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Positioning and pricing products for impact

You are launching a new product or service.
Are your distribution channels working?

Do you have a competitive advantage?
Have you identified your target customers?

Are returns as expected post-launch?

No matter what stage your business is af, knowing
what is of value and distinctive about your product
or service will drive your adoption strategy. It is
important for both new products entering new
markets, and for existing products expanding info
new markets and channels to reach more customers.

This guide will discuss positioning* and pricing
strategies to generate different types of products
and services. Its goal is to help answer perhaps the
most important question during commercialisation
why would a consumer buy your product over
others?

Read on to discover:

1. Two aspects that influence where your product
or service is positioned, and how to balance
them to match or beat competitor products.

2. How to assess the environmental, social and
commercial value created by your product to
determine the best market position and price
that works for your business.

* See Terminology section for explanation.

Importance of product
positioning

How do you work out how to position your product
against competitors in your market? The uptake of
any product or service depends on how accessible it
is and how many other products compete with it.

Consider the water we consume each day in
Australia. Tap water is generally accessible to all.
There is no competition nor a cost fo access it (in
most cases). This level of accessibility to a product

is known as excludability*. An aspect that is largely
affected by price, increasing excludability* limits

the number of people who can use it. The volume

of similar products in the relevant market, or level

of competition, is referred to as rarity*. While as

a business you may not have control over rarity*,
knowledge on the rarity* of your product or service
can provide insights on target or expected market
size, competitive pricing and developing your
competitive advantage. In this case, tap water offers
low excludability* and low rarity*. On the other hand,
bottled water (think Evian® or Perrier®), depending
on packaging, marketing and other factors, offers
increasing excludability* and rarity*.

The balance between excludability* and rarity*
can determine the type of product offered by your
business, its core features or ingredients, where
and how it is positioned, current and prospective
consumers, even the investment made by your
business to manufacture products or services,
impacting its overall success.

The Public Private Goods (PPG) Matrix defines four
different types of products or services, collectively
referred to in this guide as goods: Public*, Common*
Private* and Collective*, based on the level of
excludability* and rarity*. Your business offerings
may neatly fit into one of the four quadrants or be a
combination of a few of them. In a product portfolio,
you may find your offerings scattered across the
maftrix. Each of these scenarios reveals unique
insights into your product or service/good and
overall business model.

Using the PPG Matrix as a guide can also uncover
the created value of your product, helping you
think creatively, come up with new ideas and
opportunities, and identify alternative markets.
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Impact of effective product
positioning and pricing on
your business

“In the positioning game you can't sit still. You must
constantly be alert to keep your position targeted to
today’s problems and today’s markets”

(Reis et al.,, 2001, p. 120).

Take the example of a coffee roaster currently selling
made-fo-order beverages through food service af their
cafe. They are now looking to value-add and enter the
retail market by launching a coffee concentrate product.

The concentrate may be manufactured using cost-
effective extraction methods, with beans from multiple
regions, positioning* it as a public good* (A).

o Excludability*: Low. Offered at a low price point
making it accessible to more consumers.

e Rarity*: Low. Low product differentiation and can be
easily replicated by competitors.

o Created value: Social value (through accessibility),
commercial value (through increased sales).

e Pros: Consumer expectation is met with costs
involved. It may be possible to launch products
with low risk, low investment, low-cost packaging,
minimal marketing. Return on investment will be
through consistent sales.

e Cons: Could lose market share when competitors
release products at a better price point or with
more appealing flavour combinations. Requires
continuous improvements to be cost competitive.

o Example: White label coffee concentrates.

* See Terminology section for explanation.
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Public Private Goods (PPG) Matrix
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The coffee concentrate could be made using a novel
extraction method that retains desirable flavours in the
concentrate, or by value adding* to create a ready-
to-drink canned product with a wide range of flavour
options, moving up the matrix (B).

o Excludability*: Increased.
e Rarity*: Increased.

o Created value: Reduced Social value (through
accessibility), increased commercial value (through
stronger product differentiation), potential for
environmental value (through sustainability and
community initiatives).

e Pros: New product position opens a new target
consumer segment, with new distribution channels
and retailers.

e Cons: Success would depend on rapid prototyping
and consistent engagement with consumers due to
the volatile nature of food and beverage industry.

o Example: Nescafe® coffee concentrates.

To shift towards a Common Good* requires increasing
rarity* while ensuring sustainable access. Practical steps
may include developing coffee grower’s collectives

or providing the concentrate to other food service
businesses.

Collective Goods™* present opportunities for creating
communities that receive other benefits from the
product. A subscription service that gives access to
exclusive blends or direct-to-consumer delivery options
would be examples of strategies which may be used fo
shift products fo this quadrant.

* See Terminology section for explanation.
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Public Private Goods (PPG) Matrix
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Utilising single origin beans (think fairtrade organic
Ethiopian Sidamo) packaged in premium glassware,
offering a luxurious drinking experience, moving further
up and positioning* itself as a private product (C).

o Excludability*: High. Offered at a high price point
making it a premium product or service.

e Rarity*: High. High product differentiation and
competitive advantage.

o Created value: Commercial value (through
increased price point), environmental value
(fairtrade and other certifications) and social value
(offering a luxurious drinking experience, offering
status support).

e Pros: Consumer expectation is at par with costs
involved. Launch may require with high investment,
and extensive targeted marketing. Return on
investment will be through delivery of consistent
product performance hinging on brand value.

o Cons: High rarity* could mean high risk, fough
competition and high barriers to enter, such as
ingredient costs, production costs and supply chain
issues. Private goods* may also require greater
intellectual property rights* to maintain exclusivity
and competitive advantage.

The product(s) offered by your business may fit into

one or more of these categories or may be within the
two other quadrants of the matrix. The products may
offer social, environmental, commercial value, or a
combination of the three. Using the matrix to identify
where your offerings fit will also allow you to uncover the
value(s) fulfilled by your product, potentially uncovering
new market segments or niches and adding clarity fo
your businesses purpose.

* See Terminology section for explanation.
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Public Private Goods (PPG) Matrix
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Businesses sometimes start with low excludability* and
low rarity* products, as they are also lower risk and
require smaller investments when entering new markets.
As the business grows, they may want to enter more
premium markets. In these instances, excludability*
and rarity* are both increased. In addition to aligning
product launches with the values to be generated by
the new product(s), also consider the level of rarity* and
excludability*. High rarity* often means smaller market
size, higher production costs and complex ingredient
supply chains and availability. By correctly positioning*
your product(s) within the matrix, you can identify the
right market for your business to grow. However, keep

in mind that the longer products remain in market,

the lower the accessibility and rarity* become. In

such instances, unless you can keep up with current
competition, your products could be replaced.

Now it’s your turn

Consider the four types of product or services within the
PPG Matrix.

Position current product offerings within the blank
matrix. Try to position future offerings based on values
(social, environmental, commercial) and expected rarity
and excludability*.

*

If you have a product portfolio, are you able to identify a
pattern, common values shared between your products
and current markets. Are there untapped markets for
one or more of these products?

* See Terminology section for explanation.
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Public Private Goods (PPG) Matrix
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Key takeaways
This guide unpacked:

o Important factors that may impact how you
choose to position and price products or
services within your portfolio.

e Practical examples on how to position products
within the Public Private Goods Matrix to
uncover customer insights, improve product
lifecycle and manage risk.

o Different forms of value that can be created by
your product or service for your customer(s) and
how to use the matrix to identify them.

o Aspects to consider when setting long-
term goals for your business based on the
positioning™* of existing and anticipated products
in the matrix.

Further information

To know more about product positioning* and
pricing using such tools, search for the following
terms: Product positioning*, Rarity*, Excludability*,
Public product or service*, Private product or
service*, Commodity, Luxury product or service.

* See Terminology section for explanation.
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Terminology

Collective goods: things that only certain people (like
members of a group) can use.

Common goods: products or resources that anyone
can use but using them reduces availability.

Excludability: the level of accessibility fo a product or
service.

Intellectual property rights: legal rules that help
people or companies own ideas, inventions, or brands.

Positioning: giving customers a clear idea of
how your product stands out when compared fo
competitors.

Private goods: products that belong to one person
and disappear or run out after being used.

Public goods: things that everyone can use, and one
person using them doesn'’t stop others from using
them too.

Rarity: the volume of similar products and perceived
competition in the relevant market.

Value adding: features, services or improvements
that increase a product’s perceived value, enabling it
to sell above production cost.
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