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Loads of insights: How conjoint
analysis helped a leading
washing machine brand develop
their pricing strategy

THE CHALLENGE

A leading washing machine manufacturer was considering developing a
new feature: a drum divider that allows users to separate multiple loads
of laundry within a single wash cycle (i.e., to separate color clothes from
white clothes).

Before the company invested considerable resources into the
development of this new feature, they sought to understand if the
proposed feature was compelling to customers and whether or not it
could help win them market share from their competitors. More
specifically, they wanted to understand if the new product would add
market share or if it would simply cannibalize their existing market-
leading product. Additionally, the company needed guidance on how to
price this new feature in the existing market. They needed to know if
customers were willing to pay a premium for the feature, and if so, how
much?

WHAT WE DID

Applied Marketing Science (AMS) surveyed 301 homeowners who had
either recently purchased a washing machine or were considering
purchasing a washing machine in the near future.

AMS researchers then utilized conjoint analysis as the primary
methodology to answer the client’s research objectives. Conjoint
analysis is a survey technique and discrete-choice model used in market
research to measure consumer preferences for products and services.
Rather than directly asking customers how much they would pay, a
conjoint survey presents them with a series of competing, attractive
offers in a carefully designed experiment.

Respondents were shown three different washing machine options, each
with varying levels of several known attributes that drive customer
choice: brand, load type, machine capacity, wash cycle length, remote
sensing technology, price, and the new feature of interest: the drum
divider. Respondents select the washing machine option they most
prefer and then indicate whether or not they would actually purchase the
option they selected. Respondents complete this exercise eight times,
and are presented new options each time.
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If these were your only choices, which washing machine would you most prefer to purchase?

Choose by clicking “Select” for one of the options below. Click the “Next” button at the bottom to continue.

You may click on any attribute to review the levels included in each at any time.

(1 of &)
Option 1 Option 2 Option 3
Brand Company 1 Company 2 Company 3
Load type Top load Front load Top load
Machine capacly (fits t\'-|r?:?zi"t:-eddlng] (fits queb:’ﬂ::j:ergedd'ng] (fits Rln;zzgf:eddung]
Drum divider Removable divider a:fun;gvbalzlzi:ir;ir Fixed divider
Wash cycle length 90 minutes 60 minutes 20 minutes
Remate sensing MNo sensing Advanced sensing Moderate sensing
technology technology technology technology
Fic 5498 51,184 $994
=)

Assuming you were really purchasing a new washing machine, would you
actually purchase the washing machine that you chose above?

- ) =)

From this data, researchers create a model of customer choice which helps to measure:
1. Which attributes most strongly drive customer choice.
2. How customers value each level within an attribute (what levels are most and least preferred).
3. Price elasticity for each level (how much customers are willing to pay for a better level).

THE OUTCOME

Using conjoint analysis, AMS researchers were able to effectively address the client’s research objectives,
including customer preference and purchasing decisions, and the impact this new feature would have on their
market share.

Share of purchase decision
% Part-worth

Our research showed that the client’s
proposed feature—the drum divider—
was, surprisingly, a weaker driver of
customer choice than anticipated. Other
attributes such as price and machine
capacity were still the strongest drivers.
However, the drum divider still makes up
about 10% of customer choice and is
comparable with several other attributes
of a washing machine such as brand,
wash cycle length, load type, and remote
sensing technology.

= Machine capacity
= Price
® Brand

Wash cycle length
= | oad type
= Drum divider

Remote sensing technology
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Drum Divider Researchers also found that a “fixed
10% of purchase decision divider” (i.e., a divider that is fixed in
the washing machine and cannot be
removed or adjusted) provides no
additional value in the decision-

making process and customers are

No drum divider Fixed divider ~ Removable divider R.emovable‘a.nd not wiIIing to pay for this feature.
adjustable divider

Value placed on feature

However, customers are willing to pay
more for a ‘removable divider’ (+$57)
and even more for a ‘removable and
adjustable divider’ (+$125).

How much more value
over “no drum divider” No additional
does each level value
provide?

+$57 +$125

Next, we simulated the client’s proposed product, a washing machine with a removable and
adjustable divider, alongside the four primary competitive products in the category to simulate how
the new feature would impact market share. We also included the client’s existing market leading
product in the simulation. We simulated the new product entering the market at varying prices, to
understand how market share fluctuated at each price.

Simulation: Client vs top competitive products in category
% Market share

Client's 15% 26% 25% 21%

total share
=] .

Client's new product

Clients existing market leading product
m Competitor 1
®m Competitor 2

Competitor 3

u Competitor 4

Current Client’s new product Client's new product Client's new product

market enters at $899 enters at $999 enters at 51,099
Bar 1: Before the client’s new product enters the market, the Bar 3: When it enters at $999, it gains 16% market share, 6% of
client already has 15% market share. which is cannibalized. Still, the client gains 10% new market share.

Bar 2: When the new product enters the market at $899, the new Bar 4: And when it enters at $1,099, it gains 11% market share, 5%
product garners 19% market share. However, 8% of that share is of which is cannibalized. The client gains 6% new market share.
cannibalized from the client’s existing market leading product.

Still, the client gains 11% new market share.

The bottom line

While the drum divider may not be a major factor in customer preference, it can still influence purchasing
decisions. To make an impact, the client must offer a ‘removable and adjustable’ divider since customers aren’t
willing to pay for a basic version of this feature. We recommend setting the entry price at $999, as it is the
optimal price point for maximizing both market share and product profitability. These insights were valuable for
our client’s business decision-making, allowing them to enter the market with an informed, data-driven pricing
strategy centered around customer perception of value.
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