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Agenda 

 Partitioned vs. Drip pricing 

 Brief summary of behavioral research on 

partitioned pricing 

 Preliminary results of two drip pricing 

studies 

 Airline scenario  

• Large unexpected surcharges 

• Decisions on options made after purchase decision 

 Rental car scenario 

• Reasonable surcharges 

• Decisions on options made just before purchase 

decision 



Partitioned vs. Drip pricing 

 Base price plus surcharge 

 Surcharge characteristics 

 Mandatory vs. optional 

 Stated upfront vs. revealed after initial or final 

choice 

 Primary focus of behavioral academic 

literature: 

 Mandatory surcharges 

• Definition of partitioned pricing 

 Surcharges revealed up front 

• Experimental rigor 



Partitioned pricing 

 Can increase firms’ profits 

 Can decrease consumers’ total perceived costs 

 Effects depend on: 

 Characteristics of the price 

• How it is presented ($ vs. %) 

• Numeric magnitude of surcharge 

• What surcharge is for 

• Number of surcharges 

• Presence of total price  

 Characteristics of seller 
• Seller reputation 

 Characteristics of buyer 
• Attitude toward brand 

• Skepticism 

• Need for cognition 

• Experience 

 



Airline drip pricing study  

 N=327 members of an online panel 

 Participants read a scenario where they had to decide whether to 

take a flight on Delta or Spirit airlines 

 Were told they would bring a carry on bag and book a seat in advance 

 Delta price includes all mandatory taxes and fees and most optional 

fees 

 Participants assigned at random to four different price conditions 

for Spirit 

 Base fare excludes ($182) or includes ($241.58) mandatory taxes and 

fees 
• New DOT regulations require inclusion  

 A menu of fees for optional add-ons provided prior to or after airline 

choice 
• New DOT regulations require for baggage fees only 

 Prices and fees mostly taken from websites for trip from New York 

to Miami over Memorial Day weekend 2012 



Travel scenario 



Price ranges 

 Delta 

 Base price = $254 

 Plus mandatory fees = $275.60 
• Advertised price 

 Carry on bag = free 

 Reserved seat = free 

 Premium seat = $80 each way 

 Total range: $275.60 - $435.60 

 Spirit 

 Base price = $182 
• Advertised price in one condition 

 Plus mandatory fees = $241.58 
• Advertised price in other condition 

 Carry on bag = $30 each way 

 Reserved seat = $18-$20 

 Premium seat (bulkhead)= $25 each way 

 Total range: $337.58 - $351.58 

 



Spirit price excludes 

mandatory taxes and fees 



Spirit price includes 

mandatory taxes and fees 



Spirit price excludes mandatory taxes and 

fees: Menu of optional fees provided 

 



Spirit price includes mandatory taxes and 

fees: Menu of optional fees provided 



Mandatory fees and total revealed 



Next select travel options 













Participant demographics 

19 

45.9% 

54.1% 

Gender 

Male

Female

30.0% 

31.0% 

30.0% 

7.8% 1.3% 

Age 

18-25

26-34

35-54

55-64

65+

X 

X 

X 

X 

X 

State Representation 

X X 

32.2% 

32.8% 

16.9% 

7.5% 

2.5% 

3.1% 
5.0% 

Income 

Under $30K

$30-$59.9K

$60 - $89.9K

$90 - $119.9K

$120K - $149.9K

$150K+

Prefer Not to Answer

n=327 



Airline choice 

59.6% 

40.4% 

Overall (n=327) 

Delta

Spirit



Percent choosing Spirit by 

Spirit pricing frame 

60.8 

31.4 

46.3 

24.4 
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Menu of Optional
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Partition F(1,323)=23.91; p<.0001 

Drip F(1,312) = 4.22; p=.04 



Percent choosing Spirit  

by travel experience 

Flew at least 1 flight in past 12 months 

45.9 

33.3 

48.8 

34.2 
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Did not fly in past 12 months 

74.4 

29.0 

41.7 

16.7 
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optional items

Menu of Optional
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Partition F(1,144)=22.90; p<.0001 

Drip F(1,144) = 9.40; p=.003 

Partition F(1,168)=3.24; p=.07 



Perception that price is deceptive 

Delta 

3.29 

2.54 

2.99 
3.33 
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Spirit 

5.68 
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Excludes
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surcharges

Includes
mandatory
surcharges

Drip pricing of
optional items

Menu of Optional
prices provided

Partition F(1,316)=2.98; p=.09 

Airline F(1,316) = 138.0; p<.0001 

Airline x Drip F(1,316)=4.27; p<.04  

Airline x Partition x Drip F(1,316)=8.96; p=.003 

7=Strongly agree 

1=Strongly disagree 



Regret choice 
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5.30 
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Excludes
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Includes
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surcharges

Drip pricing of
optional items

Menu of Optional
prices provided

Partition F(1,313)=6.02; p=.01 

Airline F(1,313)=204.2; p<.0001 

Airline x Drip F(1,313)=6.51; p=.01  

Airline x Partition x Drip F(1,313)=14.53; p=.0002 

7=Strongly agree 

1=Strongly disagree 



Wish I bought the other ticket 

Delta 

3.29 

2.54 

3.00 
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5.68 
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4.55 

0

1

2

3

4

5
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Excludes
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Includes
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Drip pricing of
optional items

Menu of Optional
prices provided

Partition F(1,316)=10.91; p=.001 

Drip F(1,316)=5.09; p=.02 

Airline F(1,316)=196.5; p<.0001 

Airline x Partition x Drip F(1,316)=17.39; p<.0001 

7=Strongly agree 

1=Strongly disagree 



Feel upset about the total price 

Delta 

25.3 

13.6 
18.0 

24.9 
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58.3 
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Airline F(1,319)=129.80; p<.0001 

Airline x Drip F(1,319)=3.24; p=.07 

Airline x Partition x Drip F(1,319)=12.79; p=.0004 

100= Very much 

0    = Not at all 

 



Total price fairness perception 

Delta 

.97 

1.85 

1.52 

1.25 
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optional items

Menu of Optional
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Partition F(1,316)=5.32; p=.02 

Drip F(1,316)=2.85; p=.09 

Airline F(1,316)=133.35; p<.0001 

Airline x Drip F(1,316)=3.29; p=.07 

Airline x Partition x Drip F(1,319)=8.88; p=.003 

  3 = Extremely fair 

-3 = Extremely unfair 



Fly this airline again 
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Partition F(1,314)=7.09; p=.008 

Airline F(1,314)=54.06; p<.0001 

Airline x Partition F(1,314)=3.05; p=.08 

Airline x Partition x Drip F(1,314)=4.36; p=.04 

7=Strongly agree 

1=Strongly disagree 



Percent buying premium seat 

Delta 
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Drip F(1,319)=8.61; p=.004 

Airline F(1,319)=9.84; p=.002 

Partition x Drip F(1,319)=7.73; p=.006 

Airline x Drip F(1,319)=10.88; p=.001 

Airline x Partition x Drip F(1,319)=3.08; p=.08 



Summary  

 In hypothetical scenario, consumers were more likely to buy 

with drip and with partitioned pricing 

 Disclosure of fees reduces buying intentions 

 Effect only for inexperienced consumers 

 Not disclosing all fees viewed to be deceptive 

 When the firm discloses all mandatory and optional fees 

 Consumers are more likely to buy again 

 Consumers are more likely to buy optional add-ons 

 Limitation 

 Surcharges while real for Spirit are egregious 

• Will the results generalize to other surcharges? 

 Choice scenario where both options had surcharges 

• Will results generalize to purchase incidence? 



Rental car drip pricing study  

 N=316 members of an online panel 

 Participants read a scenario where they had to 

decide whether to rent a car for three days or take 

a free shuttle to a hotel 

 Enterprise 

 Rental car price conditions 

 Daily rate excludes ($17) or includes ($27.67) all 

mandatory taxes and fees 

 A menu of fees for optional add-ons was provided up 

front or after choice 



Travel scenario 



Example of daily rate, mandatory 

fees included condition 



Rental car daily rate presentation 



Fees disclosed up front 



Next select travel options 





Rental car choice 

25.0% 

75.0% 

Overall (n=316) 

Free
shuttle
Rental
car



Percent choosing rental car 

by pricing frame 

86.3 
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74.0 

0

10

20

30

40

50

60

70

80

90

100

Excludes mandatory
surcharges

Includes mandatory
surcharges

Drip pricing of
optional items

Menu of Optional
prices provided

Drip F(1,312) = 9.44; p=.002 

Interaction F(1, 312) = 4.59; p=.03 

No significant change with experience 



Perception that price is unfair 

(combined measures of deceptive and 

fairness) 

4.56 
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Willingness to rent again 
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Percent adding any option 
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Perception that price is unfair by familiarity 

with Enterprise 

High familiarity with Enterprise 
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Summary  

 In hypothetical scenario, consumers were more likely to buy 

with drip pricing 

 Disclosure of mandatory fees reduces buying intentions 
• No effect of experience 

 Partitioned pricing and drip pricing viewed to be deceptive 

 Pattern depends on experience with brand 

 When the firm discloses mandatory and optional fees, 

consumer are more likely to: 

 Rent from the firm again 

 Buy optional add-ons 

 Limitations 

 Hypothetical scenarios 

 Scenario did not allow consumers to change their mind 

after seeing optional fees 



Next steps 

 Decisions with real consequences for research 

participants 

 Further explore role of experience and learning 

 Examine what happens when final purchase 

decision is made only after all drip prices have 

been revealed 

 Examine possible psychological underpinnings 

 Escalating commitment 

 Mere ownership 

 Status-quo bias 

 Categorization of fees as part of or separate from 

base product 


