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Product line optimization based on discrete choice model

Qiao Zhong, Zeng Guangsheng
(College of Economics & Management , China Agricutural University , Beijing 100083, China)

Abstract Product market witnesses increasing changes o consumer demand. Therefore market managers have to con-
sider these changes in the first place as optimizing their products line, which have become animportant part of product
decision making. An optimal product line selection model whichis based on discrete choice data was modified. The gp-
plication of the modified model was showed by a candy case to locate the most prdfitable product for each segmented
market. The example proved its practicability and showed its applicability in market subdividing, product line optimiz-
ing and competition countermeasures developing respectively.
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Table 1 Disrete modd parametersfor mae market
- - -A -B - L1
)1 Bl,O Bl,l B1,2 BI,S B1,4 Bl,S
4.92512 - 0.644 16 -1.18111 - 0.44233 - 0.25531 - 0.542 67
- - -A -B - - L1
)2 I32,0 [32,1 BZ,Z [32,3 B2,4 BZ,S
6. 183 06 - 0.644 16 -1.18111 -0.44233 - 0.25531 - 0.27557
- - -A B ( )
)3 I33,0 I33.1 I33,2 [33,3 I33,4
5. 620 28 - 0.644 16 -1.18111 -0.44233 -0.25531
2
Table 2 Discrete modd parametersfor female market
- - -A -B - L1 - - L1
)1 Bl,O Bl,l B1,2 B1,3 B1.4 B1,5 Bl,G
4.23501 - 0.55133 -1.19019 1.49083 - 0.24582 - 0.67290 0. 385 75
- - -A -B - - L1
)2 BZ,O BZ,l BZ,Z B2,3 B2.4 BZ,S
5.57334 - 0.55133 -1.19019 1.49083 - 0.24582 - 0. 275567
- - -A B ( )
)3 BS,O B?-,l 53,2 B3,3 53,4
6.67697 - 0.55133 -1.19019 - 1.49083 - 0.24582
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Table 3 Attribute variables and rdevant cost codficients

{ {1 Cr,0 ( )
= XI’ 1=
O Cr,l
! c
= Xr 2= r,
2 0 2
A . 0 Cr’3:A C
=\ B Xr 3= 0 Xr,4a = 1 C3,Cra C.B c
c 0 0 e
4 i=3 ,xi,d1=[pi-(22.5+18.5)/2]/
Table 4 Cos codficientsfor each subdesgn [(22.5- 18.5)/ 2]
5009 Lingo :
Cr.0 Cr1 Cr,2 Cr.3 Cr,4 2414. 35,
1 8.16 -2.41 -3.65 1.05 1.05 (Xal’l Xa 2 Xa 3 Xa, 4 pal) =(0000 18.56)
2 11. 30 -2.41 -3.65 1.05 1.05 1726.25,
3 15.70 -2.41 -3.65 1.05 1.05 (Xal’l Xa 2 Xa 3 Xa 4 pfﬁ) =(101023.63)
,2
C , 16 5009 *;
) , C , 18. 56
: , B : i
o1 5009 7
24  -500g
, A , 23.63
’ ’ 500g°*
1 , ' '
1 , S=w=U-=1;
T >0.05, 5% ’
5) ,
, Sm 5
79.1%, Sm 86.6 % '

(Xb,,1 Xb,,2 Xb,,3 Xb,4 Pp) = (0100 16)
(Xcl,l XC1'2 XC1'3 XC1'4 pcl) =(110124

i=1,2  ,x ¢ =[p- (19.8+12)/2]/

[(19.8- 12)/2]
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Table5 A’ soountermeasures againgt B’ s possble product change

( B ) ( A B )

( 1) (0 0 0 0 18.56) ( 0 1 0 23.63

1 @ 0) (0 0 0 0 18.16) ( 0 1 0 17.22
2 (0 1) (0 0 0 0 18.39) ( 0 1 0 23.23
3 (0 0) (0 0 0 0 17.76) (0 0 1 0 16.73
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