CASE: PRICE PLANNING FOR THE ABCOR 2000, P. 451

The Learning Curve Pricing spreadsheet helps firms to price strategically in markets with
experience-curve cost effects. It simulates a simple (noncompetitive) market situation and
explores how the optimal short-term and long-term pricing policies depend on the experi-
ence-curve phenomenon.

From the Model menu, select Learning Curve Pricing to see the Introduction
screen.

Introduction

Learning Curve Pricing
Price planning for the ABCOR2000 exercise

In many markets, production costs tend to decline as the firm accumulates
experience with that production. This effect is called the experience curve, and
strategic long-term pricing programs can take advantage of the effect.

In this spreadsheet exercise, wou can structure a simple (non competitive) market
situation and explore how the optimal short-term and long-term pricing policies
depend on the experience cunve phenomenon.
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Click Next to get to the Analysis Area.
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23. Tutorial

Here you should provide estimates of the main characteristics of the market (cumulative
production, current cost, experience-curve constant, and the like) and the other parameters
needed to produce the analysis.

Click Next Page to go to the Optimization Area.
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Here you can enter prices to indicate a pricing policy and examine the effect of that
policy on profit.

Click Optimization to invoke Solver. Set the Target Cell (e.g., profit in a certain period,
cumulative profit, discounted profit), indicate which prices in which periods are subject to
optimization, and set any appropriate constraints on those prices.
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On the Model menu, click Main Menu, and choose among three graphing options.
For example, here the graph of the Unit Cost as a function of Cumulative Production shows
the experience-curve effect.
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Main Menu

" Goto Analysis Area
" Graph Cumulative Production History

" Graph Unit Cost Histony
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