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Abstract The efficiency of operational activities of business entities and
the formation of positive financial results depends on the volume of production
and sales. The increase in profit is inextricably linked to the cost of production

and the price of the product.

The purpose of this article is to evaluate the newly developed products in
business entities based on the technical and economic parameters of the product,
the interests of consumers, their wishes, the market price of the reference
product, and the conditions developed by the author. Integral methods, surveys,
data grouping, and logical analysis methods were used in the calculations. When
choosing a product, buyers choose more cost-effective products. Another feature
of customer selection is that it compares the price of the product being
purchased with the price of the best (reference) product on the market. The
article provides analytical solutions for the calculation of the assessment based
on these conditions. Comparing the technical and economic parameters of the
product, the concept of pricing a new type of product is developed based on the
indicators that customers pay the most attention to and the efficiency of use of
the product is 5% higher than its price. In the calculations, only the technical and

economic parameters of the product are obtained.

Key words: price of product, parameters (options) of product, technical
parameters (options), economical parameters (options), pricing policy,

formulation models of price
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The efficiency of operational activities of business entities and the
formation of positive financial results depend on the volume of production and
sales. The increase in profit is inextricably linked to the cost of production and

the price of the product.

Please imagine, if economists in any business knew exactly what the
future holds, they would have made the perfect business decisions and
maximized their profits. | will give an example to convey our idea more fully.
For example, take the restaurant business,. If its owners knew exactly how many
customers come every evening, as well as the number and type of meals they
can order, they would have achieved the minimum of costs, the maximum of

profit.

Today, cost optimization in all enterprises is made on the basis of
approximate calculations in relation to the volume of production and sales. In
doing so, the approximate calculations are based on statistical data and
experience from the previous period. While economic analysis in enterprises
cannot replace accurate data, it is very useful in finding answers to questions
about various management decisions and their consequences. One of the most
important questions we need to answer when running a business is “How many
products can we sell?”. Of course, during the the answering to this question,
determines the volume of production of the product, which in turn determines

the amount of costs incurred.

The above-mentioned model of analysis of the operational activities of
enterprises is called "Cost-volume-profit* (CVP-analysis) analysis. CVP
analysis is primarily aimed at assessing the impact of operating activities on an
entity’s financial results. The reason we focus solely on sales volume is that at
the time the product is sold, the price of the product will be variable, although
materials and labor costs are usually known with a certain degree of accuracy.

Therefore, product profitability in the short term often depends on price.
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There are many theories and models of price formation in product
sales volume analysis, and manufacturers can apply the necessary methods in
pricing based on industry characteristics, product range, market structure, and

other indicators. We will focus on some of these models and theories.
1) Model by Bertrand.
2) Model by Nash

3) Cost approach model. Enterprise costs + corporate profits at a

certain percentage = Price

4) The model of value theory. Enterprise costs + corporate profits at

a certain percentage + customer interests and achievement = Price

In developed Western countries, one of the most important priorities in
the field of marketing is to conduct research in the formation of prices, taking
into account the interests of consumers. Among the economists who have
conducted successful theoretical research in this area are Thomas R., Bernstein

L.A. and Savitskaya G.V. such as scientists.

The buyer compares the price of each new product with the price of this
type of reference product on the market. The first condition of the model we
offer also depends on this factor: the price of the product we produce should
never be higher than the price of the reference product. Otherwise, the buyer
will definitely choose a product that has been consumed in advance and is
considered a benchmark in the market. Once we ensure price uniformity, our
assumption that the previously mentioned product should have a certain (higher
than 1) efficiency relative to another product justifies itself (Klichev, 2014).
That is, to attract a customer to a new product being manufactured or to
convince a customer, our product must have an efficiency of at least 5% relative

to the reference product.
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It is advisable to approach the formation of product prices from the
consumer's point of view (Klichev, Choriev, 2021). According to the consumer,

the purchased product must meet the following conditions:

Product consumption efficiency o1
Price of product

Product consumption efficiency > Price of product

At first glance, this approach may be understandable to all, but it is a bit
of a complicated process to express the efficiency of using a product in exact

numbers to make accurate calculations.

According to the manufacturer, the efficiency of use of the product
depends on its technical parameters. But in the opinion of the consumer, the

efficiency of using the product should consist of the following components:

- one of the technical parameters of the purchased product should be
a priority (at the consumer's choice);

- the priority indicator should not be less than the same indicator of
the reference (best on the market) product;

- the price of the product must be lower than the price of the
reference product.

Summarizing the above points, the following conditions must be met for

the price of the product to be formed as a price in the market:
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The efficiency of the product should be 5% higher than other

similar products;

The price of the product cannot be higher than the price of the

reference product in the market provided 5% efficiency 1s
available.

[ ]

Figure 1. Conditions to be met for the formation of product prices

in the proposed model.

Based on the above conditions, we must consider the economic and
technical parameters of the product in order to form an estimate using the
proposed method. In general, the parameters of the product are many (Table 1),
which parameter the buyer prefers depends on his socio-economic status. In
countries with high living standards and incomes, the priority in the procurement
process is given to the technical, ergonomic and aesthetic parameters of the
product, while in countries with relatively low living standards and incomes, the

priority is given to economic parameters.

Table 1: Parameters of product

Parameters Essence

Technical parameters ~ The composition of the product, the technical and
technological level of its production and use, as well
as the service life are considered.

Economic The price of the product, the level of service for

parameters the product, its volume and quality are considered
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Ergonomic The suitability, convenience and usefulness of the
parameters use and consumption of the product for the human

body will be considered

Aesthetic parameters The appearance of the product, its suitability to the
taste of the buyer, the degree of completeness of the

product are considered

Normative The degree to which the product meets applicable
parameters international regulatory parameters and standards
(1SO) will be considered

In addition to increasing the company's profitability, an effective
valuation policy has a positive impact on the growth of its business activity
indicators, including quantitative and qualitative indicators of the company's
operational efficiency. The importance of free evaluation and assessment of
business activity of the organization in the context of high competition is of
particular importance in the study of its financial condition, the formation of a

strategic plan and development prospects. (Klichev, Tulaev 2021)

According to marketing research, 60-70% of consumers choose
depending on the technical and economic parameters of the product. That is, the
efficiency of using the product should be higher than the price of the product.
Therefore, in our proposed method, the technical and economic parameters are
studied, and according to the degree of compliance of the product with these
parameters, the ratio of new product to standard product, group and integral

indicators are determined in the price formation process.

The ratio of a new product to a reference product (g) is determined by
the ratio of the technical or economic functions of the product to the same

function of the reference product:
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Here are:

g - the ratio of the new product to the reference product;
F, - parameters of new product;

F, - parameters of reference product.

The overall indicator (G) is the product of the ratio of the new product to

the reference product (g) and the customer choice indicators (a).
G=g*a

Customer choice indicators (a) are the ratio of the total useful workload
of a product (100% or 1 coefficient) distributed over parameter indicators. That
is, the consumer determines which function of the product he is buying is the
main one for him and gives a greater coefficient to this function, while the
remaining functions are given a coefficient in the same way. This process can be
done by conducting a survey among the population in the centers and markets

where home appliances are sold (Table 2).

Table 2: The recommended survey form in determining the indicators of

customer choice

Dear consumer!!!
Please take part in our survey.

Remember, your opinion important for us in
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providing the the increase of product
competitiveness based on consumer interests and
requirements as well as the optimality between

product quality and price

1. Which of the following 2. Which of the following
technical parameters is economic parameters is important to
important to you when you you when you buy a refrigerator

buy a refrigerator

Full size Price
Total capacity Warranty service life
Freezer Daily electricity consumption

Freezing capacity level

THANK YOU !

Service life For participating in the survey

Maxium tempurature of freezdr,
°C

According to the results of a survey conducted in April 2022 in the
shopping center of the private enterprise "Tashkent Trade Center" (formerly
"Abu Sahiy") in Chilanzar district of Tashkent with the proposed form (Table 3).
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Table 3: Results of a survey conducted to determine the indicators of

customer choice

Indicators Out of a
every 100
people

According to technical parameters they consider

important:
1. In full size 20 people 0,20
2. Capacity of general camera 22 people 0,22
3. On the freezer 20 people 0,2
4. In terms of freezing capacity 18 people 0,18
5. In terms of service life 12 people 0,12
6. According to the temperature of the freezer 8 people 0,08

According to economical parameters they consider

important:
1. price 50 people 0,5
2. According to the term of the guaranteed service 25 people 0,25
3. In terms of daily electricity consumption 25 people 0,25

Based on the results of the survey, companies can also determine which
parameters they will prioritize in the implementation of structural changes in
future products. If we look at the results of the survey on economic parameters,
50% of consumers consider the price category important for themselves. This
fact once again proves the relevance of research on product pricing.
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Today, when consumer interests take precedence, there are several
shortcomings in pricing based on the models mentioned in the introductory part
of our article. In particular, Bertrand's two-way game model, Nash's fair
distribution model, and cost approach models are theoretical solutions, and
failure to take into account the wishes, desires, and interests of buyers may lead

to the price not being accepted by the buyer in the market..

Although the value theory of pricing assumes that the interests of the
consumer should be taken into account, the lack of theoretical or practical
suggestions on how to implement it is recognized as a shortcoming of this

method.

In the practice of Uzbekistan we can observe almost the same approach

to product pricing, namely:
Product price = Cost + a certain percentage of company profit

The main disadvantage of this method is that the pricing does not take
into account such factors as the price of the competing (or benchmark) product
and the choice of the buyer. In our opinion, the application of this method in
pricing may affect the inability of the product to compete in the market and to be

left out of the buyer’s choice.

Owing to marketing globalization and increasing technological changes,
the number of competitors and new sources of value for customers has increased

which not necessarily led to rises in profit for the producers (Nagle, & Miiller,

2017).

In today’s modern economy, Cooper and others (Cooper, R. 2018) argue
that production and its structure are the only tools that lead to the success or
failure of pricing. In support of this idea, we can emphasize that the leaders of
international organizations and concerns should not take price decisions as a

means of increasing profits (Klichev, 2022).
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Manufacturers and buyers have different attitudes towards product
prices. If the price of the product is set by the manufacturer with a maximum
limit that increases the profit, it is natural for the buyer to consider the price of
the product as the minimum cost. In their work, R. Thomas and L.A. Bernstein
argue that a price formed on the condition that a product has a certain efficiency
relative to another product can be formed as a price in the market. However,
neither these scientists nor the theories used in the formulation of the assessment
presented in the introductory part of our article provide a model of assessment

using exact calculations.

From the above calculations, it is clear that if we set a price of $ 550.8

for our new product of brand "A", we will fully meet the following conditions:

* The price of the reference product was taken as the basis for the

formation of the price for the new product.
* 5% efficiency of our new product compared to the standard product;

* In addition to having a 5% efficiency, our new product was priced at $

49.2 less than the standard product price on the market.

In general, we can say that the price formed by this method, which we
offer, will undoubtedly be accepted by the buyer in the market. Businesses may
set a higher price cap in order to increase profits in the future. This requires the
necessary analytical work on economic parameters (for example, by extending
the warranty service life of a new product, it is possible to increase the price by

a certain amount, while maintaining 5% efficiency over the reference product).
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