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Optimal Price: Single price 
for all bids1



Optimal Price
⬥ First, I ran a logistic regression using 

Win(?) as my dependent variable and bid 
price as predictive variable

⬥ Then, I estimated price as 0.5 in part two. 
Calculated Score, Probability of win, 
profits if win, and expected profits. I used 
solver to find the price that maximized 
expected profits.

⬥ I used MSRP and the Price I found to find 
the optimal price 

⬥ I calculated expected profits with new 
optimal price

⬥ Also calculated percent contribution 
improvement based on their previous 
model 4



Optimal Prices: Police and 
Corporate Buyers
Let’s start with the first set of slides
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“New Information:
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Selvage and Tobin continue their deliberations 
with Fjord sales team, they discovered that bids 1 

through 2,000 were to various police 
departments, and that bids 2,001 through 4,000 

were to corporate buyers



Optimal Price: Corporate
⬥ I ran a logistic regressions using Win(?) as 

my dependent variable and bid price as 
predictive variable for corporate buyers

⬥ I repeated the process from our last 
model to predict optimal price for 
corporate buyers
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Optimal Price: Police
⬥ I ran a logistic regressions using Win(?) as 

my dependent variable and bid price as 
predictive variable for police buyers

⬥ I repeated the process from our first 
model to predict optimal price for police 
buyers
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Improvements
⬥ I calculated expected profits with new 

optimal prices
⬥ Also calculated percent contribution  

improvement based on their previous 
model and our previous model

⬥ 79% contribution improvement from 
original model and 28% contribution 
improvement from our last optimal price
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Optimal Prices: Different 
Buyers and Order Size1



“New Information:
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Their discussions with the sales team reveal that 
order size is an important determinant for the 
buyers’ price sensitivity with buyers ordering 

larger order fleet sizes being more sensitive to the 
prices. 



Optimal Price
⬥ I ran a logistic regressions using Win(?) as 

my dependent variable, bid price, Police, 
Police and Price interaction, and Size as 
predictive variables
⬦ Dummy variables for Police

⬥ Using the same procedure, I calculated 
the optimal price for police and 
corporate buyers taking size into 
consideration

⬥ Also calculated percent improvement 
based on our previous model

⬥ The contribution improvement of the 
model decreased
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