
Grow your profits
Price Optimization yields profit increases… here’s how



Price Optimization = Larger Profits

• Price is the MOST powerful lever affecting profits

• Technology advances bring Price Optimization within reach

• Common Problems and Strategies

• How to get started with Price Optimization



The Business Case
Give me a lever long enough and a fulcrum on which to 
place it, and I shall move the world.

Archimedes



What is Price Optimization?
Source (with edits):  https://en.wikipedia.org/wiki/Price_optimization

Price optimization is the use of mathematical analysis to determine how customers will 
respond to different prices for its products and services through different channels.

It is also used to determine the prices that the company determines will best meet its 
objectives such as maximizing operating profit.

The data used in price optimization can include survey data, operating costs, 
inventories, and historic prices and sales.

Price optimization practice has been implemented in industries including retail, 
banking, airlines, casinos, hotels, car rental, cruise lines and insurance industries.

Why not the food industry?

Simply put, Math + Data = Profits

https://en.wikipedia.org/wiki/Price_optimization


The Price Waterfall Chart 



Levers that drive profit 



Risks associated with Price Optimization

Short-term risks (may be required)

• Testing consumer response at various 
price points

Long-term risks

• Leaving profits on the table

• Reduced Profits from suboptimal 
pricing

• Changing a strategy that works



The Technology Case
We always overestimate the change that will occur in the next 
two years and underestimate the change that will occur in the 
next ten. Don't let yourself be lulled into inaction.

Bill Gates



Technology is transforming business

Desktop analysis tools

• Data Visualization (QlikView, Tableau, etc.)

• Machine learning languages (Python, R, etc.)

Cloud platforms and services

• No capital expenditure

• Pay by the minute

• Amazon (AWS), Google, Microsoft (Azure), SAP

Large Data Sets

• Historical Transactions

• POS (Point of Sale) data

• Competitor pricing data

• Survey Data



The Strategy Case
Never interrupt your enemy when he is making a mistake.

Sun Tzu “The Art of War”



Common Pricing Strategies

Segmentation

• Location, Offering, Time/Season, etc.

• Customer type or volume

On-line vs. Retail or hybrid mix of both

• Amazon/Whole Foods/Prime

EDLP – Every Day Low Price

• Requires buying power and market surveillance

Product Innovation

• Modify packaging for size, convenience, tastes

• Innovate around prepared products

• Smooth out cycles in commodity markets

Avocado growers face surging demand for 
healthy fats.  WSJ – 2/25/2019



Common Problems

Don’t fix a strategy that is working

• Reducing marketing costs may hurt your brand

• Personal relationships are assets that require 
support, not costs to be cut

• Your price increase may impact distributor profit

Defend against store and in-house brands

• Switching costs are high

• Quality/taste perceptions change after switching



The “Getting Started” Case
Never interrupt your enemy when he is making a mistake.

Sun Tzu “The Art of War”



Getting Started

Remember:  Data + Math = Profits

• Start with the data you have on hand

• Free and open market data, weather data, etc.

• Low cost/No cost analytic tools exist today

Talent – Grow your own or augment your team

• Data scientists are analysts who apply complex 
math to data to optimize results

• Data scientist “in the box” solutions exist

• Available internal resources may be a constraint

Build analytic capacity incrementally

• Use early successes to justify more investment

• Time, focus, and executive support are required 
for success
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