My opinion
Before making any investment decision, it’s crucial that each corporate management carry’s out a risk appraisal analysis on the new proposed project. The New Heritage Doll is faced with a dilemma on which Project they should forego while leaving the other one by limited financial resources. The company is using different risk appraisal profiles based on the technological uncertainty, costs and benefits, and customer acceptance of the two potential brands.
The “Match My Cloth Doll line” seems to be more promising since it delivers an increment to the already existing market segment by increasing the accessories line. This product is likely to win the customers’ acceptance since the brand is still the same that the company has been using, it’s only that now it will address different market segments. This project will have a similar risk profile to the already existing project. This means that the risk management team will definitely know what risks the project will likely face from the beginning and mitigate them before they turn into disasters.
Financial calculations on the assessment of the two projects indicate that the “Match My Cloth Doll line” project is more favorable based on Net Present Value and Internal Rate of Return which is relatively higher than that of the “Design Your Own Doll” project. According to the available data analysis on risk assessment, “Match My Cloth Doll line” expansion is a low-risk project that the New Heritage Doll should strongly execute.
 It would be wise if the company to uses a logarithm pricing system in setting the price of “Match My Cloth Doll line”. This pricing strategy is very effective since it puts into account many factors such as demand and supply before setting the price for which it will sell the new products in an attempt to increase the company’s sales and profit
The “Design Your Own Doll” project would definitely deliver “one-of –a-kind,” unique product and satisfaction to the clients. It will command premium prices and customer loyalties for those clients who prefer customizing their own doll. One of the risk factors that should be evaluated before implementing this project is the technological changes. The act of customizing your own doll online seems like a video game, and with the advancement in the video gaming industry, doll customizing will be definitely boring and outdated. The impact of the online girl interaction in customizing the dolls does not seem to be very promising, making this new project to be very risky to implement. There also exist unknowns in this new project since the company has never carried out any other similar project. This makes it for the company to forecast the possible risk factors that may face the new project.
A risk assessment based on purely numerical analysis indicate that the project is not that favorable compared to the “Match My Cloth Doll Line” project. The “Design Your Own Doll” project have relatively lower internal rate of return, payback period, and net present value. This means that the if the company will implement this project, it will start enjoying the profits after a very long period and the project return say not even last for a long period. 
This risk assessment may not be sufficient since the “Design Your Own Doll” project illustrates a growth potential and therefore the risk management team should consider other risk assessment factors and promising pricing strategies before discarding the project. In order to minimize the risks associated with pricing new products, the company should know the market, choose the best price technique, work out the cost, set a value-based price, think about other price influences, and finally an eye on the industry dynamics. By carrying out these strategies, I believe the project will dominate a larger share of the market.

Based on the company’s’ risk assessment and pricing strategy, the “Design My Own Doll” is full of many uncertainties and therefore is considered a high risk project. On the other hand, the “Match My Cloth Doll line” is seen as an expansion of the existing project, capitalizing on the current clothing products. This means that the project has a lower risk probability and should therefore be implemented by the company.
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Discuss how a similar “set your price” approach could be used for Heritage Doll with -
 
Match my Doll product line.
Using the “set your price” approach for the Match my Doll Product Line, it would benefit Heritage Doll. Since the clothing line is based on seasons, this approach can be applied. As they reach each season (fall, spring, winter, summer) they can apply this approach by increasing the prices using that pricing algorithm since it will be a higher demand because the consumer knows the season is approaching and their child will want to have the latest fashion for that season. As they steer away from the season they can drive the prices down as in discount the outfits so that they can sell that inventory and still bring in revenue so the demand is low. However, note if they monitor the sales on that discounted clothing during off-season they can still use the set your price approach to drive this up as there will also be a demand for to purchase the discounted items.
Design your own Doll product line.
By using the “set your price” approach this would benefit the Design your own doll. Since this is a unique type of project, the company can set the price how they want. The higher the demand and more unique the doll the higher the price they can charge. In this industry, there would not be too many dolls that would have the same features as the next, causing a higher demand in consumer consumption. By using the set your price approach the company can raise the prices based on certain assumptions ( design, delivery, specifics with each order) since this would be a unique purchase. In addition, with R&D they can track times where in customers may be interested in making a purchase and have not just yet or save their intended purchase, they can also apply the set your price approach there by offering a discount if they purchase within this time frame or maybe increase the price it can vary.
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Discuss how a similar “set your price” approach could be used for Heritage Doll with:
Match my Doll product line.
Design your own Doll product line.
The cost plus pricing technique would be used in order to determine the price in both types of investment because this technique does not require any historical record of the accurate fact sheet of demand and supply. The need is just to set a specific percentage to the price of each unit to get the amount of profit. Lets for example if 10% is added to the cost of the unit then it will be known as markup. While setting the price by this technique it should be kept in mind that price should be competitive and cover all type of cost either business generate huge profit or less. All new and old business wants to cover their all cost and make revenue and for the sake of this purpose, it is necessary that the selling price should be greater than the total cost.  (Luehrman & Abelli, 2010).
This method is very simple, justifiable and it also assures the profit of contract. The is also some loopholes of this like the Heritage Doll company has to ignore the competition, contract cost overruns and also has to ignore the replacement cost. This method cannot be used in the competitive market but the idea of Heritage Doll Company is quite unique so there is not the strong competitor of these innovations, so they can utilize it as the estimated outcomes of the project is also positive. In the situation of contract, this method will not lead towards downfall and more reliable to use in this kind of investment.
 
Criticism and comment
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DESIGN YOUR DOLL
Design your doll is a new product of heritage company with a good prospect based on market research. According to the passage, “Market research with target groups revealed significant enthusiasm for the product concept and supported the notion of premium prices” - established Customer base as reveal from research conducted.
The best pricing strategy suitable is skimming. Price Skimming is a good strategy if you are bringing a new product to a target market. With this strategy the price is set high with the intention of selling to a relatively small portion of your target market – just those high end users who are willing to pay a premium price for your product. Although you don’t sell a large quantity of products as your profit margin on each unit is large. It also works best in situations where fixed costs are relatively small because fixed costs are only spread over a small number of units. As production is increase, the price can be lowered to expand the number of buyers.
Also another factor that will work for these strategy is that as long as buyers are deriving high value from the product (as evidence from the research) they will pay any price to get it.
MATCH MY DOLL
Match my Doll is an existing product that is enjoying market demand. According to the passage there expected the new offerings to be at least as profitable as the existing line, since its current high market share would make it possible to maintain premium prices .The cost of producing a product is not a fixed number but varies depending on the amount you produce. As production increases, fixed costs are spread over more units of production, reducing the cost per unit. In addition to just covering costs, you may want the cost of production to include a predetermined profit level or a return on investment in the business.
Target Return Pricing Strategy 
The target return approach involves computing a target rate of return on your investment in the business and adding this to the sale price.  Advantages: The Company makes more profit if they maintain the current price, since fixed cost reduces with increase in output.
Weakness
The only disadvantage of using these strategy is that competitors will enter the market and undercut your price. Another factor that can negate the prospect of the products is changing in demands.
Solution
I believe good customer relationship and promo packages will strengthen the strategies and further the prospect of the products.
Conclusion: Constant evaluation of proposal and sensitivity to customer needs will keep the company above it competitors and uphold the price to their advantage.
Luehrman,T.,& Abelli,H.(2010).New Heritage Doll Company Capital Budgeting. Harvard Business School Brief Case,1-8
Don, H.(2010,March).Understanding Market .Retrieved from https://www.extension.iastate.edu/agdm/wholefarm/html/c5-17.html
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Pricing Algorithms vs. Set your own price
Pricing Algorithms is a practice that sets a requested price for products to maximize profits, minimize sales time and maximize sales volume for the firm (Hwang &Kim,2007 ). There are several sets of data that affect the pricing of a certain item. This includes the potential buyer’s probability of purchasing the item, prices of competition, research demographics and interests of the buyer, and business information of the company (Hwang & Kim, 2007). The problem with some companies using algorithms, is a customer’s inability to determine how much an item will cost. For example, ride-sharing companies like Uber and Lyft, the time and geography does matter in the pricing of a ride, but these companies also use a price decree (Hill, 2015). This means that no matter the if you requested a ride at the exact time with the same number of miles, the price you paid yesterday could be different from that of today. This often times results in unhappy customers. If, on the other hand, companies allow customers to “set your own price” it takes into account the amount the customer feels that the item is valued.
Managing risks through diversification
Before we discuss the benefits of the “set your own price” modle, we must first analyze the benefits of Heritage Doll undertaking the Match my Doll and Design my Doll projects. In order to determine the advantages and disadvantages of both projects, we need to consider the risk level of both. Match my Doll had a moderate risk level, similar to other projects within the firm. This means that if this asset did well, it performed moderately well, but if it performed bad it did so moderately as well. Design my Doll had a high-risk level, which implies that if the asset performed well, it would do so exceptionally, and if it performed bad it would do tremendously bad. The benefit of the company undertaking both projects is diversification of Heritage Doll’s portfolio. Diversification is the most important component of managing risks for long-term goals of a company (invesopedia.com, 2016). Diversifiable risk allows the elimination of unsystematic risk, which is specific to a company or industry. The main idea of diversification is to invest in various assets, so they will not be affected the same due to market events (Investopedia.com, 2016). It is of best interest that Heritage Doll accepts both projects because it could greatly manages risk for the company.
Advantages of “Set your own price”
The Match my Doll and Design my Doll projects were vastly dissimilar in that one streamlined clothing and fashion trends, while the other customized doll features. Both projects needed to utilize R&D and marketing in order to maximize advantages for customer demographics. The set your own price strategy can greatly impact the profitability of Heritage Doll in several different ways. First, by allowing customers to set their own price, it allows people who may not be financially sound to have the capability of getting one of these unique dolls at a cheaper price. If Heritage Doll permits this strategy to customers who can utilize it most, it could increase potential sales and prospective customers for the company. In the article, “Inside 5 Businesses that Let Customers Name their own Price”, Jennifer Martin, the owner of a consulting company stated that customers who are given the ability to set their own price “are often happy to give her testimonials, offer referrals and 30% are converted to regular customers” (Evans, 2014). Another advantage of naming your own price, is that it could leverage customer relationships for Heritage Doll. Customers will be more likely to patronize Heritage Doll because they have the capability of setting a price for a particular item. Similarly, this method is advantageous for Heritage Doll because it could create a mechanism in which a diverse customer demographic can be reached. According to Evans (2014), this strategy can benefit a firm that is trying to reach different types of customers.  Lastly, allowing customers to set their own price creates discounting without cheapening the dolls in the customer’s eyes. Name your own price allows the company to lower prices while permitting customers to familiarize themselves with company's products, in the hopes of becoming a regular customer (Evans, 2014).
It can be determined that in order to maximize profits of Heritage Doll, it is best that the firm undertakes both projects, as it diminishes unsystematic risks. Also, the company should allow the capability of naming your own price to customers because it builds customer relationships, encourages familiarization of products, increases potential customers, and decreases costs without decreasing the value of the dolls. Overall, this strategy is the best method in which both the customer and the company greatly benefit. 
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Introduction
In regard to the opportunities at Heritage Doll Company – match my doll product line and design your own doll, there is need to assess whether a “set your price” approach would work effectively. Set your price approach entails allowing customers to have the ability and freedom to decide which price is favourable for them before placing an order for a new doll. This essay highlights ways in which set your price strategy can be used alongside the two major opportunities at Heritage Doll Company as outlined above.
 
Match my doll product line
In this strategy, the company could allow customers to pick dolls of various qualities, although having the same colour and features, which will allow the customer to select the doll that suits his or her budget. In this case, the customers would be able to select dolls that suit their budgets, quality and other stylistic features that can be added to the dolls. As an example, some dolls could be made from pure cotton while others would have beads to add weight to them (Schindler 45). This would differentiate the dolls’ prices even though they have the same colour and design.
 
               Apart from that, the overall size of the doll is another thing that can help in determining the price of the dolls. The bigger dolls should definitely cost more as compared to the smaller ones. As such, the company should allow customers to choose the desired size of the doll when placing their order. The company should allow for ordering of bigger dolls according to customer demand and requirements. As such, they should not have a limit on the size of the doll to be ordered. However, they should have a standard minimum price for the dolls before calculation of additional features and lengths as required by the customer (Schindler 56). As an example, any doll ordered should have a minimum standard price of $50 before calculation of additional features and lengths of the doll. This will ensure that the company remains profitable for every purchase order made, regardless of the size, features and weight.
 
Design your own doll
In this strategy, the company could avail the same attributes but of different quality and design to customers to choose from. By doing this, customers can decide which attributes they want included in their doll thus deciding on the overall price of the doll. Choosing low quality attributes and elements would definitely lead to a low priced doll while choosing high quality attributes and elements would increase the price of the doll (Schindler 62). As an example, short hair should be priced higher as compared to short hair and perfect eye shape should be priced higher than the imperfect eyes, while additional facial features should have higher prices as compared to no facial features at all. In doing this, the company will be able to control prices of the products they sell by virtue of the elements the customers choose.
 
               Another thing that can be used to determine the price of the dolls is the overall size of the doll. In this regard, the elements and features availed by the company to the customers should have sizes and price should be commensurate with the size. As an example, choosing size 5 of the hair should prompt the customer to choose all other elements and features of size 5, but should not limit the customer to choosing the same size of elements. This is regardless of the quality and design of the features and elements (Schindler 67). However, a standard minimum price for the dolls should be pre-set, before adding additional payments due to the selection of the various sizes of elements and features. Using this strategy will help the company to ensure that their customers are able to decide on what price they are comfortable to pay, hence improving efficiency.
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Identification of Problem and what if analysis
            New Heritage Doll Company is considering two different projects. First, is Design my Doll and second is match my Doll clothing.
Match My Doll Clothing
            Match My Doll is the existing product with the New Heritage Doll Company. It is already enjoying the market demand. The idea behind this proposal is that it will get more demand because an existing product has more potential for growth. Fixed cost also varies die to products demand.
Pricing strategy
            Pricing strategy used here is target return. The idea is to calculate the target return and add it to the selling price of the product. Reduction in fixed cost will increase the profits. This strategy enhances the power of purchasing by the buyers (Gouldasset.com, 2017).
Weaknesses
            Competitors may enter into the market.
Solution
 The solution is to maintain the good relationship with the customers. 
Design Your Own Doll
            It is a new product that will enter the market with the new proposal. Market research of the customers will help to increase the potential of sales of this new product.
Pricing strategy
            Pricing strategy used here is price skimming. For entering with a new product, skimming will be a good strategy. It provides benefits to the business by improving quality perception in customers (Maguire, 2016).  By setting a high price, less number of products will be sold out. More products cannot be sold out.
Outlay for both projects
Out lay for both projects has provided in appendix 1.It can be seen from table that total cost for Match My Doll Clothing is less than the cost of Design my Doll. Based on the cost estimation, Match MY doll clothing is the more feasible project for the company. It can be criticized for this project that a project investment decision should be made based on its operating profit returns. In a case of facing loses, the proposal will be rejected.
            Both projects are feasible due to positive NPV but higher NPV goes to design my Doll. It is better to accept the project with higher NPV (Dayananda, 2002). It is assumed that capital will be generated as the percent of sales and revenue.
Recommendations and rationale 
              The capital rationale can be used for maximizing the value of cash generation in the future from the project. IRR and NPV have used here for analyzing the profitability. It has recommended that design my doll is the best to project based on higher NPV and IRR. IRR is most acceptable capital budgeting technique (Baker & English, 2011). Due to lack of funding the decision can be changed. The design can be changed due to low payback period for the project. Time is the biggest constraint for the project as well.
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