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Same Options, Different Price Formats
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Same Options, Different Price Formats

Drip

Hotel A

$127.50

★★★★☆ (452 reviews)

Hotel B

$95.00

★★★★☆ (487 reviews)

Hotel C

$102.00

★★★★☆ (438 reviews)
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Same Options, Different Price Formats

Partitioned 

Hotel A

$127.50
Excludes: 14.75 % TAX, US$ 3.50 City 

tax per night 

★★★★☆ (452 reviews)

Hotel B

$95.00
Excludes: 14.75 % TAX, US$ 3.50 City tax 

per night, US$ 41.25 Resort fee per night 

★★★★☆ (487 reviews)

Hotel C

$102.00
Excludes: 14.75 % TAX, US$ 3.50 City tax 

per night, US$ 43.00 Urban fee per night 

★★★★☆ (438 reviews)

Drip

Hotel A

$127.50

★★★★☆ (452 reviews)

Hotel B

$95.00

★★★★☆ (487 reviews)

Hotel C

$102.00

★★★★☆ (438 reviews)
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Same Options, Different Price Formats

All-Inclusive

Hotel A

$149.81 including 

taxes and fees

★★★★☆ (452 reviews)

Hotel B

$159.85 including 

taxes and fees

★★★★☆ (487 reviews)

Hotel C

$169.89 including 

taxes and fees

★★★★☆ (438 reviews)

Partitioned 

Hotel A

$127.50
Excludes: 14.75 % TAX, US$ 3.50 City 

tax per night 

★★★★☆ (452 reviews)

Hotel B

$95.00
Excludes: 14.75 % TAX, US$ 3.50 City tax 

per night, US$ 41.25 Resort fee per night 

★★★★☆ (487 reviews)

Hotel C

$102.00
Excludes: 14.75 % TAX, US$ 3.50 City tax 

per night, US$ 43.00 Urban fee per night 

★★★★☆ (438 reviews)

Drip

Hotel A

$127.50

★★★★☆ (452 reviews)

Hotel B

$95.00

★★★★☆ (487 reviews)

Hotel C

$102.00

★★★★☆ (438 reviews)
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Surcharges Everywhere
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Research Question
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Consideration Sets

• With many options, consumers narrow 
choices before deciding (i.e., 
consideration set) (Beach 1993; Bettman & Park 1980; 

Billings & Marcus 1983; Crow, Olshavsky, & Summers 1980; Payne 
1976)
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Consideration Sets

• With many options, consumers narrow 
choices before deciding (i.e., 
consideration set) (Beach 1993; Bettman & Park 1980; 

Billings & Marcus 1983; Crow, Olshavsky, & Summers 1980; Payne 
1976)

• Early inclusion/exclusion is consequential: 
the final choice is typically drawn from 
this set
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Consideration Sets

• With many options, consumers narrow 
choices before deciding (i.e., 
consideration set) (Beach 1993; Bettman & Park 1980; 
Billings & Marcus 1983; Crow, Olshavsky, & Summers 1980; Payne 
1976)

• Early inclusion/exclusion is consequential: 
the final choice is typically drawn from 
this set

• The attributes that drive consideration do 
not drive choice (Chakravarti, Janiszewski, & Ülkümen
2006)
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Consideration Sets

• Screening is often guided by simple, noncompensatory rules 
that rely on a limited subset of attributes (Payne, Bettman, & Johnson 1988)
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to compare, and closely tied to budget constraints 
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Consideration Sets

• Screening is often guided by simple, noncompensatory rules 
that rely on a limited subset of attributes (Payne, Bettman, & Johnson 1988)

• Price is a natural screening attribute because it is salient, easy 
to compare, and closely tied to budget constraints 

• When mandatory fees are segregated, consumers may rely on 
the most prominent early cue, the base price, rather than the 
full total (Greenleaf et al. 2016 ; Morwitz, Greenleaf, & Johnson 1998)
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What We Already Know About Transparent and 
Segregated Prices

Transparent & salient total price Partitioned & drip pricing
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What We Already Know About Transparent and 
Segregated Prices

Transparent & salient total price

➢stronger response to total cost

(Chetty et al. 2009)

Partitioned & drip pricing

➢less weight on total cost
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What We Already Know About Transparent and 
Segregated Prices

Transparent & salient total price

➢stronger response to total cost

(Chetty et al. 2009)

➢shift toward lower total price 
options

(Blake et al. 2021)

Partitioned & drip pricing

➢less weight on total cost

➢systematically different choices 

(Morwitz et al. 1998; Greenleaf et al. 2016; 
Abraham & Hamilton 2018)
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What We Already Know About Transparent and 
Segregated Prices

Transparent & salient total price

➢stronger response to total cost

(Chetty et al. 2009)

➢shift toward lower total price 
options

(Blake et al. 2021)

➢consumers can directly compare 
the total amount they will pay

Partitioned & drip pricing

➢less weight on total cost

➢systematically different choices 

(Morwitz et al. 1998; Greenleaf et al. 2016; 
Abraham & Hamilton 2018)

➢increase search costs 

(Morwitz et al. 1998; Hamilton & Srivastava 
2008)
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What We Think is Going on

• When fees are segregated, consumers anchor on the base 

price and only partially incorporate the surcharge (Morwitz et al. 

1998; Hamilton & Srivastava 2008)
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What We Think is Going on

• When fees are segregated, consumers anchor on the base 

price and only partially incorporate the surcharge (Morwitz et al. 

1998; Hamilton & Srivastava 2008)

• Consumers may infer that fees are similar across options 
(Santana, Dallas, & Morwitz 2020)

• Consumers may also infer that fees are correlated with 

base prices
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1998; Hamilton & Srivastava 2008)

• Consumers may infer that fees are similar across options 
(Santana, Dallas, & Morwitz 2020)
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What We Think is Going on

• When fees are segregated, consumers anchor on the base 

price and only partially incorporate the surcharge (Morwitz et al. 

1998; Hamilton & Srivastava 2008)

• Consumers may infer that fees are similar across options 
(Santana, Dallas, & Morwitz 2020)

• Consumers may also infer that fees are correlated with 

base prices
• Consumers underestimate total prices and, critically, total-

price differences across options

• Higher-total-cost options may survive screening and enter 
the consideration set
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Research Questions

• Screening or final evaluation?
• Does segregated pricing distort consideration set formation, or 

only later choice?
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Study 1: Does surcharge presentation affect consideration sets and final choices? 301 Prolific 

Study 2: Base-price Dominance and Total-price Underestimation 307 Prolific

Study 3a: Price Importance and Consideration Set Construction  302 Prolific

Study 3b: Temporally Separated Price Importance  465 Connect

Study 4: Price Format Across The Purchase Journey 200 Prolific

Study 5: Price Format Under Explicit Budget Constraints 202 Prolific

Studies Overview
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Study 3b: Temporally Separated Price Importance  465 Connect

Study 4: Price Format Across The Purchase Journey 200 Prolific
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Studies Overview

29



N 301

Study 1

• Participants considered a trip where most time would be 

spent at one venue

• Participants completed a three-stage process to select a 
hotel (Chakravarti, Janiszewski, & Ülkümen 2006)
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Partitioned PriceAll Inclusive

hotel rates included fees 

and taxes

Drip Price

hotel rates showed the 

base price and fees 

separately

base price shown on the 

first page; fees revealed 

later

N 301

Study 1
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N 301

Study 1

• Pre-test (N 30):
• We asked consumers to rate hotel attributes for this trip (Dolnicar & Otter 2003)
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N 301

Study 1

• Pre-test (N 30):
• We asked consumers to rate hotel attributes for this trip (Dolnicar & Otter 2003)

• Primary attributes: 
• Price, Distance to the venue, Safety, Cleanliness
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N 301

Study 1

• Pre-test (N 30):
• We asked consumers to rate hotel attributes for this trip (Dolnicar & Otter 2003)

• Primary attributes: 
• Price, Distance to the venue, Safety, Cleanliness

• Secondary attributes: 
• Friendly staff, Known for service professionalism /quality, (24 hour) room service, 

Comfortable bed, Known for its reputation, Includes restaurant facilities, Speedy 
service, Bathroom amenities included, Quiet / soundproof rooms, Available 
health /fitness facilities, On-site parking facilities, Known for the food and 

beverage quality
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N 301

Study 1

STAGE 1

• Rank 12 hotel attributes 
by importance
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N 301

Study 1

STAGE 1

• Rank 12 hotel attributes 
by importance
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N 301

Study 1

STAGE 1

• Rank 12 hotel attributes 
by importance

STAGE 2

• Participants saw six 
hotel descriptions and 
short-listed three

• Included attributes:

• Cleanliness 

• Safety

• Distance

• Price
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N 301

Study 1

$149.80 $179.93 $159.85 $189.97 $169.89 $199.73
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N 301

Study 1

$149.80 $179.93 $159.85 $189.97 $169.89 $199.73

The best consideration set includes the cheapest and closest to the venue
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N 301

Study 1

$149.80 $179.93 $159.85 $189.97 $169.89 $199.73

The best consideration set includes the cheapest and closest to the venue

DV: 1 = best consideration set; 0 = other
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N 301

Study 1

STAGE 1

• Rank 12 hotel attributes 
by importance

STAGE 2

• Participants saw six 
hotel descriptions and 
short-listed three

• Included attributes:

• Cleanliness 

• Safety

• Distance

• Price

STAGE 3

• Participants viewed full 
hotel descriptions and 
chose one from their 
shortlist
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N 301

Study 1
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N 301

Study 1

Rank 1

Rank 2
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N 301

Study 1

Rank 3 Rank 1

Rank 4 Rank 2
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N 301

Study 1

Rank 5 Rank 3 Rank 1

Rank 6 Rank 4 Rank 2
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N 301

Study 1

Rank 5 Rank 7 Rank 3 Rank 9 Rank 1 Rank 11

Rank 6 Rank 8 Rank 4 Rank 10 Rank 2 Rank 12
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Study 1

Rank 5 Rank 7 Rank 3 Rank 9 Rank 1 Rank 11

Rank 6 Rank 8 Rank 4 Rank 10 Rank 2 Rank 12
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N 301

Study 1

Rank 5 Rank 7 Rank 3 Rank 9 Rank 1 Rank 11

Rank 6 Rank 8 Rank 4 Rank 10 Rank 2 Rank 12

Secondary attributes drive choice
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N 301

Study 1

Rank 5 Rank 7 Rank 3 Rank 9 Rank 1 Rank 11

Rank 6 Rank 8 Rank 4 Rank 10 Rank 2 Rank 12

Primary attributes drive choice
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All Inclusive

hotel rates included fees 

and taxes

$159.85 including taxes 

and fees

N 301

Study 1
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Partitioned PriceAll Inclusive

hotel rates included fees 

and taxes

$159.85 including taxes 

and fees

hotel rates showed the 

base price and fees 

separately

$95.00

Excludes: 14.75 % TAX, US$ 3.50 City 
tax per night, US$ 41.25 Resort fee per 

night

N 301

Study 1
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Partitioned PriceAll Inclusive

hotel rates included fees 

and taxes

$159.85 including taxes 

and fees

Drip Price

hotel rates showed the 

base price and fees 

separately

$95.00

Excludes: 14.75 % TAX, US$ 3.50 City 
tax per night, US$ 41.25 Resort fee per 

night

base price shown on the 

first page (stage 2); fees 

revealed later (stage 3)

$95.00

N 301

Study 1

Stage 2
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Partitioned PriceAll Inclusive

hotel rates included fees 

and taxes

$159.85 including taxes 

and fees

Drip Price

hotel rates showed the 

base price and fees 

separately

$95.00

Excludes: 14.75 % TAX, US$ 3.50 City 
tax per night, US$ 41.25 Resort fee per 

night

base price shown on the 

first page (stage 2); fees 

revealed later (stage 3)

$95.00

Excludes: 14.75 % TAX, US$ 3.50 City 
tax per night, US$ 41.25 Resort fee per 

night

N 301

Study 1

Stage 3
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N 301

Study 1

$149.80 $179.93 $159.85 $189.97 $169.89 $199.73All inclusive
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N 301

Study 1

$127.50 $116.00 $95.00 $118.00 $102.00 $131.00
Drip Price and 
Partitioned Price
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N 301

Study 1

$127.50 $116.00 $95.00 $118.00 $102.00 $131.00
Drip Price and 
Partitioned Price

Hotel A did not have a Resort fee
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N 301

Study 1

0%
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30%
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70%

80%

90%

100%

All Inclusive Partitioned Price Drip Price

PRICE CONDITION

Proportion of participants who constructed the best consideration set
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N 301

Study 1

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

All Inclusive Partitioned Price Drip Price

PRICE CONDITION

χ²(2) = 15.80, p < .001

p < .001 p = 1

p = .002

Proportion of participants who constructed the best consideration set
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N 301

Study 1

Proportion of participants who selected each hotel from the consideration set

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

All Inclusive Partitioned Price Drip Price

PRICE CONDITION

Best Hotel

Middle Hotel

Worst Hotel

χ²(2) = 19.42, p < .001
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N 301

Study 1

Proportion of participants who selected each hotel from the consideration set

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

All Inclusive Partitioned Price Drip Price

PRICE CONDITION

Best Hotel

Middle Hotel

Worst Hotel

χ²(2) = 3.5.14, p = .174
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N 301

Study 1

Proportion of participants who selected each hotel from the consideration set
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90%

100%

All Inclusive Partitioned Price Drip Price

PRICE CONDITION

Best Hotel

Middle Hotel

Worst Hotel

χ²(2) = 4, p = .135
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N 301

Study 1

Proportion of participants who selected each hotel from the consideration set

0%
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20%

30%

40%

50%

60%

70%

80%

90%

100%

All Inclusive Partitioned Price Drip Price

PRICE CONDITION

Best Hotel

Middle Hotel

Worst Hotel

χ²(4) = 20.53, p < .001

p = .010 p = .122

p < .001
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Study 1: Does surcharge presentation affect consideration sets and final choices? 301 Prolific 

Study 2: Base-price Dominance and Total-price Underestimation 307 Prolific

Study 3a: Price Importance and Consideration Set Construction  302 Prolific

Study 3b: Temporally Separated Price Importance  465 Connect

Study 4: Price Format Across The Purchase Journey 200 Prolific

Study 5: Price Format Under Explicit Budget Constraints 202 Prolific

Studies Overview
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N 307

Study 2

• Participants completed the same task as in study 1
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N 307

Study 2

• Participants completed the same task as in study 1

• Participants also estimated the price of the hotel they 

chose, including taxes and fees
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N 307

Study 2

• Participants completed the same task as in study 1

• Participants also estimated the price of the hotel they 

chose, including taxes and fees

• Recall Error = Participant's Estimate – Hotel’s True Price
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N 307

Study 2

• Participants completed the same task as in study 1

• Participants also estimated the price of the hotel they 

chose, including taxes and fees

• Recall Error = Participant's Estimate – Hotel’s True Price

• Negative values indicate underestimation
• Positive values indicate overestimation
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-$60
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-$30
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$0

$10

All Inclusive Partitioned Price Drip Price

PRICE CONDITION

N 307

Study 2

Recall Error = Participant's Estimate – Hotel’s True Price
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-$60
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-$30

-$20

-$10

$0

$10

All Inclusive Partitioned Price Drip Price

PRICE CONDITION

N 307

Study 2

F(2, 299) = 188.0, p < .001

p < .001 p = .910

p < .001

Recall Error = Participant's Estimate – Hotel’s True Price
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N 307

Study 2

Price Condition 

Mid = 1, High = 0
Choose Best 

Hotel
All-Inclusive

Partitioned Price

87 Multicategorical mediation (PROCESS Model 4; Hayes, 2022) 



N 307

Study 2

b = 50.24, p < .001

Price Condition 

Mid = 1, High = 0
Choose Best 

Hotel

Underestimation

All-Inclusive

Partitioned Price

88 Multicategorical mediation (PROCESS Model 4; Hayes, 2022) 



N 307

Study 2

Indirect effect = -5.93, CI₉₅% [-8.22, -4.52]

b = 50.24, p < .001 b = -.12, p < .001

Price Condition 

Mid = 1, High = 0
Choose Best 

Hotel

Underestimation

All-Inclusive

Partitioned Price

89 Multicategorical mediation (PROCESS Model 4; Hayes, 2022) 



N 307

Study 2

Price Condition 

Mid = 1, High = 0
Choose Best 

Hotel
All-Inclusive

Drip Price

90 Multicategorical mediation (PROCESS Model 4; Hayes, 2022) 



N 307

Study 2

Multicategorical mediation (PROCESS Model 4; Hayes, 2022) 

Indirect effect = -6.21, CI₉₅% [-8.48, -4.68]

b = 51.79, p < .001 b = -.12, p < .001

Price Condition 

Mid = 1, High = 0
Choose Best 

Hotel

Underestimation

All-Inclusive

Drip Price
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Research Questions

• Screening or final evaluation?
• Does segregated pricing distort consideration set formation, or 

only later choice?

• Only inattentive consumers or also price-conscious 
consumers?
• Are motivated consumers protected, or can the format mislead 

them too?
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Research Questions

• Screening or final evaluation?
• Does segregated pricing distort consideration set formation, or 

only later choice?

• Only inattentive consumers or also price-conscious 
consumers?
• Are motivated consumers protected, or can the format mislead 

them too?

• More price-sensitive consumers allocate greater visual attention 
to price information (Behe et al. 2014) 
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Study 1: Does surcharge presentation affect consideration sets and final choices? 301 Prolific 

Study 2: Base-price Dominance and Total-price Underestimation 307 Prolific

Study 3a: Price Importance and Consideration Set Construction  302 Prolific

Study 3b: Temporally Separated Price Importance  465 Connect

Study 4: Price Format Across The Purchase Journey 200 Prolific

Study 5: Price Format Under Explicit Budget Constraints 202 Prolific

Studies Overview
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N 302

Study 3a

• Participants completed the same task as in studies 1 and 2

• Also rated the importance of each hotel attribute (1 = not at all 

important to me; 7 = very important to me)
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N 302

Study 3a

Partitioned PriceDrip PriceAll Inclusive

Probability of constructing the best consideration set moderated by price importance

Drip PricePartitioned Price
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N 302

Study 3a

Partitioned PriceDrip PriceAll Inclusive

Probability of constructing the best consideration set moderated by price importance

Drip PricePartitioned Price

b = 1.63, z = 2.88, p = .00497



N 302

Study 3a

Partitioned PriceDrip PriceAll Inclusive

Probability of constructing the best consideration set moderated by price importance

Drip PricePartitioned Price

b = -1.88, z = 3.08, p = .002b = 1.63, z = 2.88, p = .00498



N 302

Study 3a

Partitioned PriceDrip PriceAll Inclusive

Probability of constructing the best consideration set moderated by price importance

Drip PricePartitioned Price

b = -1.88, z = 3.08, p = .002 b = -1.81, z = 2.95, p = .003b = 1.63, z = 2.88, p = .00499



Research Questions

• Screening or final evaluation?
• Does segregated pricing distort consideration set formation, or 

only later choice?

• Only inattentive consumers or also price-conscious 
consumers?
• Are motivated consumers protected, or can the format mislead 

them too?

• Corrected at checkout or persistent through purchase?
• Once the full total is revealed, do consumers recover, or do early 

distortions persist?
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Study 1: Does surcharge presentation affect consideration sets and final choices? 301 Prolific 

Study 2: Base-price Dominance and Total-price Underestimation 307 Prolific

Study 3a: Price Importance and Consideration Set Construction  302 Prolific

Study 3b: Temporally Separated Price Importance  465 Connect

Study 4: Price Format Across The Purchase Journey 200 Prolific

Study 5: Price Format Under Explicit Budget Constraints 202 Prolific

Studies Overview
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N 202

Study 5

• Limited conditions to: 

• All-Inclusive
• Partitioned Price

• Added a fourth stage: 

check-out
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N 202

Study 5

• Limited conditions to: 

• All-Inclusive
• Partitioned Price

• Added a fourth stage: 

check-out
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N 202

Study 5

• Participants were given a $300 lodging budget for a two-

night stay

• Under this constraint, only one hotel falls within the lodging 

budget
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N 202

Study 5

• Main DV: proportion of participants who ultimately selected 

and confirmed:
• The only hotel that met the budget

• The hotel with the lowest base price
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N 202

Study 5

• Main DV: proportion of participants who ultimately selected 

and confirmed:
• The only hotel that met the budget

• The hotel with the lowest base price

0% in the all-inclusive condition rejected their selected offering

9.6% in the partitioned condition rejected their selected 

offering
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N 202

Study 5

Proportion of participants who ultimately selected and confirmed the only hotel that met the budget

χ²(1) = 15.39, p < .001
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N 202

Study 5

Proportion of participants who ultimately selected and confirmed the hotel with the lowest base price

χ²(1) = 21.92, p < .001
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N 202

Study 5

Budget deviation: the extent to which the confirmed booking exceeded the $300 limit 

t(181.8) = 2.13, p = .034, d = .31
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Implications

• Policy implications

– Segregated fees can still harm consumers even when full 

prices are eventually disclosed

– Full-price checkout disclosure may come too late 

• Consumers remain more likely to confirm over-budget options under 
segregated pricing

– The FTC has taken an important first step by requiring up-front 

total-price disclosure in ticketing and short-term lodging

– Regulators should extend up-front pricing rules to other 
markets

110



Conclusion

• Partitioned and drip pricing distort screening, not just choice

• These effects are not limited to inattentive consumers

• And they persist through checkout, even under explicit 

budget constraints
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Thank You
Questions?

aa5016@gsb.columbia.edu

112
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