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Product Line Pricing
Session Overview
Here we look at basic price setting.  For any offering, we need to figure out a price that both provides value to the customer and provides profit to the company.  A good price rests on an understanding of objectives, costs, demand, and competition.  Today we will practice this price analysis in the setting of a high-tech product, a server (the same kind of high-powered computer we saw in our Myth Computer exercise) used to provide data support to salespeople.  In this case, managers are struggling with how to price an upgrade in the context of a larger product line.  This is also the first of two cases in Business-to-Business marketing, and we’ll talk a bit about how this kind of marketing differs from marketing to end-consumers.

Readings
1. Case: Clearwater Technologies (in coursepack)

Case Assignment: Clearwater Technologies
Clearwater Technologies is the market leader in providing customer relationship management (CRM) solutions to small-to-medium sized companies.  Its flagship product, the QTX server, provides sales support to small sales forces (10-30 people).  The data the server provides helps salespeople more effectively manage customer relationships.  Vice President of Marketing Mark Jeffries needs to sort out competing proposals from company managers to select the right price for a 20-seat upgrade to the server package.  

Discussion Questions
1. Jeffries proposes three decision criteria for setting a good price on the last page of the case.  Are these good criteria?
2. What is the right price for the 20-seat upgrade?  As part of answering this question, consider:
a. What are the objectives of the different managers presenting to Mark Jeffries?
b. What are the costs of providing the upgrade?
c. How much will demand for the QTX change as price changes?
d. What are the competitive considerations in this situation?  

Notes/Tips
· The prices and costs in Table 2 are for the total number of seats indicated, not a per seat price or cost.  So, for example, the total MSRP to buy ten seats is $8,000.  
· In this case, competition is both external (other companies) and internal (the existing QTX product line).
Section 3.2: Executive Summaries 
For your Individual Executive Summary Analyses, please use the format indicated below.  You should think in terms of a brief interview with the decision maker.  What does s/he have to know?  Papers should be no more than 1 page. You may put financials in exhibits and refer from body of the paper.
1. Issue Identification:
The initial paragraph should precisely state what you see as the priority issue to be addressed and why.  If more than one issue is presented, then the issues should be identified in priority order and some indication of why this is the priority.  Cases usually give away the issue, but you should read and think critically whether the obvious is truly the priority.  What does the decision maker have to decide and why?
Be careful to separate symptoms from issues.  The issue is something that must be dealt with.  Symptoms must be monitored as they could become issues, but are not yet issues.
2. Options Available:
Your analysis should identify ways to address the identified issue.  Each different option scenario produces alternative strategies requiring different tactics [equivalent to going through a cafeteria line-result is a dinner, but choices will determine nature of the meal].  Which choice is 'best', depends on your analysis of how the option fits with the internal and external analysis and addresses the issue.  Part of the options analysis would be the financials [best as an exhibit] that affect your evaluation.
If you choose to present various options, they should be in prioritized order.  If space allows, a brief pro/con might be useful.
3. Recommendation:
You must make a final recommendation of what you think the company should do.  Pick one specific option and make the case for it.  It must tie to the issue[s] you identified as primary. Where applicable, refer to supporting calculations.  If space permits, consider the tactical issues of implementation.
Some general guidelines for effective business summary are:
· Spend time composing the introduction and recommendations sections.  Readers pressed for time may stop after these two sections (but I won't!) so it's important to convey to the reader the key information you want them to know in these sections.
· Your analysis should have a logical flow indicating why your recommendations are correct.  This requires organizing your information around the particular questions you want to answer and points you want to make. Do Not Rehash the Case!  Make decisions about the important information to present.  Cite case facts and details only to the extent they are relevant to your argument.
· Proofread the report.  Spell check misses things and lack of attention conveys a message to the reader.
· Focus your recommendations on the important issues in the case. Make your assumptions explicit whenever necessary.
· Recommendations should be practical, cost-effective, and appropriate to the timing (short-term or long-term) of the problem at hand. Your recommendations should address the issues you have identified up front in the same priority, i.e., the #1 recommendation should address the #1 issue.
· Exhibits should be readable without reference to the text.  Use headings, labels, footnotes and graphics appropriately so the reader can understand what is in an exhibit.  If you are performing calculations on data, use a footnote to indicate how you are performing the calculation.
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