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• Understanding How pricing impacts

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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Case : Transform Printers 

Mr. Sailesh Mahadevi
thought of starting a company

providing excellent quality printers

With time many new players have 

emerged
This lead to increase in the 

competition in the market
TP has always beat the competition 

by the quality of its products
However, the time does not remain

constant. With the changing time,

all the major players have acquired

competitive technology for high-

quality printing.

Quality is no longer a competitive 

advantage for TP

As a result, TP has to lose a major

chunk of its market share to its

competitors

With the 1% change in prices the 

demand changes by 2%. 

Current demand for printers is 5000 

units at price of $75

The average cost incurred in producing a 

printer is approximate $59

What is the best price to 

charge for a printer to 

maximize the profits?
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Case :Part2

The competitors have reduced the

price of a printer to $55,which is

far better than the price of TP

printers

Mr. Mahadevi is unable to

understand how the competitors

can cover up the costs of

production for printers

Mr. Mahadevi called up a meeting 

of the management team and 

discussed all the concerns

They decided to analyze the 

competitors’ products and business 

and meet again after finding some 

of the possible sources of funding
In next meeting, it came to light

that almost all the competitors are

not in the business of

manufacturing printers only. Most

of them manufacture and offer

printer cartridges as complementary

products

On further analysis, they found that 

the average lifetime of TP printers 

is three years while the mean 

lifetime of a cartridge is six months 

and customer buy more than one 

cartridge 
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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?
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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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As per Robert..

Demand = a(price)2+ 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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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
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Set objective: profit value

By changing :trial price value

Subject to the constraints : prices between 1.50 -2.50

Once you enter
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Case: Suppose it costs $250 to produce a video

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?

Price Demand

$200 50,000

$300 25,000

$400 12,000
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y = 0.6x2 - 550x + 136000
0.00E+00

1.00E+04

2.00E+04

3.00E+04

4.00E+04

5.00E+04

6.00E+04

$0.00 $50.00 $100.00 $150.00 $200.00 $250.00 $300.00 $350.00 $400.00 $450.00

demand



Indian Institute of Management (IIM),Rohtak 



Indian Institute of Management (IIM),Rohtak 



Indian Institute of Management (IIM),Rohtak 



Indian Institute of Management (IIM),Rohtak 



Indian Institute of Management (IIM),Rohtak 



Indian Institute of Management (IIM),Rohtak 



Indian Institute of Management (IIM),Rohtak 

Revenue Analytics 

Segmenting Customers to 

Maximize Revenue 
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because this is 2 parentage of your demand ,multiply the previous demand estimate by 50. 
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Thank you !!!


