What market research
technique allows you to
find the answers to...

= Estimating and forecasting demand

= Optimizing a product offering

= Finding the revenue maximizing price
= Measuring customers’ willingness to

pay for product
= Segmenting customers
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CONJOINT
ANALYSIS YA

Optimize Product and Pricing Using
Conjoint Analysis and MaxDiff
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My name Is Miklos Kremser, | represent
Sawtooth Software, the world’s best-known
Conjoint Analysis software company.

For the past decade, | have been helping
marketers and market researchers around
the world answer some of the toughest
guestions — using Conjoint Analysis.
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Industry leading expertise

Sawtooth Software executives (Bryan Orme and
Keith Chrzan) have been among the most
published experts in the area of Choice-Based
Conjoint Analysis and they lead the field with
continuous experimentation and improvement.
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What Is conjoint analysis?

Conjoint analysis Is an advanced, quantitative
marketing research method, popular for
product and pricing research, that quantifies
the value consumers place on the attributes
of a product or service.

Conjoint analysis has become extremely
popular over the past years mainly because
the conjoint survey questions mimic the
tradeoffs people make every day in the real

world.
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How does conjoint analysis work?

Conjoint analysis is a
survey-based approach.

The first phase is what is
called the ‘choice task,’
where survey
respondents are shown
different product options.
They are asked to
evaluate each and select
the one they prefer the
most.

Brand

Card Type
Annual Fee
Intro Puchase APR

Cash Back

Points

Miles Earned

PRODUCT 1: PRODUCT 2:

WELLS
FARGO

S75 annual fee

CHASE &
VISA

$120 annual fee

0% for 12 months 0% for 6 months

1.50%

2X points on travel
1X point on all other

2X points on travel
1X point on all other

1 Mile for every dollar

We match your miles 1.5 Miles for every dollar

PRODUCT 3:

Bankof America.
2>

Mo annual fee

0% for 6 months

1.5X points on all
for 18 months

1.5 Miles for every dollar

at year-end
Balance Transfer Offer Yes - 10% fee Yes - 15% fee Yes - 10% fee
I_ I_ r I n
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Attributes and their levels

Respondents evaluate
the product options
based on several key
(and relevant!) attributes.

The products vary on the
attributes. Each attribute
can have many ‘levels.’

Product
Attributes

PRODUCT 1: PRODUCT 2: PRODUCT 3:
WELLS Bankof America.
[N Ll
=1 CHASEQ & =
crdoe|  VISA Q Q
Annual Fee $120 annual fee $75 annual fee No annual fee
Intro Puchase APR 0% for 12 months 0% for 6 months 0% for 6 months
Cash Back _ 1.50%
Points 2X points on travel 2X points on travel 1.5X points on all
1X point on all other 1X point on all other for 18 months
1 Mile for every dollar
Miles Earned) We match your miles 1.5 Miles for every dollar 1.5 Miles for every dollar
at year-end
Balance Transfer Offer Yes - 10% fee Yes - 15% fee Yes - 10% fee
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Attributes and their levels

Respondents evaluate
the product options
based on several key
(and relevant!) attributes.

The products vary on the
attributes. Each attribute
can have many ‘levels.’

The levels
of the
attributes

PRODUCT 1: PRODUCT 2: PRODUCT 3:

Brandj CHASE ‘J
ViIsA C ¢

$120 annual fee

Card Type|
Annual Feg

Intro Puchase APR]

0% for 12 months

-
WELLS Bankof America.
FARGO ".;"..\/

S75 annual fee Mo annual fee

0% for 6 months 0% for 6 months

Cash Back 1.50%
Points 2X points on travel 2X points on travel 1.5X points on all
1X point on all other 1X point on all other for 18 months
1 Mile for every dollar
Miles Earned]  We match your miles 1.5 Miles for every dollar 1.5 Miles for every dollar
at year-end
Balance Transfer Offer Yes - 10% fee Yes - 15% fee Yes - 10% fee
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It's not a product concept test!

The survey choice task
‘trains the data’ as
hundreds of survey
respondents select
among thousands of
product combinations.

The product
combinations may or
may not be realistic. The
purpose here is to ‘learn’
how customers tend to
select in that particular
category.

Brand

Car Type
Price
Capacity

Color

Acceleration (0 to 60)

Engine Type

Financing Available

PRODUCT 1:

CHEVROLET

Sedan

$54,000
5 seat
purple

5 seconds

Electric

No

PRODUCT 2:

Sedan

$60,000
5 seat

orange

4 seconds

Gas

No

PRODUCT 3:

Sedan

$10,000
6 seat

white

2 seconds

Electic

Yes, 50% down

-

1004
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From choices to data

Respondent Attribute 1 Attribute 2 Attribute 3 Attribute 4 Attribute 5 Attribute 6 Attribute 7 Attribute 8 Attribute 9 Attribute 10 Choice
1989524 0 o 1 o 1 1 o
5470241
5655793

PRODUCT 1 PRODUCT 2: PRODUCT 3: 4552863

I . — = 5359548

PRODUCT 1 PRODUCT 2: PRODUCT 3: 5616253

I - — h 894068

PRODUCT 1: PRODUCT 2: PRODUCT 3: 806283

1 = — (8 9276627

PRODUCT 1 PRODUCT 2 PRODUCT 3 4765281

1 = — R 5747233

PRODUCT 1 PRODUCT 2 PRODUCT 3 4058077

I - — h 686557

- PRODUCT 1 PRODUCT 2 PRODUCT 3 6089022

1 - — R 4958267

- PRODUCT 1 PRODUCT 2 PRODUCT 3 296020

2415029

6635525
CHEVROLET 1768927
5976802

Price| 2031299
e Accelc $54,000 $60,000 4085411

- Capacity sseat 5 seat 6seat 4689869
Accelt
Fine Color| p— orange m 8974901

I leration (0 to 60) 5 second: 4 second: 2 second: 007274
i) Acceleration (0 to 60) seconds. seconds seconds 1800080

m— 167753

Fini Engine Type| Electric Gas Electic 3670817

q 7228596
1

Accel
Fing Car Type| Sedan Sedan

Financing Available] o . T 192578
7704724
6115184

e M OORMHOOROOMMEKRMHMNOOOOOQO RO =OOMEMM
HHEHOMEHOOK-COOOOKROHROORKODKROSOOoO R
COHOHOHNOOHOKMOHNHNKNHONKNOKNOOHWHOMOO
P e HORORKRRERRERERSREREROCORREOOKREOOCORORO
HHEHOHOOKRKOORHNONOGSKSORKKOROSDOOROD
PR PR R O0OO0R P00 ROORPEELEL,O0O000O0GCORORE O
FOOMHEEHNOOKLCOOOOHHRLELOOOODG B M BB
O R LPEHEOO0ORORRLEROENREOOROOKOOORGCOR Ok
OO L L OO LLOOOOROHORLEOOKREEOR BB O
CO0O0OHOORKHORKONOOCOOHROKKOKONOOKOW
OO R OrPEREPLL,POOOREOOROOR L OOORER2O GO

Thousands of respondents’ choices get recorded In
a database, ready for conjoint analysis to take place.
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Quantifying preference:
The utility scores

| | GAME GENRE

PRICE FOR GAME

For $69 plus
For 5§59 plus downloadable
downloadable  content and
For $49 For $59 For $69 content lootbox

First person Action Role Playing Multi Player

shooting game  Survival Simulation  Action (e.g.: Role Playing Sports Game
aS e O I I e a e r I l S (e.g.: Call of Game (e.g.: Game (e.g.: Dungeons & (e.g.: World of  (e.g.: Madden
Resp Num| Categl Duty) Fortnite) Sims) Dragons) Warcraft) NFL)

- - 1 0.207 0.169 -0.134 -0.112 -0.130
2 0.190 0.104 0.122 -0.106 -0.310

in the choices a
’ 4 1.324 0.952 0.212 -0.751 -1.738

5 0.572 0.349 0.138 -0.366 -0.693

= = = 6 0.619 0.477 0.248 -0.426 -0.918

7 0.458 0.428 0.222 -0.349 -0.759

8 0.620 0.449 0.225 -0.309 -0.984

9 0.429 0.274 -0.014 -0.189 -0.500

0.421 0.194 -0.485 -0.795

L u 0.085 -0.214 0.008 0.202

q u a n t I fI e S 40 0.185 -0.461 -0.570
First person Action Role Playing Multi Player g ox o ez

refe re n Ce shooting game  Survival Simulation  Action (e.g.: Role Playing Sports Game o v

p (e.g.: Call of Game (e.g.: Game (e.g.: Dungeons & (e.g.: World of (e.g.: Madden 0157 008 0749
Duty) Fortnite) Sims) Dragons) Warcraft) NFL) 0.182 -0.453 -0.799

for each g oz oo am
0.379 0.392 0.530 -0.281 -0.362 -0.657 E: oo Py e

0.315 -0.547 -0.524

level for each attribute
for each respondent 040
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An example s

Level:
yellow
Utility:
-0.2

Attribute:
Brand
Level:

BMW
Utility:
0.8

Attribute:
Capacity
Level:

) e ‘ﬁi

B BMW M3 Coupé I8

4-seater
Utility:
0.7

Attribute:

Attribute: Financing
Level:

Adding up the utility oS ee Yes, available
parts, this product has a il Utility: 044\

. o 0.5
total utility of 1.3 %t.lshty' Sawtooth
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Color
Level:
grey
Utility:
0.3

An examp le —

Attribute:
Brand
Level:

BMW
Utility:
0.8

Attribute:
Capacity
Level:

4-seater
Utility:

BMW M3 Coupé
0.7

Attribute:

R — Attribute: ’ AMEETE
. . e Cngine type sereEk .
Adding up the utility parts, Level: Bl Yes, available
this product has a higher e ine Utility: 044\
total utility of 1.8 Utility: 0:2

-0.5 Sawtooth
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Preference share

The total product utilities can be used to calculate ‘preference share’ or
the probability that particular product would be selected out of a set of

product choices. Preference share is a good indicator of potential
market share.

Total Utility: 1.3 1.8 0.7
Preference
Share:  31% 52% 17%
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Now... If observing how
customers choose allows us to
measure the value they place
on each product attribute,
what all can we use It for?
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The sky Is the limit!

OPTIMIZING A

PRODUCT OFFERING FINDING REVENUE
MAXIMIZING PRICE

ESTIMATING AND
FORECASTING

DEMAND SEGMENTING
CUSTOMERS

FINDING CUSTOMERS’
WILLINGNESS TO PAY
FOR PRODUCT Sawtooth

Software




The market simulator

< YA Smartphone Study

Having the utility scores for each
S product attribute and their levels
””””””” - allows us to create a ‘market
e simulator’ and evaluate what-if
scenarios if any of our product’s
o [E— s or competitor product’s attribute
= - changed: whether it's changing

eeeeee

COMPETITOR 1 Paric if active COMPETITOR 2 Mark if actve

eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee
] ] [

|||||||| -no extra fee Included - no extra fee Included - no extra fee Included - no extra fee

uuuuuuuuuuuuuu -no extrafee 30mo, Included - na extra fee p rl C‘ E y C al Ig I I Ig paC ag I I lg y

I I aVO r’ etC - mnn

eeeee
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Optimizing a product offering

Conjoint analysis allows us to optimize our product offering
by selecting the attribute levels that maximize total utility.

Summary  Simulator  Settings
SceARIO: +
Scenario 1
Scenaria 1 Netd
Sconario2 o 10% 2% 0%
Asple
Product X 5,46
Microsoft 5,64

EXE Chanse Battery Life to3 daybattery
Changs Maln Gamors 015 Mags Pl Camers
EEE) cronse attery Lite to2 day battery

[0 chanee Main Camers to 8 Mega Pixel Camera

Asle Product X M Reset to Original Values |
b oo Ot ns padcin Lo CORE CAPABILITIES

ol set Market Size |

Battery Life 1day battery 1day battery
Size. 4" screensize 4" screen size A ser
‘Main Camera 5 Mega Pixel Camera 5 Mega Pixel Camera 5 Mej
Prco 3600 $600 $400 Calculate
Preference

Shares

Segment by

48.89% None -

Weight by

None -

SAnDH

Simulation Method @

Randomized First Choice v
Sty e Preference Share
[ Electrical [w One user [W Outside of Target Group
[w HvaC [w 2 to 10 users [ Target Group "
[ Pest Control  [w More than 10 users .’
[V Plumbing

18%

[\ Mark i active

#30peruser

Optimize Core

ADDITIONAL CAPABILITIES [l 5400 per org -
400 368
SPECIAL FEATURES [l s10peruser = S
%0

Bundle Discount | Mat Appiicable ¥

100

Location Discount | ko discount for additional locations W 100 I

Monthly or Annual | Oroe aye: ¥

Ayzilzble

Bars indicate indexed revenue - line indicates indexed share

350

CORE_Not CORE_S250 CORE_$300 CORE_$350 CORE_$400 CORE_S450 CORE_S500 CORE S20 CORE_S30 CORES40 CORE S50
perorg  perorg  perorg  perorg  perorg  perorg

Total market size is: 459,001 businesses

CORE Sensitivity Chart (Indexed Values)

406 400

375
247 354 vk 50

. 044N
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The power of conjoint analysis

This was only a short introduction into
the seemingly limitless power of using
conjoint analysis — an increasingly
powerful market research technique that
IS being used by leading corporations to
gain deeper insights into their customers’
purchasing habits.

| encourage you to look deeper and find
out more about the possibilities of
conjoint analysis at
Sawtoothsoftware.com

On the site you can sign in to a trial
version of Discover, the online conjoint
analysis tool.

Sawtooth Software Conference 2022 | Orlando Florida | May 2-6

ﬁfm&wtoothSoﬁware Products  Solutions  Pricing  Academics  Resources Q  Login

Optimize your product.
Uncover true needs.
Simulate outcomes.

Our choice analytics survey software reveals your market's
true preferences and empowers you to make critical
business decisions through simulating customer choices.

Request Product Tour

See how to optimize your product and
pricing using choice analytics.
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