managing Director
Tel: +43 1 5854623 -11
Fax: +43 1 5854623 -30

lehner@interconnectionconsulting.com

Interconnection Consulting | Vienna ¢ Lviv ¢ Bratislava ¢ Buenos Aires

www.interconnectionconsulting.com

IC

expand your horizon

Kontakt




