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Getting to Value: Conjoint or 
Business Case Analysis?

When pricing managers apply market 
research techniques in the wrong situ-
ations, the result is misleading infor-
mation that may cause a product to be 
priced too low or perhaps bundled in-
correctly for a market segment. In this 
article, the author gives a comparative 
analysis of the correct applications of 
conjoint analysis versus other mar-
ket research approaches. Reed Holden 
(rholden@holdenadvisors.com) is the 
Founder and CEO of Holden Advisors 
and a frequent presenter at PPS events 
and workshops. His workshop “Avoid 
the Commodity Trap: Pricing Services 
in a Recession” is currently available 
for on-demand download at www.
PricingSociety.com. 

Situation: Recently, a Pricing 
Manager wanted to do some 
value research on a new medi-
cal product. During discussions 

regarding the budget and time require-
ments, she thought she was better off do-
ing conjoint analysis since it is fast and 
relatively cheap. However, as additional 
information came to light on the new 
product’s positioning relative to competi-
tors and intense and varied competitive 
landscape, it became obvious that con-
joint just wasn’t the right method.

Let’s look in more detail to see why con-
joint analysis did not turn out to be the 
best research solution. In this discus-
sion, the focus will be on conjoint analy-
sis knowing that there are quite a few 

variations on it since Paul Green’s initial 
development work back in the 1970’s. 
There are also other good attribute-based 
valuation methods such Customer Value 
Analysis done by Bradley Gale in the 
1980’s for AT&T and Determinant At-
tribute Analysis from Mark Alper just to 
mention a few.

Conjoint analysis identifies relevant 
product/service attributes and com-
pares their value to price with a weight-
ed scale or by seeing how respondents 
select from pairs of choices. It is an 
“attitudinal” measure of value in that 
respondents weight their perception of 
a feature’s value relative to price. This 
top of mind approach is fast and easy 
to implement and is fairly inexpensive 
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PPS Happenings Serving the Pricing Community Since 1984

Upcoming Events
t 21st Annual PPS Spring Conference: InterContinenal Chicago O’Hare Air-
port Hotel; May 5-7, 2010. Workshops offered on Wednesday, May 5 include:

1. Fundamentals of Price Management – Elliot Yama
2. Pricing for Profitable Growth: Strategies and Tactics – Kent Monroe
3. Quantitative Methods in Discount Management – Tim Smith
4. Measuring and Managing Pricing Effectiveness – Paul Hunt and Greg 

Thomas
5. Consumer Pricing: Approaches to Manage Today’s Pressures and 

Uncertainties – Frank Luby

For the most up-to-date information about PPS events and programs, please 
visit our website at www.pricingsociety.com frequently.
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relative to other methods. It does de-
velop a value number for individual 
product/service features. It can be used 
to understand the best combination of 
features. Additionally, conjoint results 
can be used to model the likely buying 
choice of customers relative to various 
prices and strategies. It facilitates the 
building of complex market entry modes 
which predict market share moves given 
changes in price and feature sets for the 
product.

For the sake of discussion let’s compare 
conjoint with an another technique for 
quantifying value called Business Case 
Analysis (BCA). This technique was de-
veloped by a team under Irwin Gross 
when he was at DuPont Corp. Initially 
called Economic Value Estimation, it has 
morphed into terms like EVA (Economic 
Value Analysis) and Case ROI because 
it is able to do a case by case customer 
financial analysis of the cost and profit 
implications of a firm adopting a new 
product, service, system or technology. 
The reason we have focused on the term 
BCA is because the technique is more 
financial analysis than economic and it 
does develop a specific customer oriented 
financial business case for adopting new 
products and services. 

BCA begins by engaging a depth research 
process which interviews multiple users 
and decision-makers in target customer 

organizations. The research determines: 
a) their current problems in the area of 
focus, and b) the financial implications in 
terms of both cost and revenue improve-
ments for adopting the new product. Us-
ing the research data the research team is 
able to construct a quantitative financial 
model of the specific financial results of 
adopting that product. The data can be 
used to model the likely financial results 
at the customer market or segment level. 
This helps in identifying target segments 

and customers and this is very important 
to the sales effort. Although BCA is more 
expensive, it is a very accurate, customer-
specific process that offers tools for the 
sales force to defend value and price.

Conjoint analysis works very well for 
complete consumer products where re-
spondents understand and have a lot of 
experience with the product. By com-
plete, I mean for assembled products 
such as cars, phones, PCs, etc. It works 
well when the results are going to be 
rolled out through retail sales organiza-
tions that don’t have a lot of price dis-
counting or pricing flexibility.

Conjoint doesn’t work well when one 
or more of the following conditions are 
present:

• The company’s products or services are 
a component part of a more complex 

product or system (for example, head-
lamps for a car). In this case the focus of 
the research should be on the perfor-
mance of the part and how it impacts 
the broader machine or system.  The 
real value doesn’t come relative to the 
price of the part but relative to the 
price of the end product: the car. That’s 
because the product impacts how it 
helps a firm earn more profits. Conjoint 
doesn’t reveal that information. It is 
being sold through a field sales force. 
They will need to have a very specific 
understanding of the real mechanics of 
the value-in-use of the product or part 
in order to sell tangible value to the cus-
tomer—attitudinal results don’t provide 
any data at this level. The benefit of BCA 
is that the result of the research is a tool 
that salespeople can use in the customer 
analysis during the selling process. 

• There is a likely competitive reaction 
which negates any pricing moves. This 
gets down to the basics of pricing strat-
egy. If this is the likely case, the strategic 
analysis really needs to be modeled in a 
series of scenario planning exercises. 

• The results will be used to convince 
a discount-oriented sales force and 
senior executive to stop their behavior. 
It is unlikely that conjoint research will 
provide the support needed to convince 
them that the value is real and can be 
captured in the pricing strategy. 

You can see that most B2B products and 
services are more likely in three condi-
tions listed above. That is why the Busi-
ness Case Analysis (BCA) is more often 
the recommended research method.  

The intent of this discussion is not to 
criticize conjoint analysis. It is an excel-
lent choice for the right conditions. Ex-
perts like Herman Simon have extended 
the capabilities of the technique to han-
dle more complex products and competi-
tive situations. What can be concerning 
is the tendency for Pricing Managers to 
apply the technique in the wrong situ-
ation and get misleading results that 
may cause a product to be priced too 
low or perhaps bundled incorrectly for a 
market segment.




