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Price Elasticity 

Why is it important for any business to 

understand price elasticity? 

Elasticity of demand refers to 

the sensitivity of quantity 

demanded with respect to 

changes in outside factors. 

Price elasticity is used to find 

the price point of maximum 

profitability: the point where 

lower demand and sales 

offset increased prices and 

margins. This ideal price point 

can be compared with 

current pricing to see what 

products are under- or 

over-priced. Of course, 

these forecasted points 

need to be weighted 

appropriately with other 

metrics to be effective. 

Calculated max profit 

points and other pricing 

To find optimal pricing situations, it’s important for businesses to 

understand how your consumers will react to what exact change your 

brand makes for its product. Not all pricing options will have the same 

impact. 

strategies provide directional guidance for 

product teams. When implemented 

alongside data analytics, which includes 

competitors’ stats, it can be used to align 

prices to the current market better, identify 

market changes, and even optimize 

products at a segment or location level. 

How much will consumers pay before 

discontinuing consumption of my product? 

This question is at the core of price elasticity. 

However, a consumer’s “price point of no 

return” is rarely a subjective number.  



 

 

   

 
 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

LATEST INSIGHTS 

  

Why It’s Time to Adopt Pricing 

Analytics   

Organizations have a large repository of 

data available to them including 

historical price and sales figure, price and 

demand fluctuations, seasonal demands, 

consumption patterns, and price 

sensitivity data. The problem arises when 

companies do not have the necessary 

time, resources, or expertise to materialize 

the data into strategic decisions. 

 

 

Pricing Analytics for a Leading 

Beverage Manufacturer 

In our latest engagement, we helped a 

leading beverage manufacturer identify 

pricing improvement opportunities. 

 

Consumer Segment: Customers shopping for a particular 

brand or making purchasing decisions based on feature sets 

will be less price sensitive than those who are merely hunting 

for the best bargain. If your brand has a lot of loyal customers, 

how will they respond to a price change? 

Circumstances of Measurement: The setting and the 

metrics you choose for your study will influence your results — 

and so will when you collect data. Price elasticity 

measurements change over time; your competitors’ actions, 

the state of the economy, and even other brand offerings all 

influence how people buy your product. 

Competitor’s Responses: If you modify prices while your 

competitors hold the status quo, it can be a very different 

scenario than if all brands have a similar price shift at the 

same time. This should be kept in mind when working with 

historical data; don’t forget to factor in what other brands 

were doing during your own product’s price shift. 

Accessibility of Similar Products: If your product is similar to 

another product and both are readily available, consumers 

will feel that these are comparable (if not downright equal). 

This holds true even if there are differences in physical 

attributes. In effect, the more choices a consumer has, the 

more elasticity we commonly see in product price. 

Diverse Retail Channels: Where your customer's shop also 

makes an impact. Some retailers cater to more value-

oriented crowds, while others attract shoppers looking for 

specific luxury brands. As a result, online shoppers tend to be 

more sensitive to prices and more willing to search for deals. 

Pack Size: Like having multiple pack sizes, even different 

variations of the same products can influence price elasticity. 

The elasticity on a two-liter bottle of soda may not be the 

same as a 12-pack. 

Price Thresholds: If you raise your price beyond a given 

threshold, you will usually see the volume drop. What this 

exact threshold is will depend on your product and customer, 

as well as on what other options are available. 

Direction of Price Movement: Sometimes, reducing price 

can make quite a positive impact on volume. This is 

especially true of items that were priced beyond what the 

average consumer was willing to pay. Once this price drops, 

a more significant percentage of people can afford to buy 

your product. Raising prices, on the other hand, generally 

does not attract a new group of consumers. 

 

The following factors have a significant influence 

on both the stats generated and on actual 

consumer behavior: 
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For more 15 years, we have assisted our clients across the globe with end-to-end data management and analytics 

services to leverage their data for prudent decision making. Our firm has worked with 120+ clients, including 55+ 

Fortune 500 companies.  

  

At Quantzig, we firmly believe that the capabilities to harness maximum insights from the influx of continuous 

information around us is what will drive any organization’s competitive readiness and success. Our objective is to 

bring together the best combination of analysts and consultants to complement our clients with a shared need to 

discover and build those capabilities and drive continuous business excellence. 

 

 

 

Success Story  
 

Pricing analytics engagement for a leading 

beverage manufacturer … 

About Quantzig 

CONTACT US 

Benefits offered: 

Helped the client estimate 

and forecast parameters 

from data to better 

understand the impact of 

pricing.  

 

 

Insights offered: 

The solution offered 

helped the client 

determine optimal price 

gaps with respect to 

competitor products. 

Challenge: 

The client wanted to 

implement a custom-built 

pricing tool to develop 

advanced pricing 

management capabilities. 
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