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Agenda

Today’s Competitive Marketplace

Price Optimization

Targeted Pricing

Innovative Marketing Vehicles (Outside the Store)

Innovative Marketing Vehicles (Inside the Store)
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Today’s Environment

A Wide Variety of Formats are Vying for Shopper Spending
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Grocery and consumable sales are continuing to shift from traditional to non-
traditional channels.

By 2012, non-traditional retailers will surpass traditional retailers in food and 
consumables sales.

Traditional Channels Are Losing Share

Source: Willard Bishop, 2006
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Price Optimization

AKA:  Retail Revenue Management

Identifies/sets price points to optimize

Sales and/or margin

Across the store

Continuous

Accounts for:

Price elasticity

Cross elasticity

Promotional response

Cannibalization
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Price Optimization

Why Now for Price Modeling and Optimization?

Data is more prevalent: POS and 
Price-Book

Science has become more 
mainstream and “de-mystified”

Computers can handle the 
data processing

Software is more intuitive

It Works!

Source:
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Price Optimization

Elasticity Calculations

2.79

433

Units

Price

The more incidents of 
price change over time, 
the more accurate the 

demand curve.

The more incidents of 
price change over time, 
the more accurate the 

demand curve.

Demand Curve

2.89

402

3.19

326

4Plots new history
4Re-calculates each individual 

product’s elasticity
4Re-calculates product cross-effects

385
New Forecast

2.992.99

New Price
Source:
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Units

Price

Product A

Product B

4Calculates the trade-off between 
products in the model

4Looks for the best opportunities

-$0.10

+112

$0.10

-2

Price Optimization

Source:
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Target Price to Win New Business

Convenience/
Deal-Seekers

Secondary

Loyal

Customer Base Marketing Expenditures

Traditional Retail Marketing Economics*

Source:  “Customer Intelligence:  The Value of Customers, The Power of Profits,” Gary Hawkins
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Target Price to Win New Business

Tier 1

Tier 2

Tier 3

Tier 4

Customer Base Marketing Expenditures

Customer- Focused Marketing Economics:
Superior Return on Marketing Investment 

Source:  “Customer Intelligence:  The Value of Customers, The Power of Profits,” Gary Hawkins
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Target Price to Win New Business

Source: “Customer Intelligence, The Value of Customers, The Power of Profits,”
Gary Hawkins; data provided by Visible Results (www.visibleresults.com)

Decile
10 5,700$   520$  $1,120
9 3,400$   260$  $550
8 2,600$   180$  $385
7 2,000$   130$  $280
6 1,500$   90$     $215
5 1,000$   65$     $165
4 60$        45$     $120
3 300$      30$     $85
2 140$      15$     $50
1 40$        5$       $30

Gas/
Convenience

Stores

Fast
Food

Operators
Bookstores

Approximate Average Spend
(Per Year)

Some Shoppers are More Valuable Than Others
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Podcasts
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Blogs
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E-Communities
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Email
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Targeted Pricing – Kiosks

This is all about personalization that “recognizes”
and “rewards” the shopper.

Special prices

Extra services

Transaction discounts

Lifestyle-defined offers
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Cell Phone/Text Messaging
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Interactive Cart
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In-Store TV/Digital Signage
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Smart Displays

RFID Tracking
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Good Luck!

Questions?  Please contact:

Jon Hauptman

Vice President

847-756-3714

jon.hauptman@willardbishop.com

Jon Hauptman

Vice President

847-756-3714

jon.hauptman@willardbishop.com

www.willardbishop.com



840 South Northwest Highway   Barrington, IL  60010
Phone 847.381.4443    Fax  847.381.3588

www.willardbishop.com


