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IF CUSTOMER RELATIONSHIPS MATTER, WHY DO ORGANIZATIONS
PLAY TRICKS WITH THEIR PRICES?

Abstract

Many organizations tout their closeness and attention to customers, but resort to a
variety of tricks to make their prices appear smaller or less relevant than they actually are.
What they often neglect is that customers use prices—and, in particular, how organizations
present prices—also to gauge whether sellers are acting responsibly and can be trusted. To
customers, price is a component of their relationship with brands, and accordingly expect
organizations to be open and forthcoming. With this in mind, we adopt concepts from
conversation theory to develop a working definition of “transparency” in price
communication. We then offer a taxonomy of the different tactics commonly used by
organizations to “sneak” prices by customers, and show where these tactics fail on our
definition. Finally, we provide recommendations for organizations on ways to present their
prices in a manner that builds trust without necessarily provoking sticker shock.
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Unaffectionately dubbed “Ticketmonster” by disgruntled fans worldwide,
Ticketmaster has long been the subject of scrutiny for the seemingly nonsensical fees it tacks
onto ticket sales. The company, which enjoys a “near lock on the multibillion-dollar ticketing
industry,” recently settled a $400-million class action lawsuit for failing to properly disclose
a host of ancillary charges.1, 2 A separate investigation by Canada’s Competition Bureau
concluded that Ticketmaster misled the public by inflating advertised prices with mandatory
fees, leading to yet another penalty.3
Similarly, a California appeals court recently affirmed a $6.8-million judgement
against Overstock, a popular online merchant, for deceptive advertising of the savings
customers receive on their purchases. In one example cited by the district attorneys, a man
bought a patio set from the retailer for $450, at a discount of 55 percent on the list price of
$999. However, the buyer was puzzled to then find a Walmart price tag for $247 on the
product, a price he later confirmed was in fact the standard retail price.4
Finally, only a few months ago a US federal judge rejected a proposed $40-million
class action settlement against financial software company Intuit because it “is not fair,
reasonable, and adequate” for those citizens who were allegedly misled into paying for tax
preparation software when they were eligible to use the Free File program set up under an
agreement with the IRS. According to one report, Intuit not only uses “dark patterns” to hide
the free filing service from search engines like Google, but also advertises a proprietary
complimentary product that lures customers into paying for additional—but often
necessary—features. One such campaign, reproduced in Figure 1, features a crossword
puzzle in which the answer to every clue is “free.”5
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The actions of these three companies may appear extreme but, unfortunately, are no
isolated incident. Indeed, in its appeal Overstock claimed it was following “standard industry
practices” to establish list prices. In fact, even those organizations that are fundamentally
ethical and truly care about customers and their needs and wants face the competitive
pressure or commercial temptation to make their prices appear smaller or less relevant than
they are in reality.
Companies often only see the economic side of a price; the financial “sacrifice” they
are asking customers to endure in order to purchase one of their offerings. Yet customers use
prices—and, importantly, how companies present prices—also to gauge whether sellers are

4

acting responsibly and can be trusted. To customers, price is a component of their
relationship with brands, and accordingly expect organizations to be open and forthcoming.
Against this backdrop, we leverage concepts grounded in conversation theory to put
some structure around the very human challenge of integrating price into healthy, cooperative
customer relationships, and to provide recommendations on ways to be truthful even at the
delicate moment when organizations ask customers to reach into their pockets.
Specifically, we start by reporting evidence that, as far as customers are concerned,
price makes a meaningful contribution to a company’s “conversation” with them. Next, we
provide a working definition of transparency in price communication. This is an important
step because the notion of transparency has become fashionable in management circles but
seems abstract and difficult to implement. Third, we offer a taxonomy of the different tactics
commonly used by organizations to “sneak” prices by their customers, and show where these
tactics fail on our definition of transparency. Last, and most important, we provide practical
advice to organizations on ways to present their prices in a manner that builds trust without
necessarily provoking sticker shock.

Do Prices “Speak”? It Depends on Who You Ask

Is price in fact a form of communication? To gain insight into this question, we
collected data from two surveys and an experiment. First, 28 executives from different
industries completed a survey asking them to list activities or tools that are commonly used
by companies to communicate about a brand or product. Out of 276 tools mentioned,
traditional advertising represented 48% and digital advertising a further 15%. Strikingly,
price was not mentioned by these executives even once!
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This result is especially concerning in light of the second survey, completed by 325
American adults. They were also asked to list activities or tools that they believe are
commonly used by companies to communicate about a brand or product. Among this group,
price was mentioned in close to 25% of cases. Our respondents then ranked the top eight
activities or tools they believed to be most effective, and here price was ranked as the most
effective half of the time. Finally, the respondents rated the importance of each of these eight
tools to purchase decisions about a brand or a product. While traditional and digital
advertising received a mean rating of approximately 4.6 out of 7, price received the highest
rating among all tools: 5.7 out of 7.
In a follow-up experiment, we wanted to test whether, from the perspective of
customers, price is simply a part of the conversation with organizations or it plays a
significant role. To that end, we showed 102 American adults a print advertisement for a
cookbook. Half of the participants saw a version of the advertisement displaying a retail price
of $34.99, while the other half saw a version that excluded the price. We asked participants to
judge the competence of the manufacturer, the cookbook’s usefulness and quality, and the
advertisement’s credibility, persuasiveness, and helpfulness. We also asked them to rate on
separate seven-point scales the degree to which they found the advertisement to be truthful,
clear, relevant, and informative. We found that, across the board, respondents who saw the
advertisement featuring the price provided significantly higher evaluations than respondents
who saw the same advertisement without the price. Specifically, our analyses revealed higher
evaluations of the cookbook (M = 5.7 when price present vs. M = 4.9 when price absent) and
the advertisement (M = 5.3 vs. M = 4.8, respectively). Finally, participants rated the
advertisement with the price to be more truthful, clearer, more relevant, and more informative
than the alternative without the price (a combined score of 5.4 out of 7 in the first case, 4.8 in
the second case).
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Overall, these three studies suggest that there is a gap between how customers and
organizations perceive prices. While customers see price as a part of a company’s
conversation with them, and believe price weighs on purchase decisions, business people
seem to hold the opposite belief: surprisingly, the executives in our survey failed to list price
among the activities or tools used to communicate about a brand or product. We believe this
gap can be bridged if organizations work to present prices in a more transparent manner. This
is what we turn to next.

Unpacking Transparency

The first step towards understanding transparency is that organizations should not
equate “transparent” with “see-through.” Rather, in the context of customer relationships,
transparency implies being cooperative in your ongoing conversation with the other party.
Language philosophy, which views conversation as a tool that people use to achieve
their goals, argues that participants are inherently interested in its success and, consequently,
attempt to be—and expect others to be—truthful, clear, relevant, and informative.6 These
qualities, which we introduced earlier in the experiment, map onto the following four
generalized conversational rules.
First, the rule of quality asserts that participants in a conversation say only what they
believe to be true and accurate. We take the stance that no organization misleads customers
intentionally, and therefore we assume compliance with this rule. Indeed, in most countries
there are laws that forbid companies to blatantly lie. Second, the rule of manner states that
communication between two parties avoids expressions that are overly vague, complex, or
simplistic. For example, food labels alerting that a product “contains nuts” violate this rule by
not detailing which specific nut is present. Third, under the rule of relevance participants
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only contribute to the conversation information that is related to the topic and aims of the
conversation. A cooking website that allows apparel advertisements violates this rule.
Finally, the rule of quantity argues that participants provide the right amount of
information—neither more nor less than needed. As an example, product descriptions that are
too succinct or too detailed violate this rule.
The notion of conversational rules has proven to be a powerful tool in understanding
social interactions. Research shows that adherence leads to more persuasive communication,
more meaningful social connections, and positive long-term relationships.7 Importantly, we
suggest that the same four rules apply to relationships between organizations and their
customers as much as they do to relationships between individuals. Indeed, marketers should
be familiar with them, as explicitly or implicitly they already inform decisions about
advertising, product descriptions, product reviews, and corporate announcements.
Moreover, it is easy to think of these rules as the basis of a definition of
“transparency” in price communication. The pursuit of greater transparency in pricing ranks
high in the list of priorities of most modern organizations, but traditionally it is defined
simply as whether one’s prices are easily accessible or not. It is as if everyone understands
what transparency is but struggles to break it down into a set of practical components.
We broaden this definition in two ways. First, we see price transparency as a way for
a company to communicate its motives in a clear and positive way, and not just to
communicate a full and complete numerical value in clearer and simpler terms. Second, we
include a sense of balance and proportion to the communication. Transparency is about
achieving the optimum, not a maximum. Rather than focus on revealing as much as possible
and as clearly as possible, organizations should focus on an optimal level of disclosure. In
this way, price communication serves to enhance the perception that the company is a
conversational partner, not an adversary.
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To see our definition in action, we next outline a taxonomy of common price
communication tricks, grouped into three clusters, and show how each cluster violates at least
one conversational rule. We then offer alternative price communication actions that comply
with these rules.

A Taxonomy of Price Communication Tactics

To create a taxonomy, we conducted an extensive search across databases of scholarly
and managerial articles for entries listing “price” or “pricing” as a keyword. Of the 3,257
“hits,” we excluded all articles that focused on the challenge of setting a price (auctions,
dynamic pricing, etc.) rather than communicating one. Ultimately, our dataset included 238
peer-reviewed articles.
We reviewed these articles and identified nine common price communication tactics,
which we then assigned into three clusters: price endings, price cues, and price structure. See
Figure 2 below. We next describe each of these clusters and explain how the tricks within
them are counterproductive to organizations because they violate at least one of the maxims
of cooperative conversation.
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Price Endings Violate the Rule of Quantity
Some companies tweak price endings to distort price perceptions or to signal a
bargain. For example, the behavioral literature in marketing is replete with studies showing
the impact of nine-ending or “charm” prices on retail sales.8 The appeal of such prices is that
customers tend to fixate on the leftmost digit as an indicator of the price (the well-established
left-digit effect), so when they see a price of $2.99, they are more likely to perceive it as
closer to $2 than closer to its true value of $3, because they focus on the leftmost digit when
processing the value of the price. Therefore a $1.29 price for an iTunes download is coded as
$1.20 rather than $1.30, and houses with a price of $299,000 often sell faster than those with
a price of $300,000.9
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Precise prices delude customers by stating an exact amount, including the two digits
after the decimal point (e.g., $1,349.34). This is way more information than customers need
to make a decision, diverting attention to the wrong point: precise numbers trigger an
association with small values, and a more justified price setting.10
Round prices, on the other hand, manipulate the ending of the price by portraying a
non-exact, approximate number (e.g., $20 instead of $19.80). Round numbers signal higher
end product in some cases, and convenience in other cases.11 This tactic reflects a current
trend among retailers, such as dollar stores including Dollar Tree. Supermarkets such as
Tesco use round prices for special promotions, and department stores like Saks Fifth Avenue,
Marks & Spencer, and Primark use round numbers as an overall strategy.12
Such tricks can have a detrimental effect on the conversation between organizations
and customers. Prior research demonstrates how violating the quantity rule leaves the listener
insecure about the information given.13 Marketers who violate the quantity rule might create
doubts about the quality and accuracy of their communication. This could in turn affect brand
loyalty, satisfaction, and trust—all of which are aspects of any enduring relationships. In fact,
research suggests that 99 endings have a negative effect on perceptions of product quality.14
The problem is that price endings are not cooperative conversation because they
violate the rule of quantity, which states: provide just the right amount of information, not too
little and not too much. Companies that manipulate price endings provide either more or less
information than customers need. The outcome of offering too detailed or too vague
information is that it causes customers to underestimate the price, distrust the company, and
eventually drop the relationships.
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Price Cues Violate the Rule of Relevance
Companies sometimes flank their prices with intricate or dubious cues that evoke a
favorable reference point. Cues are typically numerical (e.g., previous price crossed), visual
(e.g., price position, font size or color), or verbal (e.g., “only”).
We already mentioned the legal trouble faced by Overstock. Similarly, Geico, a multiline insurer, agreed to pay $6 million to settle alleged misleading practice of labeling quotes
as “lowest-limit” when, in fact, they were not, and Expedia often pits their prices against
“comparison prices” defined as “the third highest price for this room type at this property
(with the same length of stay and cancellation policy) that customers have found on our site
during a 30-day window around your selected check-in date).”15, 16
The rule of relevance requires the conversation partners avoid inessential information.
But some organizations add cues that alter how the customer interprets the price. Extraneous
numerical cues can include a reference to a higher price crossed out with a red diagonal line,
implying that the previous price has decreased. Other examples include decoy offers, auction
starting prices, and competitor prices. This is a common ploy among retailers.
Visual cues such as color, font, or position of the price can influence perceptions of
price magnitude. Clothing stores and supermarkets often use red to signal a large discount or
a clearance sale. The position of a price on a display can influence a customer’s numerical
estimates of its attributes. Prices placed on the right side are viewed as larger than prices
placed on the left side.17 Finally, using larger fonts to emphasize prices conveys that the
highlighted information is more relevant and thus more salient for the communication.
Verbal cues include both words and punctuation. Mentioning “only” near the price
elicits perceptions that the price is not very high and is final, that is, the customer should
expect no additional price components. Similarly, using “and” between two components of a
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product signals that these components are separately priced, but using “with” connotes that
the components are part of one bundle.
In line with conversational rules, customers naturally assume that all information
communicated by companies is relevant. Actions such as highlighting only the product price
and putting shipping costs in smaller font skew these perceptions. For example, customers
perceive prices presented in smaller font sizes as numerically smaller, compared to prices
presented in a larger font.18 Similarly, unrelated reference prices anchor customers’ minds on
a certain number and make the focal price seem smaller.19
Finally, using numbers instead of words (e.g., “72” instead of “seventy-two”)
decreases the verbal length of the price. This fosters a perception of a smaller price, because
of the positive correlation between the coding of syllabic length and numerical magnitude.20
Research shows that people make less use of relevant information when they receive
irrelevant information simultaneously, because they process that irrelevant information on the
same level of attention, not knowing that it is in fact superfluous.21
Ultimately, cues are processed as an important indicator of the intended meaning in
conversation. When used strategically, cues do not contribute to cooperative conversation
because they violate the rule of relevance by providing irrelevant information as if it were
relevant.
Price Structure Violates the Rule of Manner
Companies sometimes break down the price into smaller components, which they
then present simultaneously or sequentially, in the hope that shoppers underestimate the total
price, or struggle to compare competing offers. The three most common forms of price
structure are price partitioning, temporal reframing, and “drip” pricing. Phone companies and
airlines have made price structure into an art: they first reveal only the price of the main
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service or ticket, and then add a host of fees, taxes, and surcharges with each successive
click.22
The rule of manner requires that parties converse as clearly and unambiguously as
possible. Price structures violate the rule when they impose a higher cognitive burden on the
customer to calculate the full price, or when they take advantage of psychological effects
(sunk costs and the endowment effect) that discourage customers from backing out of a
purchase when they see additional price components. Common examples of this violation
include price partitioning, under which the seller splits an offering’s price into two or more
parts instead of charging one all-inclusive price. One prominent example is when a seller
charges a price for a product and then charges a separate price for shipping and handling.
Each component may appear acceptable on its own, but calculating the full price imposes an
additional cognitive burden, which customers often neglect to take.
Temporal framing—expressing a price in smaller increments to be paid over a long
period – makes it hard to calculate the full price, and creates the perception of low prices. For
example, electronics retailers often present prices for appliances on a per-month basis instead
of showing the full price, even when the customer must pay for the good in one lump sum.
Indeed, “only $7 per day” sounds pretty low, compared to the calculated annual price of
$2,555.
Drip pricing shows the customer a base price at the beginning of the purchase process
but adds unavoidable charges (e.g., fees, taxes, or surcharges) incrementally during the
process, sometimes as late as the checkout point, when the customer perceives the purchase
to be practically completed. In extreme cases, the seller does not even cite an initial base
price. Several airlines, as we mentioned above, do this. The deeper the customer gets into the
purchase process, the harder it is to reverse the purchase decision.
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If information is provided in a way that is too complex for the conversation partner to
process, this is a violation of the rule of manner. Unclear and confusing price presentation
leads to frustration and negative evaluations. Perceptions of unfair pricing and a lack of
cooperation in the conversation may cause people to withdraw from decision making. Indeed,
price structures are increasingly causing backlash. US internet service providers such as
Comcast, Cox, Charter Spectrum, and Frontier are the most “hated” by subscribers across
multiple states in large part because of their billing practices.23 Health insurers, mobile
operators, and airlines are often portrayed in the same unflattering light.24
The UK Office of Fair Trading recently initiated regulations against pricing practices,
such as partitioned prices and unclear surcharges in markets for air travel, insurance, and
financial services, because these practices are “unfair, cumbersome, and misleading”.25 Price
partitioning violates the rule of manner and evokes perceptions of lack of transparency and
reduced trust in the company.

Turning Price Communication to Your Advantage

Our taxonomy of price communication tactics, and the conversation rules that each of
them violates, portrays a rather gloomy picture of where price communication stands today.26
The tactics that organizations commonly employ to communicate prices violate at least one
of the rules of cooperative conversation, putting customer relationships at risk. Avoiding
these violations is the logical starting point, but it may not suffice in markets where
competition is cutthroat. For instance, skeptics of taking a more transparent approach to
prices often cite the case of ticket resale giant StubHub, which less than two years after
shifting to “all-in” pricing returned to the norm of separating ancillary fees and charges from
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admission prices to halt the costly exodus of customers who seemingly cared a lot more about
a low initial advertised price than actually paying less at checkout.27
In this section, we detail three additional steps that organizations should consider.
Price Presentation as a Reflection of One’s Values and Intentions
There is a difference between using prices as a tactical advertising tool and using
them to underscore the core values and intentions of the organization. The former may come
across as an opportunistic gesture, while the latter is an authentic demonstration that the
company is willing to align its own interests with those of customers.
An example of this is Southwest Airlines, which throughout its history has carefully
nurtured a reputation for unequalled customer focus and incorporates price not only in its
value proposition, but also in the very name of its approach to service. On its website, the US
airline describes “Transfarency” as a “philosophy in which customers are treated honestly
and fairly, and low fares actually stay low—no unexpected bag fees, change fees, or hidden
fees.”28 Figure 3 reflects this approach.
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Similarly, the use of simple, transparent communication of prices strikes at the very
heart of furniture retailer IKEA’s principle of “democratic design” and car manufacturer
Hyundai’s dedication to “shopper assurance.”29, 30 It is often cited as one of the key factors
that fueled the rapid growth and success of Swatch watches starting in the mid-1980s.31
Similarly, John Lewis, the chain of department stores in Great Britain, is renowned for the
somewhat awkward-sounding claim “never knowingly undersold,” which the company has
used since 1925 to focus its operations around the promise of best possible value to
customers. Figure 4 displays a John Lewis gift token from the 1950s with the claim repeated
across its perimeter.

One common problem that arises when trying to elevate the way in which prices are
communicated is that most pricing decisions in organizations focus on the task of setting
prices, and accordingly seldom involve the input of those that inform and design the
communication to consumers. Evidence of this comes in Deloitte’s 2020 CMO Survey,
which notes that the marketing function leads branding in 90% of the companies surveyed
and has predominant role in advertising (86%) and positioning (65%), but it leads the pricing
17

function in only 20.7% percent of companies (down from 23.3% in 2019).32 Integrating price
communication and price-setting therefore requires that organizations treat the two
interrelated outcomes of the same decision process. The decision on whether a price is
optimal should no longer be purely mathematical, but also a function of how the
communication of that price will affect customer perceptions of the firm’s cooperativeness,
and resulting trust and loyalty.
Explain the Price
A second step is to provide information on how prices are set. The popular fitness
startup ClassPass was recently criticized for “squeezing studios to the point of death” with
the aid of dynamic pricing technology that made prices opaque and unclear, creating
discomfort and pushing many “partners” to leave the platform.33
In contrast, organizations could work to identify and disclose some or all the cost
components of a product or service—a practice often referred to as “cost transparency.”34
The clothing company Honest By accounts for the cost of every part of the retail process.35
Their label reveals the cost of importing, salaries, and even the price tag. Tesla showed its
Chinese customers the importing and customs costs, even though they inflate the car’s final
price.
Another example is the online fashion retailer Everlane, whose mission is “radical
transparency.” The company’s website, reproduced in Figure 5, displays the complete
breakdown of costs for every piece of clothing they sell along with their retail price. Cost
transparency can have a positive impact on purchase interest by establishing a personal
relationship with the customer. Finally, Daniel O’Day, the CEO of Gilead Sciences,
published an open letter with an explanation of the price components of the COVID drug
Remdesivir.36
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In sum, one way to be transparent is to breakdown down a price into the quality
indicator (the cost elements) and the profit indicator (the margin).

Violate the Rule, But Do It Intentionally
The four rules of conversation theory can be broken, if done in specific way. In fact,
people break these four rules all the time, and for a good reason: demonstratively breaking
these rules makes an additional rhetorical contribution to the conversation because it
encourages thinking beyond direct literal meanings. Examples of rule violation are idioms,
metaphor, or other non-literal language. For example, though a person says “I’m dead,” she is
clearly alive. Thus, the phrase violates the rule of quality, but importantly the speaker is not
lying. By saying “I’m dead” the speaker is violating the rule of quality in a vivid way,
signaling to the other conversation parties a different intended meaning, such as “I am so
tired” or “I am going to be severely punished.” Using “I’m dead” instead of the literal, direct
words, evokes imagination and adds creative aspects that enhance the value of the
conversation.
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A company can use communication that intentionally breaks any or all of the rules in
a vivid way in order to make a point about the price, beyond merely mentioning the price
itself. For example, in Saudi Arabia IKEA replaced monetary values on price tags with coffee
cups, pizza trays, bananas, and other relatively inexpensive everyday items to engage patrons
and push them to consider just how affordable its furniture really is. An example of its
advertising copy is reproduced in Figure 6. Literally speaking, no one can exchange coffee
cups or pizza trays to buy furniture. But customers will generally arrive at the intended
interpretation that the furniture is as affordable as a few cups of coffee or a pizza tray. In this
manner, IKEA is vividly violating the conversational rule of relevance (at least), as it
presents seemingly irrelevant information in the ad. But this is actually a more cooperative
way to indicate the affordability of the company’s prices.
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Another example is Stella Artois’ award winning “reassuringly expensive” campaign.
The organization attempted to signal the high quality of its beer by introducing the
dependency between price and quality into its price communication. Instead of a pricereducing coupon, the ad features a price-increasing coupon. This is shown in Figure 7.
Literally speaking, this seems like an unattractive deal. But in fact, the company is vividly
violating the rule of manner, because it presents a seemingly confusing and illogical deal.
The cooperative customer will derive the conclusion that the company means something
beyond the actual price and will gain additional conversational benefit from this ad,
compared to an ad that would merely present the price as is.

Finally, the Japanese ice cream brand Akagi recently publicly apologized following a
12-cent price hike on some of its products after 25 years without any change. This public,
exaggerated apology for an increase of a fraction of a dollar could be literally perceived as a
violation of the rule of quantity. But the company used this vivid violation of conversational
rules as means to build its reputation of goodwill and fairness.
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Taking Customer Orientation Full Circle

In 1960, Theodore Levitt penned a classic article describing the failure of
management to recognize that organizations exist to create and satisfy customers, and not
simply to make stuff and sell it. The simple insight that “people do not want to buy a quarterinch drill, they want a quarter-inch hole” is among the most cited by marketers anywhere.37
Six decades later, it may be second nature for many organizations to see markets from
the perspective of those they serve, yet the same organizations often act as if their
relationships with customers effectively skip a beat when it comes to presenting a price. It is
as if they hit the pause button on customer orientation.
Ultimately, companies exist to satisfy customers and to earn revenue from them. We
have argued that price is much more than an obstacle on the road to a successful transaction.
Prices are as much about creativity and perception as they are about dollars and cents. They
can equally attract or offend, delight, or disrupt. Thus, prices can shape the value of a sale as
much as they mark it.38
Our research shows a troubling disconnect between how managers and customers
understand the role of price in their relationship: managers do not see price as part of the
ongoing conversation, while customers certainly do. Trust and loyalty can suffer when
companies reach into a seemingly bottomless bag of tricks, ranging from the subtle to the
egregious, to sneak prices by customers. Once organizations internalize this shortcoming,
they can appreciate the need to communicate prices with the same cooperative spirit as they
communicate other information about the organization and its offerings. Organizations must
embrace customer orientation as a process that concerns all aspects of their relationships with
customers, not just those that pertain to crafting and positioning one’s offerings.
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