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Introduce New Prices without Driving

charge for a service that previously was offered for free. This 
can generate additional revenue, and help businesses to steer 
customers more effectively in desirable directions—such as, 
to other sales channels. Adhering to a few basic rules can sig-

which the authors explain here. This article was contributed by 
Sebastian Voigt and Frank Bilstein of Simon-Kucher & Partners, 
Strategy and Marketing Consultants (www.simon-kucher.com). 

For more information you can reach them at Sebastian.Voigt@simon-kucher.com and Frank.Bilstein@
simon-kucher.com, respectively.

Deutsche Bahn and Its Service Surcharge

I
n August 2008, Deutsche Bahn announced its annual
price increases, due to take effect in mid-December. Ticket
prices went up by 3.9 percent on average, and the prices for
rail cards, first-class surcharges and special weekend deals

increased as well. But that wasn’t all: Deutsche Bahn also an-
nounced its plan to introduce a service surcharge of €2.50 for
every rail ticket purchased at one of the company’s travel centers.
A storm of protest swept across Germany. How could Deutsche
Bahn start charging for something that had always been free?

Leaving aside the public outcry, it does of course make sense to
differentiate prices by sales channel. Rail travelers benefit from
the face-to-face service at the ticket counter, but this is more ex-
pensive for Deutsche Bahn. Elsewhere, price differentiation is
by no means new. Airlines charge extra for telephone bookings,
and telecommunication providers charge their lowest prices for
new customers who sign up online. Nevertheless, Deutsche Bahn
eventually bowed to public protest and shelved the controversial
service surcharge.

What Happens with Price Introductions?
When we are offered something for free, we usually take it with-
out giving it a second thought. But customers soon take free ser-
vices for granted, without realizing the actual value they provide.
This attitude vanishes when a price is introduced, no matter how
large or small. In theory, users should weigh the benefit against
the sacrifice (the price) and ask whether the purchase is worth-
while. The reasons do not necessarily have to be rational. Many
customers choose to stop using the previously free service out of
protest. The price introduction is viewed as unfair because the
value aspect has been forgotten.

Why It Still Pays to Introduce New Prices
In many cases, customer resistance is much greater when a new
price is introduced (no matter how small) than when existing
prices are raised. The effort can pay off, however, especially if the

new price generates revenue without putting too many customers
off. The result? Higher returns.

Let’s take an example. In 2006, Ryanair successfully introduced
a fee of €3.50 for each piece of checked-in baggage on its flights.
The number of passengers nevertheless climbed by 20 percent,
while the quarterly profits rose by 30 percent—largely due to the
new baggage fee. Once a price point has been set, it is relatively
easy to raise later on. That’s what Ryanair has done; it now costs
€10 to check in an item of baggage. Some airlines would today
be bankrupt if they had not gradually introduced fuel surcharges,
credit card fees, service charges and so on. However, the view
that the no-frills airlines are overdoing it with their surcharges is
becoming more widespread. In the next year or two we will see
whether the current model is tenable in the long term.

Price introductions for services can have the specific aim of driv-
ing customers away, thereby saving the company money. Most
consumers are unaware that a one-minute phone call to a call
center costs a business between €2 and €20. This is why so many
firms are not providing toll-free numbers, but rather forcing
customers to pay for these calls, thereby reducing the frequency
of them. Telecommunication providers charge a fee for mailing
bills to their customers in an effort to encourage them to opt for
online bills instead.

Ultimately, a newly-introduced price can have a positive impact
on the supplier’s image. The price of a particular service often
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influences the customers’ perception of its quality, because “if it
doesn’t cost anything, then it’s not worth anything.”

How Can the Acceptance of Price 
Introductions Be Increased?
Companies make a grave mistake if they do not introduce prices
with the utmost care. The following five rules have been proven
in practice to maximize customers’ acceptance of price introduc-
tions and thereby to boost revenue:

1. Improve Your Offering. Instead of introducing a price “for
the sake of it,” combine the announcement with a noticeable
improvement in what you are offering. Unless a service offers a
certain value, customers will be unwilling to pay for it. The val-
ue and usefulness of some services, such as Deutsche Post’s mail
forwarding service, is obvious. This service ensures that all mail
is redirected to customers after they move. It used to be free of
charge, but various options are now available at a cost.

Not all services offer such an obvious benefit, however. This is
why it is often a good idea to add extra features to a free service
you wish to charge for in the future. That way, the value to the
customer increases, as does the willingness to pay. At almost all
filling stations in Germany, there is now an obligatory fee for us-
ing the restrooms, replacing the previous voluntary contributions.
The successful Sanifair concept offered by Tank & Rast has re-
sulted in significantly higher-quality facilities, but this is not the
only benefit. Customers who use the restrooms receive a voucher
for the same amount as the restroom fee, which can then be re-
deemed in the filling station shop. This minimizes the “sacrifice”
being made and opens up new cross-selling opportunities. While
this concept was being introduced, the prices of goods in the fill-
ing station shops were also raised very slightly. But the value of
such a voucher system should not be overestimated. A consumer
survey showed that the launch of a voucher system increases the
acceptance of a new fee by a maximum of 25 percent.a

If customers are not (or not yet) willing to pay for the new or
improved service, it is a good idea to continue offering the exist-
ing service (or a slimmed down version) free of charge while also
offering an enhanced version for a fee. Providers of online ser-rr
vices or software often take this approach. First they attract new
customers by offering a free basic package, and later they steer
them toward a premium version for a fee. This strategy has been
extremely successful for XING: more than 500,000 of the 6.5
million users pay a monthly fee of €5.95 for the premium services.
In order for this approach to work, the premium version needs to
offer significantly greater customer value than the basic one.

2. Give Clear Reasons. Communicate convincing reasons for
the price introduction at an early stage, both internally and ex-xx
ternally. Keep your message consistent, from sales right through
to the management board.

New prices can be communicated in two ways: defensively and
aggressively. A defensive communication strategy draws mini-
mum attention to the introduction of new prices, for example
by simply adding them to the company’s list of prices for cus-
tomers and the general public. This approach is recommended
in particular for little-used services. Banks often pursue it when
increasing their charges. Their price systems are so complex that
the introduction of a new price goes largely unnoticed.

An aggressive communication strategy also involves notifying all
of the relevant market players of the change. This can be done
before the new price is introduced in order to signal to competi-
tors that they should follow suit. After all, a higher price level
ultimately benefits all of the players in a given sector. In addition,
the advance notice has a positive impact on customer trust.

Experience shows that it can be helpful to include items on the
invoice that are listed with a price of €0. When a service appears
on an invoice, customers perceive it to be of value whether it is
subject to a fee or not. This increases the acceptance of a future
price introduction.

Trust and credibility play a particular role in the acceptance of
price increases. In each case, the right arguments should be used
to back up the introduction of a new price. Rising costs for per-rr
sonnel, energy and raw materials open a window of opportunity
for companies to boost their prices, and are frequently mentioned
as reasons for these increases. Several empirical studies on cus-
tomer acceptance have shown that justifying increases by higher
transport costs is regarded as much more credible than tax hikes
or growing investments in service enhancements, for example.b

The simpler the reasoning, the better it works. In this regard it is
crucial for everyone, from the sales team through to the manage-
ment board, to communicate the reasons to the customers in a
consistent way. Training should be provided internally (especially
for sales employees) in order to familiarize staff with the new price
points and how to justify them to the customers.

Customers Away

Instead of introducing a price “for the 

sake of it,” combine the announcement 

you are offering. Unless a service 
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Deutsche Bahn’s choice of phrase for its planned “service sur-
charge” was unfortunate. It would have been better to announce
a “standard price” for tickets bought at travel centers, and then
to offer a discount for online or ticket-machine sales.

3. Get Stakeholders on Board. At an early stage, gain the sup-
port of opinion leaders who might initially oppose the price in-
troduction. Management, marketing and sales are generally very
critical of higher prices, and loss of market share is a common
fear. If the new prices are not broadly supported, the targets as-
sociated with them are destined to fail. Here too, Deutsche Bahn
offers an example of what not to do. When planning the launch
of its service surcharge, it did not notify the government (includ-
ing Chancellor Angela Merkel and Transport Minister Wolfgang
Tiefensee) and passenger associations such as Pro Bahn until it
was too late.

When prices are raised, the sales team usually faces resistance
from customers. This is why sales employees should be actively
involved in the success of a new price introduction. The more
effectively the new price is enforced, the more money will end
up in the salespeople’s pockets. Higher prices therefore benefit
everyone in the firm.

It is important not only to talk to stakeholders within the com-
pany, but also to consider the market acceptance of the new
prices. After all, it is the customer who ultimately has to pay the
higher price.

4. Bad News, Good News. As you deliver bad news to your
customers, offer some positive news as well to soften the blow.
Specifically, this means announcing a price increase in conjunc-
tion with a price cut. This is especially effective if the lower price
is widely publicized, but is not a major revenue factor. Instead of
delivering only bad news to your customers (as Deutsche Bahn
did), you can signal that they will actually be better off in the
future than they currently are.

Another option is to unbundle services from an existing pack-
age and sell them separately, as demonstrated by the hotel trade
a few years ago. Before the advent of the internet, European ho-
tels always charged a room rate that included breakfast. When
internet bookings became common (and prices became more
transparent), many hotels deducted the price for breakfast from
the room rate quoted, which was the main factor in customers’
decisions to book. Good news: The price per night fell. Although
the total for the room rate plus breakfast was then usually higher
than before, this had no impact on the number of guests order-
ing breakfast.

5. Start Small. Ensure that your initial price is not too high. The
first price is a springboard for future, larger, price increases. The
introduction of new prices almost always meets with customer
resistance. The question to ask here, and with all other price in-
creases, is: Should we opt for one large price increase, or several
smaller ones in sequence?
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Conclusion: Introduce Prices the Smart Way
Consumers use reference prices when they make purchasing de-
cisions. The price of a given service—even if it is €0—is always
the point of reference for future price developments, and zero is
a very powerful price point. Customers are acutely aware when
it changes. To minimize this effect, it is generally a good idea
to start with a low price to win consumer acceptance. A simple
price structure with a low payment frequency (such as a fixed
monthly price) draws minimum attention to the charge. How-
ever, setting the price should be understood not as a one-time
decision, but as an ongoing process. By monitoring customer ac-
ceptance of changes, companies can then make decisions about
future fee increases.

Introducing new prices is a major challenge for every business.
But by following these five rules, you can significantly increase
your chances of success.

Notes

a Online panel by Simon-Kucher & Partners; Industry: Operator 

b Online study by Simon-Kucher & Partners; Industry: Postal 
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