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Pricing



Pricing 

Most do these

Competition-based Pricing

Cost-based Pricing

Don’t do these!!!



Pricing 

You should do this!!

Value-based Pricing



Price is the easiest thing to 
copy!

!

A competitor doesn’t even 
need a cost advantage to 

copy price!!
!

(in the short run, at least)!







Prevent competitors from entering the 

market 

align with growth strategy 

Confidence of management

The price of new product/service 
should…



Confidence of Management

Most managers resort 
discounts and 
promotions to boost 
sales 

!

Confident managers 
don’t pay much 
attention on price 



If you must use discounts or promotions…
Don’t let customers think that discount price is 

permanent 
!

Don’t let them know ahead that discounts are 
coming 

!

Don’t abandon your first customers



Pricing is hard.  Sorry, no simple formulas.



Example of 
Pricing 

Strategies



Bundled 
Pricing









Unbundling

Check-in 
Baggage

Seat Selection Foods Inflight !
Entertainment



2-Part Tariffs







Peak Load Pricing







Pay for Success





If less than 90% 
effective among 

patients, the health 
agencies don’t need 

to pay



number of consumers from a range of economic levels. 

$$

$ $$$

Differential Pricing

Collect from the rich…to 
pay for the poor





Aravind Surgical Volume 

Total Surgeries To-date : 3,919,269    
 Aravind currently performs more than 300,000 surgeries per year 
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Paying Free 

*** 

Source: Aravind Eye Care System 

*** 2012 data projected 

Different price 
ranges for 
different 
customer 
segments



Aravind Fee Structure & Patient Breakdown* 

Cataract Surgery Pricing: 
 

Source: Aravind Eye Care System      *All data from 2010 

Consultation Fee for Paying Patients:         
•  Rs. 50 (~$1) 

•  Valid for 3 months or 3 visits, whichever occurs first  

Surgery Type Rates ($) 

Free 0 

Subsidized 11-17 

Regular 111-178 

Premium 204-1044 



Surgeon Productivity: A Global Comparison 

0 500 1000 1500 2000 2500 

India 

Aravind 

Bangladesh 
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USA 

Source: LAICO, Aravind Eye Care System 

Average number of cataract surgeries per eye surgeon per year 



Efficient 
Process



Surgical Quality: Aravind vs. United Kingdom 

Adverse Events During Surgery 

Event 
Aravind, 

Coimbatore 
N=22,912 

UK National 
Survey 

N=18,472 
Capsule rupture and vitreous loss 2.0% 4.4% 
Incomplete Cortical Clean up 0.75% 1.00% 
Iris Trauma 0.3% 0.7% 
Persistent Iris prolapse 0.01% 0.07% 
Anterior Chamber Collapse 0.3% 0.5% 
Loss of nuclear fragment into vitreous 0.2% 0.3% 
Choroidal Haemorrhage ------ 0.07% 
Loss of intra Ocular lens into vitreous 0.01% 0.16% 

A comparative study showed Aravind�s complication rates to be lower than the UK’s 

Source: the Royal College of Ophthalmology,  UK National Survey;  Prahalad, CK. Fortune at the Bottom of the Pyramid. New 
Jersey: Wharton School Publishing, 2005 
 

Less errors



Aravind�s Revenues & Expenses (1980-2010) 
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Source:  Aravind Eye Care System 

Revenue 
growing 

constantly



Many pharmaceutical 
companies do this



Freemium









Storytelling
“An authentic, 

meaning-rich story 
becomes the most 

important 
ingredient to drive 

a company’s 
margins up.”







Kitti Tantisrisuk 21yr Kitti Tantisrisuk 21yr
Kitti is an economic major at 
Thammasat University, one 

of the most prestigious 
universities in Thailand. He 

is very passionate about 
performing art, meeting new 

people and see the world.



Heuristics
Mental rules of thumb/automatic thinking



Time 
Constraint



Time Constraint







Scarcity Effect

Scarce products are 
more appealing













Framing 
Effect



A. 95% effective rate

Which one would you rather buy?

B. 5% failure rate

Same meaning but different effect!!!







Anchoring Effect

Human tend to rely too 
heavily on the first 

piece of information 
offered (the "anchor") 

when making 
decisions



"Prices, by themselves, 
affect activity in an area of 
the brain that is thought to 

encode the experienced 
pleasantness of an 

experience"
Antonio Rangel, an associate professor 

of economics at Caltech












