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Price Analytlcs D
» Understanding How pricing |mpacts

revenues and profitability Is one of
the most important issues faced by
mangers.

« To do so, mangers need to
understand how consumers
willingness to purchase changes at
different prices levels and how these

changes impact profitability.
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Price Analytics
Demand Curves

Used to estimate price that should be charged for maximum
profits

The best price for a product maximizes margins — not unit sales

12 units * S5 = $60
50 units * 1 =550
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Price Analytics

Case : Transform Printers

thought of starting a company
providing excellent quality printers
With time many new players have

Mr. Sailesh Mahadevi

This lead to increase in the

emerged competition in the market

TP has always beat the competition  qever, the time does not remain
by the quality of its products constant. With the changing time,
Quality is no longer a competitive all the major players have acquired
advantage for TP competitive technology for high-
With the 1% change in prices the ~ quality printing.

demand changes by 2%. As a result, TP has to lose a major

: : chunk of its market share to Iits
Current demand for printers is 5000 competitors What is the best price o

units at price of $_75 _ _ charge for a printer to
The average cost incurred in producing a maximize the profits?

prlnter IS apprOXImate $59 Indian Institute of Management (IIM),Rohtak
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Price Analytlcs
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Price Analytics

Case :Part2
The competitors have reduced the pMr. Mahadevi is unable to

price of a printer to $55,which is ynderstand how the competitors
far better than the price of TP can cover up the costs of

printers production for printers

Mr. Mahadevi called up a meeting They decided to analyze the

of the management team and competitors’ products and business
discussed all the concerns and meet again after finding some

of the possible sources of funding

In next meeting, It came _to light On further analysis, they found that
that almost all the competitors are e :
: ) the average lifetime of TP printers
not In the business of . :
manufacturing printers only. Most | three years while the mean
J p Y lifetime of a cartridge is six months

of them manufacture and offer
. : and customer buy more than one
printer cartridges as complementary :
cartridge

products

Indian Institute of Management (1IM),Rohtak



Price Analytics

The production set up for cartridges do
not require much effort and cost
because the resources used are almost
similar to those needed for
manufacturing printers. The average
cost of producing a cartridge is $4 only.
It is sold at $16 per unit in the market.

As the earnings per unit are significant for
cartridges, so, Mr. Mahadevi is thinking of
producing cartridges as well. Can this be an option
for fighting the competitors in printers’ market?

Check feasibility of this option?

Indian Institute of Management (1IM),Rohtak
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Price Analytics

In situation when you do not know the
price elasticity for a product or do not
think you can rely on linear or power
demand curve.

Determine a product demand curve IS to
Identify the lowest price and highest price
that seems reasonable. (ref: power pricing
book by Robert Dolan)
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Price Analytics &
As per Robert..
Demand = a(price)?+ b(price) +c

Example:

Suppose that a drugstore pays $0.90 for each unit of
chapstick it orders.

The store is considering charging from $1.50-$2.50for a
unit of chapstick.

It thinks that at a price of $1.50,it can sell 60 unit per
week, at a price of $2.00,it can sell 51 unit per week. at a
price of $2.50,it can sell 20 unit per week.

To Determine what price the store should charge for
chapstick .

Now we go for performing through excel
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Price Analytics
Enter unit cost
Enter different prices in different cell

unit cost 0.9

price demand
low price $ 1.50 60
medium price $ 2.00 51

high price $ 2.50 20

Indian Institute of Management (1IM),Rohtak



S s o 200~ oW

Price Analytics

B C D E

unit cost 0.9
price demand

low price 9 1.50 60
medium price 9 2.00 51
high price 9 2.50 20
price 9 5.00 |
demand
profit 5 -

Indian Institute of Management (1IM),Rohtak



Price Analytics

PivotTables Pictures @+ =10 o Charts @ =T - \iow Loss
Tables lllustrations Apps Char Scatter Sparklines Filters
art 1 v Je R RPN I
(] O 0.. ‘ o o'i \—
A B C D E F G J K L \
; ) Scatter
unit cost . 0.9 | Use this chart type to:
price demand ¢
| - 150 60 » Compare at least two sets of
ow P"ce : $ ' By Values or pairs of data.
m_Ed'u"_] price 5 2.00 51 » Show relationships between sets
high price $ 2.50 20 \J of values
: 70 Use it when:
price $ 5.00 2+ The data represents separate
demand 60 measurements,
profit $ -
50 .
40
30
20 ¢
10
0
5 50.50 $1.00 $1.50 52.00 $2.50 $3.00
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30

40

30

20

10

Price Analytics

Format Trendline v X
TRENDLINE OPTIONS ¥
OO M

demand + Logarithmic 4

® Polynomial  Order 2

0
Power
o =
y Moving .
Y Average
Trendline Name
] 0 Automatic Poly. (demand)
y=-44x2+136x-45 0
Custom
Forecast
Forward 00 periods
50.50 51.00 51.50 52.00 52.50 53.00 Eackward 00 periods
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Price Analytics

oard I FOoNtT
- < v Jx =136*C9-45-44*C9"2
B c D
unit cost 0.9
price demand
low price $ 1.50 60
medium price $ 2.00 51
high price $ 2.50 20
price I $ 5.00 I
demand |=136"C9-45-44"CO"2
profit $ (1,906.50)

Indian Institute of Management (1IM),Rohtak



Price Analytics

Enter

Solver Parameters § - r i '
Set Objective: | ~
To: o Max ' M ) yalhue Of: o
By Changing Variable Celis:
Sybject to the Constrants:

) o s .

Reset Al
- Load/Save
V| Make Unconstraned Vanables Non-Negative
Select a Sobving Method: GRG Nonlinear '~ Options ]
Solving Method

Select the GRG Nonfinear engine for Solver Problems that are smooth noniinear. Select the LP Simplex
m&rmw.mmnmmm&mmuzae
non-smooth.
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Price Analytics

Set objective: profit value
By changing :trial price value
Subject to the constraints : prices between 1.50 -2.50

C A B C D
1
2 unit cost 0.9
3 price demand
4 low price $ 1.50 60
5 medium price $ 2.00 51
6 high price $ 2.50 20
7
& 7
9 price $ 2.04
10 demand 3 49.40 6
11 profit d 56.24
12 5
13
14 4
15
16 ’

Indian Institute of Management (1IM),Rohtak



Case: Suppose it costs $250 to produce a video's?
game console. A price between $200 and $400 is
under consideration. Estimated demand for the
game console Is shown in the following table.
What price should you charge for game console?

$200 50,000
$300 25,000
$400 12,000

Indian Institute of Management (I1IM),Rohtak



demand
6.00E+04

5.00E+04 .
4.00E+04
3.00E+04
2.00E+04

y'= 0.6X2 - 550X + 136000

0.00E+00
$0.00 $50.00 $100.00 $150.00 $200.00 $250.00 $300.00 $350.00 $400.00 $450.00

Indian Institute of Management (IIM),Rohtak



<l

Font M=

Alignment

S =0.6*D12/2-550*D12+136000
C D E Fo
Xbox
Unit Cost S 250.00

Console Price demand
5200.00
5300.00
5400.00

Console Price

S.00E+04
2.50E+04
1.20E+04

5600.00

Console

Demand

$22,000.00|

Console

Indian Institute of Management (I1IM),Rohtak



Jfe =D15*(D12)

L

Nbox
Unit Cost s

Console Price demand
S200.00
S300.00
S400.0:0

Console Price

Console
Demand

250.00

S.00E+04
2.50E+04
1.20E+04

S600.00

522 _ 000.00

Console

Fevenue

$13.200,000.00|
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~—" 5 =D15* D
- o
o 1 1
TUmnit Cost |_ = 2S50.00 l

Console Price
S200..00
S300 .00
S400.00

Console Price

Console
Irerwearmd

CConsale
Fewernime

demuamd
S.00E+0O4
2. 50E+04
1. 20E+04

Soe00. .00

$22.000.00 |

S15. 200 00000

Console Cost

=—I»AS=1Ir4
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—CFraL
j.‘l"

L

o o T T
MTeeiE Cosit

Comnsole Price
S2Z2000 0D
SS3000 o OnDe
=400 D

CConsole Price

Comsole
I =l
Comsoaole
Fesw cmime

Comnsole Cost

Total Profitc

=Dil1se-D17F

FAIICJrirrveErn

dermyarmd

250 00D

S0 EL O =4
2. S5S0E.+0D-4
A 20E.+O-4

Sa Ol O

S13.200.,000.00 |

S22 .000.00

55.500.,000.00 |

|—m16-117

Indian Institute of Management (I1IM),Rohtak




Solver Parameters

Set Objective: $D$19 E

Al

To: (®) Max () Min () Value OFf: 0

By Changing Variable Cells:
$D%12

L]
ol

Subject to the Constraints:

$D%12 == 400 Add

$D$12 == 200 —
Change

Delete
Reset All
Load/Save
|:| Make Unconstrained Variables Non-Negative
Select a Solving Method: GRG MNonlinear ~ Options

Solving Method

Select the GRG Monlinear engine for Solver Problems that are smooth nonlinear. Select the LP Simplex engine
for linear Solver Problems, and select the Evolutionary engine for Solver problems that are non-smooth.

Indian Institute of Management (I1IM),Rohtak




Textto Flash Remove  Data  Consolidate What-If

Other  Existing | Refresh 2| Sort  Filter

es~  Connections Al Edit Links ¥ Advanced  colymns Fill - Duplicates Validation * Analysis *
Il Data Connections Sort & Filter Data Tools
: Solver Results X
fr | =D16-D17
B C D | Solver found a solution. All Constraints and i
optimality conditions are satisfied. Reports
Xbox _ Answer
Unit Cost ~ $ 950.00 ® Keep Solver Solution Sensitivity
Limits

(O Restore Original Values

Console Price demand

§200.00 3.00E+04 [ Return to Solver Parameters Dialog []0utline Reports

$300.00 2.50E+04

$400.00 1.20E+04 )
OK Cancel Save Scenario...

Solver found a solution. All Constraints and optimality conditions are
Console Price $400.00 satisfied.

When the GRG engine is used, Solver has found at least a local optimal solution. When
Simplex LP is used, this means Solver has found a global optimal solution.

Console

Demand $12,000.00 |
L 50,00 550,00 $100.005150,005200.006.250.005300,005350.005400.005
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Revenue Analytics

Segmenting Customers to
Maximize Revenue



Revenue Analytics
Example: Malaysia Airlines Flight 19

Valuations effectively the same as points on the demand curve

Calculate demand by finding number of people who would buy
tickets at each price point

5463 5732

$569 §701 3
o Ton malaysia

719 <607 ailines

$758 $685

Indian Institute of Management (I1IM),Rohtak



Revenue Analytics

|E| H9-0-|= Bookl - Microsoft Excel = @ 2

Hama Insert Page Layout Farmulas Data Review Wiew Developer Add-Ins £ 9 = [ E

= Cut P g FEf E AutoSum -
=| o Cu Calibri 11 - A s ¥ | SFwiop Text General - % J#j ‘Q Ejj HaUm AT lﬁ
23 Copy v ’ J. Fill =

Faste ) B ru- - M. A = T GdMerge B Center= § = U » | %2 00 Conditional Formst  Cell  Iniem Delet2 Format Sorté Find &
o Format Painter = e - i R Merg ' W omatting T asTable T stylssT v r - &2 Clear=  Fitter = salect+

Clipooard ] Font ] Alignment W M ber r] Styles Cells Editing
12 -

111
il
it

v [0 =

Enter fare valuations
from passenger survey

B B |||~ ;| | =

SEEERERERE

[
Ll

|24
i 4 ¥ | Shearl - Sheets  Sheet3 ¥4 . 4 Il
[

=1 Eo@w=c 0 &
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Revenue Analytics

|I|| H9-0-|+ Bookl - Microsoft Excel = B ==

“ Hama Insert Page Layout Farmulas Data Review Wiewr Developer Add-Ins 43 9 = B EE

oy [} | ] Pt - B

Cut E Autos

f & Cu ® = Wiop Test Feree] . Ll_tj & b (=] ir | utaSum "';-h lﬁ
3 Copy 7 = L ic g F A

Faste . B I U Ay - A i= i= | B Merge & Center q [ T 0 .00 [ Condifional Format  Cell niert  Delete Format Sorm & Find &
r  <f Farmat Fairtzr = - T B Merge ) : W0 Formatting * as Table - Styles < Clear - ELLERRRSBIE I

Clipgoard ] Font Alignmant Ml her Styles Cells Editing
~COUNTIF|SC32:5C51,">="8C2)

1A

v [ =

Accept formula

Enter demand summing formula:
» =COUNTIF($C$2:$C:$11,“>="8&C2)

|24 ]

4 4 » K| sheatl ‘sheetz -'sheetd . - []4] i 90
| Edit |ﬂ| |EEE s (- ———
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Revenue Analytics

|I|| HO-0- |5 Bookl - Microsoft Excel = @ 2

Homa Insart Page Layout Farmulas Data Review View Developer Add-Ins £ 9 o [ 2
ﬁj ‘?"‘c”t Calibii -1 - AN =% Siwerre Genenal - & J#ﬁl m ;E- ;_ﬁ“ m Z Autosum - ‘%T lﬁ
23 copy v - - ] Fmn -
™ o | B 7 00| G (A SEF | FE Buegenomr 4040 (45 oo e g e o v g, 10 100
Clipboard Iy Font [ Alignment il Wumber Iy Styles Cells Editing
A2 - Je  =COUNTIF(SC52:50511,"="&C2) v
A B C D E F G H | ] K L M N O P a R 5 ?
1 sample D Price B
|2 £ 5463
[ 2 569
| 4 457
3 3
. ]
|7 §73
| 8 s701
3 5746
‘10 5607
B $685
[12 E
13
. 14
15
[ 16
|17 == dliiddie al DULLU : L L) d LE -
13
|13 Nr- : a’]e
[ 20
[21
22
E
[ 24 3
[ 4 » ¥ Sheetl ‘Sheat? ‘Sheets i - 4] I » [l
| Drag OLTSIE S#IBCTION [ xténd series of Flf dra INsiae fo diear |EEm e c-—0—&)

=
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Revenue Analytics

P R RN Rt Bookd - Microsoft Excel o @
Homa Insert Page Layout Farmulas Data Review View Developer Add-Ins & 9 = [
e — B . B4 - &
& Cut ‘A T ; Wrap Text General . 'Tlﬂ i ,_ == T E AutoSum & [ﬁ
23 Copy = & == = ¥ Fil L
Paste ) B I U My . A = = = | i€ == | B Merge & Conter g %, v | =2 .8 | Conditional Fommat  Cell nsert Delete Format | SOt & Find &
J# Farmat Pairter - N Metg = ™ | Formatting T as Table * Styles G Clear=  Fiter- Selectw
Clipboard I Font Alignment MNumber Styles Cells Editing
ooB (" K *
A B ¢ N 0 P Q R s i

sample D Demand  Price E

1

Fi 9

3 Z
EI - Accept formula

5 4
. b 1

7 3

8 5
9 2

10 7
11 6

12 c =
13 Enter market adjustment formula:

& =A2*50
16
7
|21
23 because this is 2 parentage of your demand ,multiply the previous demand estimate by 50.
24

! -
4 1 » ¥| sheatl Sheetz ‘sheets %1 - []4] Il » [T
| Enter | = | |EE O s (-——
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Revenue Analytics

|I|| Ho-0-|= Eookl - Microsoft Excel = [ 5
Hame Insert Page Layout Formulas Data Review View Developer Add-Ins £ 9 = R
_—— | S )
Cut - — E v ) H E Autas
) & Cu Calibii -1 -] === ¥ Siwen T General - % J% & E'- Q‘ EE?H sreum ‘%T lﬁ
23 Capy ~ ' ] Fn -
Paste ) B IO~ i~ M~-A =E== | &S Merge & Canter = - » | %4 00 Condtional Format  Cell  [nsert Delete Format Sort & Find &
» I Famat Fairter - - = - - ~-'= = @ _ ¥ % el Formatting  as Tabla » Stylas = ’ r v &2 Clear - Filtar = Salect =
Clipboard ] Font ] Alignment 3 i her ] Stles Cells Editing
B2 - Fe =AZ*50 v
' =
A B C D E F G H I J K L M N o P Q R S

sample 0 Demand  Price

9 430
g
10

1
2
3
4
5
lﬁ
7
8
9

:lﬂ
X
n

o oe] R3O CA L e [

£ Select handle at bottom right of formula cell, then

24

drag down

M 1 r K| Shaatl - Sheet? - sneetd %1 -

| Drag outside selection to extend ceries ar FIll drag inside ta dear

|:|| | 1] ki
||§]IEE| 100 (=—(1—(+) "

——— — —————————— —————— ———— ==
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Revenue Analytics

|I|| HO-0-|s Beokl - Microsoft Excel = @ =2
“ Homa Insert Page Layout Farmulas Data Review Wiews Developer Add-Ins £ 9 = [F E
=~ _ ) ] | == -
B & Cut Calibr A T=lm e | SiwenTe General . % J#ﬂ .jg E- ;:f EEH E Autzsum ‘%T lﬁ
33 Copy + : = ¥ Fur-
Paste ) B 7 U- s A EE = iEE EM B Center = - =2 .0 Conditional Format  Cell nselm  Delet2 Format Sart & Find &
+ < Format Painter = - A-| S5 F FF EMuged i $ % 0 @ s Formatting * as Tabla» Stylass v * . & Clear~  Ryter~ seleere
Clipboard I Fiint I Alignmant 3 il miher I Shyles Cells Editing
B2 - k=750 v
A | B ¢c | oD E F G H I ] K L M N 0 P Q R s =
| 1 |Sample D Demand Price B
|2 9 450
RN B
4 1] 500
|5 ] 4 200
[ 5] 1 0
AN B
8 5 230 L
S o wm Select cells containing
10 7 350 3
I e demand and price data
12| =
|13
.11'1
|15
116
|17
_18
|19
|20
E:]
|22
|23
|24 -
I 1 » ¥| Sheerl ‘sheets - sheetd - %1 - []4] il 4]
| Ready | [ | Average: 45935 Count: 30 sumzizr |EE|E @ aoes (-——(—H)
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Revenue Analytics

|I|| HoO-0- = Eeokl - Microsoft Excel = @ 52
Mme Insert Page Layout Farmulas Data Review View Developer Add-Ins & 9 o 2
= & =5 T 1 o [lar, | #° - - - =l Wordart -
DEHEHHEPR ¢l ivoS&=Q vux 5 @z TQ
FwotTable Table | Pdure Clip  Shapes Smartarm Screenshot | Column Ume  Pe  Bar  Area |Seatter| Other | Line  Column Winyloss | Sheer | Hypenink  Text  Header ) Equation Symbol
r At " - r r v b * |~ |chars~ Bor & Footer ' Chject v
Tables TNustrations Charts Sratter parklines Filter Links Texl Symbols
B2 - Jo =AZ50 o o|([|3gp] v
A B | C D E F G H i K L M N 0 P Q R 5
1 |sample D Demand Price 0 Il
2| g 450 5463 s }c\i
3 g 400 = L=
4| 1] 500 545
5 200 57
6 | 50 57
7] 150§
8 B0 5w
9 100 57
10| 350
1|
1 3
13
lld
15
16
|17
= Choose “Scatter With Only Markers”
|20
(21
22
ES
2 J
M 4 » k| Sheatl Sheet? Sheets ) 4] T vl
reagy | 73 | Average: 453,35 count 0 sum:ziE (@O s (<)
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Revenue Analytics

EH®D-0-|+ Bookl - Microzoft Excel Chart Taols = B =
Hame Insert Page Layout Farmulas Data Review View Developer Add-Ins _Design_‘ Layout Farmat £ a = R
H == '] ' ' * s s % [m
ﬂ *I Sl ||| =g oo R * * + * * * L I 5
Change  Save As Switth  Select ||| ——= L \ * + * + L ] | Move
Chart Type Template | Row/Column  Data - Chart
Type [ Data | Chart Layouts | Chart Styles Lacation| |
Chart 1 - ( Jx | =SERIES(,Sheet1!5B52:58511,5heetl!SC52:50511,1) v
A B ¢c | o | E F | & Ho| b |k | L | m | N o | P Q R s |
1 Sample D Demand Price B
1 el 450 S463
2 g 400,  S569
4 10| 500 5457
|5 | 4 200 5719
[ 1 50 5758
7 a0 573 T
8 5| 00 5Tl 5700 J—%
9 2 100y 5746 " v ~ A a7 [Seriesl -
|9 | 5600 £ — =
10 73S0 607 - 3 BISE=S=EA-H-2-F
11 & 300 5685 5500
u e —
—— b i
113 ; Reset 1o Match Style Choose Add
14 =
. ' - - n
15 nght_cllck Dne Of the Change Series Chart Type.. -I-rendllr']e”l
16 Select Data...
Et data points J 30 ectation..
18] Add Data Labels
13 o 100 200 300 00 g AddTeEndiine..
ﬂ & Format Data Series...
2]
2
43 i
E .
4 4 » #| Shearl ~‘sheetz ~Sheet3 .~ *J - [al i |l
reaty | [ | Average 453.35 Count 30 Sum: 9157 |[@]|§EI] wes (- i
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Revenue Analytlcs

EEHD- -z Bookl - Microsoft Excel

Home Insert Page Layout Farmulas Data Review View Developer Add-Ins Design | Layout Format

7 = ' +| ’ * 3 s * s
ii IEI m (T el e R * + * . = . + |
Change SaveAi | Switth  Seledt | || == g + + + + & 4 4 | Move
Chart Typa Template | Row/Column  Data - ~| | Chart
Type Data Chart Layouts Chart Styles Locatian
Chart1 - Ie v
A B C D E F G H | ] K L M N o P a R 5 I?

1 Sample D Demand Price B

2 g 450 5463

3 g 400 5569 d 8389 07p
4 10 500 57
|5 4 20§13

] 1 30 S758 |

7 3 10§72 3300

8 5 250 5701 800 —';
|9 1 100 5745 5700 - 4+,

10 7 350 S607 "
1 6 200 $685 500

Eln ] =

i; y * Seriesl
I #4007 — Linear (Series)

15 5300
|16 5200
E 5100

13
I 19 50 T T T |

0 100 200 300 400 300 GO0

|20 L J
E
|22

23
2 1
{4 4 » ¥| shearl ~sheetz ~sheet: ~J IER! Il 20
| Reaty = | Average: 45935 Count: 20 Sum: 9157 |§]|E| 0% (=———F) .

==
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Revenue Analytics

|E| HO-0-|= Bookl - Microsoft Excel = [@ =2
Home Insert Page layout Farmulas Data Review View Developer Add-Ins L4 9 o R £
= — E ] | o -
B & Cut Calibr -1 - AL E=l2 B Swete General . % J% E e Q“ m E Adtesum AT lﬁ
23 Copy ~ ) = [&] - Z
Paste . B ruo~-| i« h-A. E=E=|E:E Merge B Center = - =a 00| Conditional Format  Cel  [nsem Delet2 Format Sar & Find &
» s Format Painter = — | (| S @ S $-% 0 [%s Formarting * as Tabla = stylas = r T - &2 Clear - Filter = Select =
Clipboard ] Font I alignmant W MumDer 1} Shyles Cells Editing
015 - = I ®
A B C 1] E G H ] K L 1y} N o P 9] R 3 IEI
1 sample D Demand Price B
2| 5| a0 g Enter guess for
2 g 400 2569
4 W s s optimal single price
5 4 200 5719
6 1 50 ST58 ' ]
7 3 150 5732
8 3 230 ST0L
|9 2 100 576 5
1o 7 350 S607 N
1 6 00§68 3600
, ;; 500 y=-07055¢+ B3Rga * resl 3
| 400
14 Optimal Price: %400 ’ — Linear |5eries1)
e — =
16 5200
17 5100
13
| 19 50 T T T
I 20 0 100 200 300 200 SO0 600
B
2
|:
|24 3
i 1 » K| shearl 'sheat? ‘Sheet3 %1 - []4] Il 0
T EoOs=0_ 0 ®.
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Revenue Analytics

EEH?D-M-|= Bookl - Microsoft Excel

Homa Insert Page Layout Formulas Data Review View Developer Add-Ins

= M cut s .| = _ = B B - e B0 E AukoSum - &
11 - A s == “?" = Wrap Text General - 4 / 4 I f 138 lﬁ
43 Copy - 1= - R 4 S = | & Zl
Paste My A = = = | & iT | & Merge & Cante 8, s | =2 00| Conditional Format  Cel nsert Delete Format | SorE Find &
o Farmat Pairter LT i il Mesg o § ) = ™ | Formatting * 3s Tabla v Stylac G Clear=  Fiper- salegtT
Clipboard ] Fant Alignmant Miumbar Shes Cells Editing
DDB - (= X|¥ F15*E14 v
A B c L M N 0 p a R 5 =
1 [sample D Demand Price  [ENfEr =
1 g 450 5463
3 g 400 5569
L w 5w s Accept formula
|5 4 00  $719
B 1 50 758
7 3 150 §732 3500
8 5 250 5701 5800 Py
9 2 100 5740 s700 -
_lﬂ 7 350 607 N
kR 6 300  $685 3600
i: #500 ¥=-070930+ BIRgs o * seresl =
| S 400 3 .
14 Optimal Price; 3400 { ’ —Linear |5eriesl)
15 Demand: 55 330
E Revenue: =
|17
_lﬂ
(19
+ m .
21 Enter total revenue formula:
22
EE =E15*E14
B I
44+ M| Sheetl .“Sheet? ~Sheetd %1 - 4] m o T
| poirt ,E| | E5 B @ oo (- ——
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Revenue Analytics

II“A [ RN ] |: Eookl - Microsoft Frcel = = 5F
| File Hama a | Review  View  Developer  Addns & 9 = o
b ] nnections | xRl " Clear —1] m@mm = e € f_untu Analysis
—H v lwer Parameters G
From Fram  From From Qther ExIsting
Arcess  WWeb Tt SOUTCES Connecions 4
Get Extemnal Data 5516
- fo =E15*E14 v
= I'-‘I . IJ-'I |_'| ]
A B c D ® b OMn O Yeue OF R 0 P a R s =
1 |sample D Demand Price By Chenging Varlable Cels: N
2 El 450 2463 e
3 g 400 £569
4 10 500 5457 subject b the Canstraints: Tl CkEt P rice
|5 4 00 5719
i 1
7 3 1
S Choose GRG Nonlinear
o2 solving method
. 10 7
[11 &
(12 E
13
|14 Optimal Price: isdes Nonflegative
| 1= Demand: 5Select a Salving Method: R Moninear Zl Opiions
E Revenue: |5223
|17 Solving Methed
12 Eelect the GRG Morlinear engne for Salver Prablems that are emooth nonlingar. Select the LP Simpiex
| 19 engre for linear S3ver Procleme, and seiect the Buolutonzry engine for Sohver probleme that are
| rion-Emoth,
20
21
| 22 Help [ Salve =
= '
L -
4 1 » K| Shaarl ‘sheet? Sheetd %1 - []4] Il » [T

| Enter |E |

|EEE e o ——
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Revenue Analytics

EIHD-™-| Bookd - Microsoft Excel o B =
Mme Insart Page Layout Farmulas Data Review View Developer Add-Ins & 9 = B
T FEL FEN A T - Connect &cle =5 M G @LE TR 93 R i
32 L 3 BEemul@m Tie = 81 B B B W W a0
From  Fram  From From Other Existing Retrasn _T_ .. ijr sort Filter \;’ o Textto  Remore Datd Cansolidate What-If | Group Ungroup Suatotal o
Areess Web  Tewt  SoureesT  Conmections | ane 59 Edit Links S ddvanced | Cojumns Dupheztas Valldation * Analysis u r
Get Evtemnal Data Connections Sort & Filter Data Tools Cutling Iy Analysis
E16 . o =E15*E14 v
A B c D E F P a R 5 =)
1 |Sample D Demand Price §
2 El 450 2463
3 a A00 £569
[4 10 500 H57
|5 4 200 5719
& 1 50 5758
7 3 150 §732
& L] 230 S70L
9 2 100 745
10 7 350 S607
11 6 300  $685
[12 y=-070804+ 83893 o * rest 3
13
l14 Optimal Price: 4539 e — Linear {3erkes}
:15 Demand: 419 5500
E Revenue:
(17
18
:19
(20
[21
22 . .
E Optimized revenue: $251,340
24 L

M 4 » K| Shaarl - Sheet? - sneetd - %1 -

|:||| 1l

| Ready |

v
EOE s c—0—F)
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Revenue Analytics

Yield Management

Goal: charge a set of customers more for the same product to
increase revenue

ldeal (from the airline’s perspective): charge rich people and
desperate people more money

Doing that’s illegal (at least in US and EU) — discrimination

Legal method: yield management

Indian Institute of Management (I1IM),Rohtak



Revenue Analytics

|I|| B2 -0+ Beokl - Microsoft Excel = @ =
Home Insert Page Layout Farmulas Data Review View Developer Add-Ins A1 9 = @ 2
- . R B}
B % Cut Calitri -1 - A T== 8 SiwerT General % Jﬂ h ~m Q‘ EEH E Autosum AT lﬁ
3 copy - B [#] Fn - Z
Paste . B IrU- i~ H&-A- E== EE Merge & Canter = - +=a 00 Condtional Formst  Cell  [nset Delete Format Sort & Find &
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Clipboand ] Font ] alignmeant ] Mum et r] Stles Cells Editing
A3 - I w
A B L M N 0 P a R =
| 1 Low Price: S400 §
e e Enter guess for low
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Capacity Constraints

Current model assumes an unlimited number of u'i
seats on airplane - m '
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