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Most of Us Are Not Thinking About  
Mixed Bundling Correctly

I have been a student of mixed bun-
dling for the last 17 years and just 
recently, I realized the way most of 
us have been taught to think about 

mixed bundling is not particularly rele-
vant to the real world. A startling epiph-
any, I know, so let me make my case to 
you. 

First off, let’s define mixed bundling. 
Mixed bundling is the practice of sell-
ing products both individually as well as 
in a bundle. The bundle price is almost 
always lower than the sum of the indi-
vidual product prices. 

A common mixed bundling example can 
be found at your local McDonald’s. The 
fast-food giant offers a Big Mac Value 
Meal that is typically priced 20% below 
the cost of the individual components 
(Big Mac, fries and soda). 

Those of us who study mixed bundling 
often think about the concepts laid out 
by the seminal article written by Adams 
and Yellen (“Commodity Bundling and 
the Burden of Monopoly,” Quarterly 
Journal of Economics, 1976). Adams 
and Yellen assume price discrimination 
(some customers pay more than others) 
is the primary driver of mixed bundling, 
and customers value each product of-
fered independently of whether they buy 
any other product the seller offers. 

The authors’ most questionable assump-
tion: Demands for products by those 
who purchase the bundle must be nega-
tively correlated (meaning that when 
a customer purchases a bundle, they 
highly value one product and have a low 
valuation for the other product). Virtu-
ally every pricing book cites this Adams 
and Yellen explanation as the primary 
motivator for offering a mixed bundling 
strategy. 

To give you an example of Adams and 
Yellen’s thinking, let’s return to the Val-
ue Meal example. For simplicity, let’s 
assume the Value Meal only contains a 
Big Mac and fries. Adams and Yellen as-
sume the discounted value meal bundle 
is targeted toward two primary customer 
types: Big Mac lovers (high-value Big 
Mac, low-value fries) and fries lovers 
(high-value fries, low-value Big Mac). 

The notion of price discrimination 
comes from the idea that Big Mac lovers 
who purchase the bundle implicitly pay 
more for a Big Mac relative to fries lovers 
(who value a Big Mac less than Big Mac 
lovers) who buy the same Value Meal. 
The key driver of Adams and Yellen’s ex-
planation is the notion of demands being 
negatively correlated: The Big Mac lover 
has to be not fond of fries and the fries 
lover has to be less enamored with a Big 
Mac. 

Explanation Not Practical
While the Adams and Yellen mixed 
bundling explanation may make sense 
theoretically, I don’t think it’s realistic. 
Do you really think that targeting Big 
Mac lovers and fries lovers is the primary 
reason why McDonald’s offers a Value 
Meal? … I don’t. 

How about the hotel that in addition to 
offering each product individually, of-
fers a “Relaxation Weekend” package 
that includes Champagne and strawber-
ries at turndown and breakfast? Do you 
think this bundle is targeted to Cham-
pagne and strawberry enthusiasts (who 
also happen to not highly value break-
fast) and breakfast enthusiasts (who love 
breakfast but don’t highly value Cham-
pagne and strawberries)? … I don’t. 

Do you think Randy’s Car Wash in Wa-
tertown, Mass., offers a Premiere Pack-
age (wash, undercarriage wash/rust in-
hibitor, triple foam protectant sealer 
wash, Wheel Brite and tire wash – a $28 
value for $18) to target wash/rust inhibi-
tor lovers (who don’t value Wheel Brite) 
and Wheel Brite lovers (who coinciden-
tally don’t value wash/rust inhibitor)? … 
I don’t. 

In fact, I’m hard-pressed to think of 
any mixed bundling strategy in the real 
world that was implemented for the rea-
sons that Adams and Yellen assert is a 
basis for mixed bundling. 

The truth of the matter is that Adams 
and Yellen’s explanation does not make 
sense – at least in terms of being a pri-
mary driver of mixed bundling in the 
real world. Does the Adams and Yellen 
explanation play a minor role in the real 
world? Well … possibly. 

I imagine many Big Mac lovers and 
fries lovers purchase McDonald’s Value 
Meals, but negative demand correlation 
and price discrimination aren’t the pri-
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mary reasons why McDonald’s 
offers these meals. 

Reasons for Mixed 
Bundles
In my experience, here are 
some reasons why, in the real 
world, companies offer mixed 
bundles: 

1. Competition. If every-
one else offers a bundle dis-
count, perhaps you ought to 
also. Since most fast-food res-
taurants offer bundled meals, 
McDonald’s really ought to 
consider doing so also. 

2. Volume discount to cap-
ture diminishing value. Pur-
chase a large volume of our re-
lated products, and we’ll give a 
volume discount. The All-Clad 
Stainless 9-Piece Cooking Set 
is priced at $550, a $300 sav-
ings compared to purchasing 
each piece individually. I really 
don’t need both a 2-quart and 
3-quart saucepan, or a grill 
pan set for my cooking needs 
– but if the price is right, why 
not buy the bundle?

3. Provide information. Bun-
dles can provide information to con-
sumers. Check out the myriad of services 
offered at your local car wash – there are 
too many for me to understand! What 
services should you buy? Service bun-
dles typically offered at car washes (e.g., 
bronze, silver and gold packages) offer 
information on what services constitute a 
good, better and best car wash. 

4. Price discriminate between buyers 
of individual products and bundles. 
Suppose McDonald’s finds that its cus-
tomers who only purchase sodas (e.g., to 
quench the thirst of a hot day) are will-
ing to pay more than customers who 
purchase sandwiches and fries. A dis-
counted bundle price will implicitly sell 
that soda at a lower price relative to cus-
tomers who only purchase a large Diet 
Coke.

5. From a behavioral pricing perspec-
tive, the notion of providing extra 
“value” to customers. I hear this expla-
nation all of the time from senior man-
agement of Fortune 100 companies to 
CEOs of mom-and-pop shops. Let’s face 
it, a discount often compels us to pur-
chase products that we otherwise would 
not buy. Still don’t believe me? Think 
of your shopping trips to Costco. How 
many of you purchased the exact prod-
ucts you had planned to buy when you 
entered the store? If you did, you have 
more pricing will power than I do! I 
can’t resist the temptation of a great deal 
(how can you say “no” to 10 mangos for 
$5.99?).

As pricing strategists, these five reasons 
are the fundamental drivers for offering 
mixed bundles.

How much of a 
discount?
After deciding to offer mixed 
bundles, the key question 
becomes how much of a dis-
count should be offered to ac-
complish your mixed bundling 
goal. For example, In-N-Out 
Burger (my favorite fast-food 
chain) offers three bundles. 
What’s interesting about In-
N-Out’s bundles is that the 
restaurant does not feel com-
pelled to offer a discount as 
their competitors do – the 
bundles are listed simply as a 
convenient way to order and 
cue customers on what items 
to order. 

An example of using bundling 
to provide a volume discount 
is Cincinnati Bell’s 40% dis-
count to customers who pur-
chase a land line, cell and In-
ternet bundle. Would a 25% 
discount have attracted the 
same customers? 

In terms of bundling to pro-
vide information, does Ran-
dy’s Car Wash really have to 
offer a 36% discount to cue 
me that his Premiere Wash 

package includes top-of-the-line services? 
Perhaps he does not even have to offer a 
discount. Instead, Randy could simply 
convey that the best car wash involves 
those particular services. 

Bottom Line
Mixed bundling is one of the most pop-
ular pricing strategies in today’s market-
place. I think it’s time for practitioners 
to step back and re-evaluate why they are 
offering their mixed bundling strategy. 

In my opinion, the Adams and Yellen 
price discrimination/negatively corre-
lated demands reasoning doesn’t cut it 
in the real world. Ensuring that you are 
using mixed bundling strategies for the 
right reason(s) and at the right prices is 
key to pricing for profits and growth.

I imagine many Big Mac lovers and 
fries lovers purchase McDonald’s 
Value Meals, but negative demand 
correlation and price discrimination 
aren’t the primary reasons why 
McDonald’s offers these meals.




