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How Consumers Perceive Price “Fairness”

“Play Fair or I Quit!”

On a road near me, there are 
three gas stations. One sta-
tion consistently undercuts 
the other two by $.01 to 

$.03 a gallon. Drivers line up for this 
station, clogging the road in both direc-
tions. Customers wait to save, on aver-
age, $.02 a gallon. For a 20-gallon tank, 
that is $.40. If they wait six minutes each 
time, that is equivalent to $4 an hour. 
Hardly rational behavior. 

Gasoline consumers act irrationally be-
cause they are mad. They perceive that 
OPEC exerts unfair power over oil sup-
ply: it now controls some 40 percent of 
oil production and over 60 percent of 
crude oil reserves. Oil companies make 
unfair profits: ExxonMobil has posted 

the highest profits ever recorded by a 
company. Executives receive unfair com-
pensation: the ExxonMobil CEO is paid 
over $144,000 a day. 

Gasoline wholesalers price unfairly: they 
use some sort of secret “zone” pricing so 
that some neighborhoods can be charged 
as much as $0.50 a gallon more than 
others. And at the retail stations, cus-
tomers believe they are charged unfairly: 
they get less for their money on hot days 
because the gasoline expands.

Consumers react to the perceived un-
fairness by punishing the oil companies 
at the pump. Their concerted force is 
formidable, and companies can be slow 
to recognize it. For example, the presi-
dent of the Western States Petroleum 
Association, when defending the prac-
tices of zone pricing, said “it is a per-
fectly acceptable...way for companies 
to price fairly in different areas.”1 Con-
sumers disagree. They think it is wrong. 
And some companies are catching on. 

For example, in a recent advertisement 
for the Sprint TM mobile phone service, 
there is a photo of some children forlorn-
ly reading a sign outside a playground. 
The sign gives the playground rules. 

The first two are: 
1. “You have to guess how many minutes 

you’re going to use your ball—for the 
next two years. Don’t guess too high or 
too low, or you’ll be sorry.”

2. “Whoever is new on the playground is 
more special. It’s just a fact. Therefore, 
new kids get the new things. Old ones 
don’t.”

The Sprint advertisement then points out 
the unfairness of mobile phone pricing: 
extra charges for estimating your usage 
too high or too low, and lower charges 
for new customers. It could also mention 
unfair extra charges for “regulatory is-
sues” and confusion caused by multiple 
plans and indecipherable billing. The 
advertisement explains that Sprint is now 

rewriting the rules “to make things fair.” 
Sprint has been driven to change their 
policies due to the public’s quiet but ef-
fective response to the unfair pricing 
practices of the mobile phone industry. 
The company evidently gets it that fair-
ness matters.

Printer ink cartridges offer another ex-
ample of a company’s responding to 
consumers’ concern for fairness. Ink car-
tridges typically have been priced like ra-
zor blades. Firms charge next to nothing 
for the razor but up the wazoo for the 
blades—or in this case, the ink.2 Because 
each company’s cartridges worked only 
on their printers, buyers had no choice. 
Customers thought this was unfair. As a 
result, court cases were instigated.3 

The media pointed out that printing 
ink cost more per liter than vintage 
champagne.� Bloggers wrote reams of 
complaints. Until recently, however, the 
ink companies persisted in their pric-
ing strategy. But now the fight for fair 

Sellers may underestimate the way 
perceptions of “ fairness” play into 
customer behavior. If buyers believe 
they are being subjected to unfair 
prices, then they will often go to ex-
traordinary lengths to express their 
anger. In this excerpt from her book, 
THE PRICE IS WRONG: Under-
standing What Makes a Price Seem 
Fair and the True Cost of Unfair 
Pricing (John Wiley & Sons, 2008), 
Sarah Maxwell, Associate Professor 
of Marketing, Fordham University 
Graduate School of Business, exam-
ines the critical issue of fairness and 
explains why companies must take 
heed. Sarah will be a keynote speaker 
at the PPS 19th Annual Fall Confer-
ence in Miami, FL, October 28-30, 
2008. For more information about 
this article, you can contact the au-
thor at: smaxwell@fordham.edu or 
visit www.thepriceiswrong.org.
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prices has been taken up by one seller: 
Kodak has produced a printer that may 
cost more but whose ink costs less than 
half as much as that of its rivals.5 

In addition to gasoline, mobile phones, 
and ink cartridges, similar battles against 
unfair prices are being fought in many 
industries. Sometimes the battle is swift, 
like the quashing of Amazon’s attempt 
to charge different amounts for the same 
MP3 player to different buyers: some 
people were charged $233.95, while oth-
ers were charged $182.95. Due to cus-
tomer anger, Amazon quickly stopped 
and offered a refund to anyone who had 
paid the higher price.

Some combatants are organized, like the 
elderly who go to Canada to buy drugs 
because they cost 30 to 50 percent less 
there than in the United States. At times 
these consumer rebellions have lethal 
results. Four people in South Africa died 
during a riot over the mixed-race com-
munity’s paying for electricity based on 
meter readings, while others were paying 
a small fixed fee.6

And occasionally these battles are lost, as 
in the case of the Victoria’s Secret cata-
log.7 The company offered males a $25 
discount on any $75 purchase, where-
as females were offered only $10. The 
court dismissed the case not because sex 
discrimination was accepted, but be-
cause the case was based on racketeering 
charges under the RICO statute, which 
the judge found to be irrelevant.

A Fair Price
The evidence shows that if sellers do not 
play fair, consumers will quit. But what 
is a fair price?

“Fair” has two separate meanings: “ac-
ceptable” and “just.” The difference 
between an “acceptable” fair price and 
a “just” fair price is the difference be-
tween what is here called personal and 
social fairness. It is the difference be-
tween a price you prefer because it 
meets your own personal standards, 
and a price you judge acceptable be-
cause it meets society’s standards. 

A personally fair price is one that is low 
enough to meet your expectations. In 
many cases, customers consider a price 
fair simply because it less than antici-
pated. As a researcher has commented, 
“Saying a price is fair may be another 
way of saying it is lower.”8

A socially fair price is one that is the 
same for everyone, does not give the 
seller unreasonably high profits, does not 
take advantage of consumer demand, 
and so on. Gasoline prices over $4 a gal-
lon are personally unfair; zone pricing 
of gasoline—where some people have to 
pay more than others—is socially unfair.

When describing an unfair price, person-

al and social fairness are often presented 
in tandem. Pharmaceutical prices are 
considered unfair both because they are 
so high and because they are more ex-
pensive here than in Canada. Textbook 
prices are unfair both because they are so 
high and because students are forced to 
make the purchase. 

The Social Norms
Personal and social fairness are deter-
mined by the adherence to social norms, 
the consensual rules of a society. They 
apply to every aspect of economic ex-
change. This includes not only the price 
itself but also what is priced, who sets 
the price, what people get price excep-
tions, what price information is provid-

Figure 1: Examples of Social Norms of Pricing

Scope of Social Norms of Pricing Examples of Social Norms of Pricing

What is priced  Restaurants should be paid to prepare  
 meals, but spouses should not.

Who sets the price  Sellers should set prices in retail stores, but  
 not in auctions.

What is basis for price  Train prices should vary by age, but not by  
 weight.

What people get price Movie prices should be lower for the low-in 
 come elderly but not for the low-income poor.

Where prices are different Higher prices should be charged for beer in 
 hotels than for beer in grocery stores.

What people get paid more/less  Higher salaries should be paid to physicians 
 than to equally essential school bus drivers.

What is priced higher/lower  Higher prices should be charged for diamond  
 crystals than for salt crystals.

How price is charged  Gasoline charges should include an extra nine- 
 tenths of a cent, but grocery prices should not.

What price information is  Prices should be tagged in retail stores but  
 not in flea markets.

What is included in price  Elevator service should be included in the  
 price of offices, but curtains should not.

When price can change  Price increases should be based on increased 
 costs, not increased demand.
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ed, what is included in the price, and so 
on. 

Some examples of pricing norms are 
given in Figure 1. The reaction to these 
examples can be “Of course! That’s just 
how things are.” Of course, restaurants 
are paid to prepare meals—and spouses 
are not. That is obvious. But the social 
norms are not as obvious as they appear. 
Just consider the possibilities: 

Suppose restaurants 
charged extra for 
condiments. Sup-
pose nurses had to 
be tipped for ser-
vice. Suppose bru-
nettes and blondes 
had to pay a sur-
charge. You might 
respond that these 
things would never 
happen. But in Slo-
vakia, some restaurants charge tourists 
extra for mustard and catsup. In India, 
some nurses demand a tip to bring new 
babies to their mothers. Foreigners in 
India are charged more for entry into the 
Taj Mahal than natives are. To Ameri-
cans, these charges seem wrong. They are 
deemed unfair.

An Emotional Response
Consumers respond to an unfair price 
emotionally. The intensity of emotion 
differs depending on the kind of unfair-
ness. If it is “personal,” such as an extra 
charge for bread in a restaurant, the cus-
tomer might feel mildly annoyed.

In contrast, when a price is thought to 
be “socially” unfair, consumers respond 
ferociously. They feel an irrational de-
sire to “get back” at the seller, even if it 
takes more effort than the money in-
volved. They will argue endlessly with 
the store manager to get a $5 refund 
on a defective product. They will drive 
five minutes longer to avoid a pharmacy 
that prices unfairly.

Recent studies suggest that the emo-
tional response to fairness is innate. 
Female brown capuchin monkeys that 
have been trained to use tokens for 
money are incensed when the exchange 
is not fair.9 This was demonstrated by 
the actions of the capuchins when sepa-
rated into adjacent cages where they 
could observe each other’s behavior. 
If the first trained monkey received a 
grape (a treasured reward) without hav-
ing to pay the usual token, but the sec-

ond monkey had to pay a token for 
only a cucumber (a less valuable re-
ward), then the second monkey either 
threw her own token away or refused 
to accept the cucumber. Just having a 
grape in the first monkey’s empty cage 
was enough to make the second mon-
key sulk. “The researchers suggest that 
capuchin monkeys, like humans, are 
guided by social emotions.”10

Fairness, in effect, is the emotional part 
of economic decision making. Neuro-
logical research shows that without this 
emotional component, consumers can-
not make a decision to buy.11 It is the 
emotions that generate a fast, convinc-
ing belief as to whether a price is accept-
able or unacceptable, good or bad, right 
or wrong. Fairness is an emotional “yes” 
or “no.” 

In Sum...
A fair price is one that is emotionally 
okay. But when the norms are violated 
and the price is judged personally and 
socially unfair, watch out! Tempers flair. 

Consumers say, “Play fair or I quit!” And 
companies had better take heed.

THE PRICE IS WRONG: Understand-
ing What Makes a Price Seem Fair and the 
True Cost of Unfair Pricing by Sarah Max-
well (Copyright © 2008 by Sarah Max-
well) is reprinted with permission of John 
Wiley & Sons, Inc. To purchase a copy of 
the book, you can visit www.Wiley.com.
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It is the emotions that generate a fast, 
convincing belief as to whether a price 
is acceptable or unacceptable, good 
or bad, right or wrong. Fairness is an 
emotional “yes” or “no.” 




