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Asymmetric Pricing 

• Firms more likely to pass through cost increases than 
decreases. 

• Evidence:  
– Fruit and vegetables (Pick et al., 1991) 

– Pork (New York Times, Jan. 7, 1999) 

– Milk (Canadian Press Newswire, Dec. 18, 2000) 

– Gasoline (Borenstein et al., 1997) 

– Cars (Peltzman 2000) 

– Banking (Hannan and Berger, 1991) 

– Producer products (e.g., steel, crude oil; Peltzman, 2000) 
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Why Asymmetric Pricing … 

• Asymmetric pricing:  
– “theoretical puzzle” 

– “serious gap in a fundamental area of economic theory.” 
(Peltzman 2000) 

• A consumer-based rationale: Dual entitlement 
(Kahneman, Knetsch and Thaler, 1986a, b) 

– Reference transaction 

– Retailer is entitled to its reference profit 
• When cost increases, retailer can increase its price (“cipi”). 

– Consumer is entitled to his/her reference price 
• When cost decreases, retailer does not have to decrease its 

price (“cdps”) 

– B/C it does not affect consumer’s reference price 
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Evidence for DE 

• Kahneman et al (1986a) 

– 79% considered it fair for a grocery store to raise its price by 30 
cents when wholesale price increased by 30 cents (cipi) 

– 53% considered it fair for a table manufacturer not to change its price 
when the cost of making each table was reduced by $20 (cdps) 

• Similar patterns hold for: 

– different types of sellers (e.g., retailers vs. wholesalers)  

– different reasons for the cost change (e.g., supply vs. efficiency) 

– for both consumers (Kahneman et al. 1986a, b; Urbany et al. 
1989) and managers (Gorman and Kehr 1992) in North America 

• Preliminary evidence that the cipi component of DE may be a global 
standard of fairness (Gao 2009, Bian and Keller 1999) 

– Cultural generalizability of cdps or asymmetric pricing is unclear. 
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Research Questions 

• Does culture influence fairness perceptions of 
asymmetric pricing? 
 

• Does cultural influence asymmetric pricing and each of 
its two components differently? 

 

• Why? 

 

• When? 



Culture and Relationship Norm 

• Self construal (Hofstede 1980; Markus and Kitayama 

1991) 

– Independent: individual autonomy and pursuit of individual goals 

– Interdependent: social connectedness and communal harmony 

• Relationship norms (Clark and Mills 1993, 1979) 

– exchange:  each party looking after their own self-interest 

– Communal: concern for the other party in the relationship 

• Self construal and Relationship norms (Kim et al. 1995; 

Triandis 1995, 1996, 2001a, 2001b) 

– Independent  exchange 

– Interdependent  communal 
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Fairness of Asymmetric Pricing from  

a Norm Perspective 

• According to DE, both parties in a transaction are entitled to their reference 

terms but the retailer has the right to “protect its profits at transactors’ 

expense” (Kahneman et al. 1986a, 730; emphasis added). 

• This focus on the pursuit of self-interest resonates with the exchange norms 

of independent consumers. 

• How about interdependent consumers with communal norms? 

• Two possibilities: 
1. Communal consumers are more concerned about the firm => Fairer 

2. Communal consumers want the firm to show concern for them => Less fair 

– Both are possible, as the communal expectations are mutual (Clark, Dubash and Mills). 

– But we argue for the latter. 

– This is because of the ego-centric bias in fairness perceptions (Babcock and Loewenstein, 

1997; Bolton et al. 2010; Haws and Bearden 2006;  Messick and Sentis 1979; Thompson 

and Loewenstein 1992; Van Avermaet 1974). 

 

H1:  Interdependent (independent) consumers guided by communal (exchange) norms will judge 

asymmetric pricing as relatively unfair (fair).  
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Transparency of Asymmetry 

• Asymmetric pricing = cipi + cdps 

– Asymmetry is transparent. 

• cipi or cdps, separately 

– It is not clear whether there is asymmetry. 

– It is not clear whether norms are violated or not. 

• Whether between or within subject test is appropriate for 

asymmetric pricing 

– Kalapurakal, Dickson and Urbany (1991) 

• Culture (and norm) effects on cipi or cdps should be 

weaker. 

H2:  Price fairness response for the two components of asymmetric 

pricing (compared to asymmetric pricing) will be relatively insensitive 

to culture and corresponding communal/exchange norms. 8 



Perspective Taking 

• Focused on cultural differences in fairness of asymmetric pricing 

• How to alleviate communal consumers’ unfairness perceptions? 

• Consumers spontaneously adopt self perspective. 

– Is the firm showing concern for me? 

• But, with an other perspective, 

– Am I showing concern for the firm? => Enhanced fairness perceptions 

• Exchange consumers should not be affected by perspective. 

– Exchange norms do not involve concern for others. 

 

H3: An other- (vs. self-) perspective is expected to mitigate 

unfairness response to asymmetric pricing under communal 

(but not exchange) norms. 
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Empirical Evidence 

• Pilot: U.S. vs. Singapore comparison 

– Provide preliminary evidence for H1 and H2 

• Study 1: Cultural effects  

– Support H1 and H2 by priming culture 

• Studies 2 and 3: Norm effects  

– By priming norm or operationalize it via industry 

• Study 4: Perspective taking  

– Support H3 
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Pilot Study: Stimulus 

• You shop for groceries at a convenience store. 

The store usually sells lettuce at [Sing]$1.50 per 

head. Some time ago, due to a decrease in the 

transportation cost, the wholesale price of 

lettuce was decreased by [Sing]$0.20. However, 

the store did not change its price for the lettuce. 

Recently, the transportation cost increased, 

raising the wholesale price of lettuce by 

[Sing]$0.20. The store increased its price for the 

lettuce by Sing$[0.20]. 

11 

Adopted from Kahneman et al. (1986a) 
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Pilot Study: U.S. vs. Singapore 

Pricing * Country Interaction: p<.01 
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Study 1 

• N = 158 Singapore college students 

• 2 (culture: independent, interdependent) by 3 (pricing: 
cipi, cdps, asym) between subject full factorial design 

• Priming task (Chen et al. 2005; Hong et al. 2000) 

• Priming culture affected norm in the predicted manner 
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Study 1: Priming Culture 

Pricing * Culture Interaction: p<.05 

Interaction effect partially mediated by norm 
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Study 2 

• Priming method adopted from Aggarwal and Law (2005) 

– Exchange: “… she always likes to keep things as even as 

possible …” 

– Communal: “… she likes to do things for people just to show that 

she cares for them…” 

• N = 112 undergraduate business students in the U.S. 

• “Imagine a pharmaceutical company that provides an assortment of 

products and services in the marketplace. The pharmaceutical 

company is determining the prices for its products and services. 

When costs (e.g., rent, overhead) increase, the pharmaceutical 

company passes on those costs to customers by increasing its 

prices. When costs decrease, the pharmaceutical company 

maintains prices. For example, the price of a product would rise by 

10% when its costs increase by 10%. However, if costs decline by 

10%, the price would remain the same.” 15 



Study 2: Priming Norm 

16 

3.82 

3.04 

3.44 

4.32 

3.41 

2.44 

1

 

2

 

3

 

4

 

5

 

6

 

7

 

cipi cdps Asymmetric pricing

F
a
ir

n
e
s
s
 P

e
rc

e
p

ti
o

n
s

 

Exchange

Commnual

Relationship * Pricing interaction: p < .05  

 

p > .10               p > .10                    p < .05 



Study 3 

• Design: 2 (industry: medical doctor, financial advisor) * 3 (pricing: 

asym, cipi, cdps) 

– Choice of industries based on pretest 

• N = 148 

 

“Imagine the following situation. You have moved to a new location and found a 

medical doctor for personal health care. The medical doctor has an 

independent practice. You are pleased with the doctor’s care. As you visit 

the doctor one day, you discover how the medical doctor sets his prices. 

When costs (e.g., rent, overhead) increase, the medical doctor raises his 

prices. When costs decrease, prices remain the same. For example, the 

price of a consulting fee for seeing the medical doctor would rise by 10% 

when costs increase 10%. However, if costs declined by 10%, the 

consulting fee would remain the same.” 
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Study 3: Norm across Industry 
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Relationship * Pricing interaction: p = .05 
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Study 4 – Perspective Taking 

 

 

 

 

 

 

“…visualize clearly and vividly how it would feel to 

be that person/how she feels in this situation…” 
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2 (culture: Independent, 

Interdependent) by 2 

(perspective: Self, Other) 

 

N = 122 undergraduate 

business students in 

Singapore 



Study 4: Self vs. Other Perspective 
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Take Away 
• Theoretical contributions 

– We examine the robustness and boundary conditions of dual 
entitlement in 3 ways 

• Culture (norm); Joint/Separate judgments; Self/Other perspective 

– Add to the scant research on how culture affects price fairness  

– Add to existing studies on cultural differences in the effects of fairness 
on downstream variables  

• Practical implications: 
– In practicing asymmetric pricing, managers need to cautious of 

relationship norms in different cultures, industries and retail environment 

– Firms may need to be strategic in revealing cost info and manage 
perspectives 

– Manager need to be mindful of the downside of building a communal 
relationship with customers 

 


