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Overall description of the project (past consulting project)

Pricing

Assortment

Promotions

▪ Estimation of the most profitable price changes for a beverage 
company in Spain/Portugal (bottler) with ~10 brands and ~100 SKUs

▪ Understanding of the switching between brands and elasticities 
(reactions to price changes) based on household / cluster observations

▪ Assess the productivity of the SKUs and evaluate which the potential to 
reduce the portfolio (generating cost reductions and increased 
operation efficiency) 

▪ Understand the effectiveness and profitability of promotional actions / 
events carried out in Spain/Portugal (markets where promotions are 
very significant due to recent crisis and sudden reduction of purchasing 
power / perception of increased prices)  
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Example of some pricing analysis 

For a given price change:

ΔCM (or Δnet revenue)

ΔVolume

Contribution 
margin (net 
revenue) ratio

=

Gross profit dollars gained per liter of 
volume lost in the company’s portfolio
▪ Higher ratio means that the company 

overall gained more Euros (of CM or 
Net revenue) for each liter lost

=
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Example of some assortment analysis
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Later observed that the sales were highly influenced by promotions 
(specially in Portugal)
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Sales evolution of SKU: KOCCPE-L2000-FI02 Promo Baseline Sales Distribution

Example of weekly sales in 2014 for a given continuous SKU

35% 
discount

3x2

50% 
discount
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Sales evolution of SKU: KOCCPE-L1500-FI02 Promo Baseline Sales Distribution

Example of weekly sales in 2014 for an in-and-out SKU

PVP 4€
(original price 

5.2€)
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Analysis performed in this class’ project

▪ Focus of this project in Applied Regression 
Analysis
– Regression (how much of the variance 

in weekly sales is explained by the 
dependent variables)

– Exponential smoothing (forecast the 
baseline sales in promotion periods to 
assess the effectiveness and 
economics of the promotions)

– Logistic regression (simple tool to 
help predict the likelihood of success of 
a given promotion type in a given 
period)
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Regression1

How the data look like 

▪ 2014 weekly sales 
information for 64 SKUs of 
8 different brands for one 
account (eg., Morton 
Williams)

▪ 3328 observations (after 

cleaning outliers and SKUs 

with unrepresentative / 

missing information)

▪ Volume (liters), Nr of units, Sales (Euro)

▪ Period (week in the year of 2014)

▪ Weighted distribution - a measure of the presence of the SKU in the stores
(eg., SKU present in all stores in all weeks has distribution of 100%, SKU present in 

50% stores 100% of weeks has 50% distribution,, SKU present in 50% stores 50% 

weeks has 25% distribution)

▪ Promotion pressure – measure of the volume sold under any kind of 
promotion (Volume sold under promotion in a given week / total volume sold in the 

same week)
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Regression1

Preparation of the data for excel regression tool

� Reminder of the goal of 
this regression: How 

much of the variance in 

the sales can be 

explained by the 

weighted distribution, 

promo pressure and 

period in the year? 

� If we achieve a low R-

square, what could be the 

other factors that explain 

the variance in the sales?
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Regression1

Preparation of the data for excel regression tool

� There is no strong 
evidence of multi-
collinearity

� Variance inflation 
factors (VIF) 
relatively low

� Correlations 
relatively low

Excel

Minitab
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Regression1

Results – Model with 2 variables (promotion pressure and weighted distribution)
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Regression1

Results – Model with 5 variables (promotion pressure, weighted distribution and 3 
dummy variables for the quarters)
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Exponential Smoothing2

Introduction
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To properly estimate the effectiveness 
of a promotion (uplift and ROI) we 
need to have a good estimate of the 
baseline of the sales (i.e., sales had 
there not been any promotion)
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Exponential Smoothing2

Calculations

Which is the 
best ALPHA 
(eg., 
minimum 
RMSE)



16|

Exponential Smoothing2

Calculations
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Exponential Smoothing2

Calculations
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Exponential Smoothing2

Results
� In this case the higher 

alpha smoothing seems to 

work better

� Higher alpha means 

higher weight on most 

recent / close 

observations
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Logistic regression3

Data

Can we build a simple model that can quantitatively indicate if a promotion event (with 
specific characteristics) will be successful?
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Logistic regression3

Model

Can we build a simple model that can quantitatively indicate if a promotion event (with 
specific characteristics) will be successful?

� 1) define success factor: if uplift > 100%, 

successful

� Adjust data to have binary outcome 
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Logistic regression3

Model

Can we build a simple model that can quantitatively indicate if a promotion event (with 
specific characteristics) will be successful?

� 1) define success factor: if uplift > 100%, 

successful

� Adjust data to have binary outcome 
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Logistic regression3

Model and results

Logistic regression model

Possible future events

Likelihood of success (according to our pre-established threshold for the uplift)
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Thank you for your attention


