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Background:

You are the marketing manager for Acme Espresso Machines, a small manufacturer of premium coffee makers. You are in a market dominated by several large manufacturers, including Breville, DeLonghi, Gaggia, and Rancilio. To improve Acme’s market share, you plan to analyze the market with three objectives in mind: 
· Identify specific market segments within the greater market

· Identify specific features desired by different market segments

· Select marketing messages that will resonate with market segments

You plan to conduct a conjoint analysis to address the objectives. 
Instructions:

1. Open the “Case 7: Conjoint” spreadsheet available on the Marketing Analytics page of the website www.StephanSorger.com. The spreadsheet supplies the structure and data for 3 attributes at 2 levels each. Extend it to 4 attributes at 3 levels each by adding rows and columns of data as necessary.

2. Work through the steps of conjoint analysis, following the attached Solution as a guide. Interview your teammates to collect the preference data. If time is short, just make up the data. 
3. Record your results, comments, and observations in the table below.

	Step
	Results/ Comments/ Observations

	1. Attribute Selection


	Consumer found the following characteristics very relevant to evaluate;
· Speed time taken by machine to brew ( time in minutes) 

· Capacity ( number of cups machine can brew)

· Retail price of espresso machine.



	2. Attribute Level Selection


	At this step, consumers identified the level of attribute where they are able to see the differences. Each attributed was divided into two levels that is;
Speed (1-FAST, 2- SLOW) capacity ( 1- SINGLE CUP, 2-MULTIPLE CUPS) Price (1-price under $ 500, 2- PRICE above $500) 

It was observed that the level of preference was high where the machine is too first, producing multiple cups and the price is less than $ 500

	3. Product Bundles


	Bundles are the cards or the type of machine/ product a consumer is to choose from. It bundle the three attribute (speed, capacity and price) together vary the level of attribute.

	4. Data Collection Method Selection

	Data collection method selection can be done using different criteria for example, pairwise comparison where responds are allowed to compare their pair options, rank order where respondents can place their options in a rank order of a given scale. The last method is where respondents rank their options independently.

	5. Data Collection

	Respondents were asked to rate each bundles as 1-very poor,2- poor 3- good 4-very 5-good excellent. Most respondents ranked bundle number six as poor while bundle number three was ranked excellent.

	6. Data Binary Coding

	R conjoint package had to be installed to help in executing unique functionality required for data coding.

	7. Part Worth Calculation

	This is done to capture the names of levels for the attributes stated under attribute level selection in step two. This was observed to show the importance of each attribute.

	8. Part Worth Segmentation

	Part worth segmentation was done and respondents were able to know each attribute level by its name.

	9. Market Simulation Design

	This involved market share estimation. The estimation of maximum utility (simulations, preferences and profiles) of each respondent.

	10. Recommendations for Acme Espresso

	It’s recommended that Acme Espresso should use bundle number 3 which most of the people preferred due to its efficiency.
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