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Dear Readers: In Issue 
January 2018 – Part XIII, a 
due credit was unintentionally 
left out for a few points on 
sharing experiences. With due 
apologies, fondest regards and 
deep gratitude, with the aim of 
giving credit where it is due, I 
would like to mention the name 
of Dr. Arvind Saxena, a General 
Dentist from Agra (U.P.), whose 
name was inadvertently left out 
in the names credit references.

15. Rule No. 15 (Continued): 
Charge your worth or you 
slowly become worth of what 
you charge.

In the February 2018 issue, I 
with my co-author for the last 
issue, Dr. Vandana Dhameja 
had discussed pricing basics 
with all of you about how the 
prices are generally established 
and we had precisely given the 
four well known ways for the 
same at the fag end of that 
article. However, there are 
many more ways also, which I 
shall be discussing below.
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methods before we choose the 
right one for our clinical set up. 
The below given pricing tactics 
followed all over the world are 
for your knowledge as they 
are established methods used 
all around for marketing to 
attract more clients to reap rich 
dividends and maximize profits. 
I am sure most of us use one of 
the four methods described in 
last issue but I know quite a 
few dentists who are fond of a 
few of the other methods and 
employ the same sometimes to 
ward off competition; however, 
a word of caution, in our 
field, there is a very thin line 
between ethical and unethical, 
especially in this regard, so be 
sure never to cross that line. 
The below given methods are 
in addition to the four methods 
described in the last issue (IDA 
Times, February 2018).:

6. Pre-Emptive Pricing 
Strategy: This pricing strategy 
is pretty much aggressive in 
nature and is basically meant 
to drive away competitors, 
therefore, also called as 
predatory pricing. Its inherent 
nature is to deter others from 
entering the marketplace by 
deliberately selling at below 
market prices (temporarily, of 
course). Pre-emptive pricing 
strategies are usually common 
in monopolistic markets which 
have typically low competition 
levels. It is not that relevant 
to new start-ups usually, but 
can be very important and 
potentially useful strategy 
occasionally. 

7. Premium Decoy Pricing 
Strategy: This is a pricing 
structure which sets prices 
in conflict with one another 
internally (products) in own 
set up. In this pricing, one 
can price any product or a 
service at a slightly higher 
price to encourage sales of 
a lower valued product and 
as marketing research has 
shown, the results of this type 
of pricing are surprisingly 
superlative and consistent, for 
e.g. in dental clinics having 
a target group of lower and 
middle strata of patients who 
can’t afford Zirconia crowns 
(highly priced) but also try to 
shift to Metal crowns can be 
relocated to PFM crowns via 
this type of pricing. 

This type of pricing effectively 
implements price pointers, 
thereby, increasing overall 
volume of sales. We, the dentists 
can particularly use this 
pricing strategy as we usually 
have more than one product or 
service on offer for our patients 
and we can set a price that 
maximizes our conversion rates 
from Metal Crowns to PFM 
Crowns and patients skipping 
Zirconia Crowns also to PFM 
Crowns (P.S. This is just an e.g. 
and strictly applies to markets 
where you know the target 
group of patients can rarely 
afford a Zirconia crown).

8. Discounted Pricing Strategy: 
This is slightly similar to mark 
up pricing explained in the last 
issue (IDA times, February 
2018), but still somewhat 
different. Offering specially-
reduced prices is used as a 
marketing tool to clear off old 
stock, a reason for making 
clients do a multiple purchase 
of popular products or to 
encourage larger orders in one 
go. 

This usually comes across as 
a powerful masterstroke as 
sellers usually make bigger 
profits in one go through 

discounted pricing as the 
catch word is ‘bulk sale’. One 
of the commonest reasons for 
clients to rush for the sale is 
discounted pricing especially 
if it is on a branded product. 
A word of caution is to be 
exercised as for a too much 
discount (like a 50% or 70% off), 
clients can sometimes question 
the full-rate price or we can be 
seen as a cheap option, making 
us difficult to charge full-
rate prices in the future and 
potential patients waiting for 
a discounted price (sale) based 
on hearsay from peers for the 
similar products leading to 
no sale in fresh stock (no pun 
intended).

9. Odd Value Pricing Strategy or 
Psychological Pricing Strategy: 
Odd value pricing sometimes 
comes across as an attractive 
option of buying as Rs. 999 
comes across a substantially 
cheaper option than Rs. 1000, 
although the difference is just 
a single rupee. In behavioral 
economics analyzing the buyer 
decision process, psychological 
pricing is something that makes 
a dramatic difference in sales 
and there is a lot of statistical 
data to prove it as well.

10. Skimming Pricing Strategy: 
A unique product or service can 
be sold at a higher price, but 
the catch word here is unique, 
otherwise you may just price 
yourself out of the market if 
there is credible competition for 
a similar product or a service.

11. Penetration Pricing 
Strategy: A pricing option, 
supposedly, the opposite of 
skimming pricing and the one 
traditionally, our seniors and 
parents have been forcing 
upon us since time immemorial 
by starting at low prices to 
attract customers, capturing 
a good market share before 
competitors catch up with you 
and finally, on having a loyal 
customer base, raising your 
prices. 

The thought process behind 
this is very simple; boosting 
the initial footfall, registering 
your presence in minds of 
public, establishing the product 
or service in the minds of the 
prospective clients and then, 
the prices can be escalated. 

The thought is also to set up 
ourselves nicely in a comfortable 
position to capitalize on sales 
later at a higher price. (In 
Punjabi, my local language, 
this is signified into three 
words – Chatti, Hatti & Khatti/
Watti – Chatti means, that you 
will have very less clients as 
a start-up, so keep prices low 
to spread the name and so, 
you will have to pay expenses 

from your own pocket with no 
savings initially; Hatti means, 
now you are going to have some 
footfalls in your set-up, so now 
you will start to break even, 
but will have no savings, but 
surely you will not have to pay 
for expenses from your pocket 
also and Khatti/Watti means 
that finally, your clients know 
about your existence and you 
start having regular footfalls 
in your practice, you will earn 
profits for sure). Alternatively, 
penetration pricing can also be 
used to promote brand loyalty 
effectively.

12. Premium Pricing Strategy: 
A premium quality product 
or a service can be used to 
set its value artificially high 
in an attempt to encourage a 
favorable audience perception, 
something that will be the USP 
(Unique Selling Proposition) of 
our setup. Later, if the services 
or products begin to establish 
a reputation for quality, this 
is a great pricing strategy to 
implement. 

I strongly believe there should 
be some products which should 
be premium priced in each set 
up especially in clinics with 
mixed strata of patients. That 
is why, I have stressed time 
and again in previous articles of 
IDA Times about knowing your 
target audience because that 
plays a huge role in deciding 
what you have to target and 
market accordingly in your 
practice.

13. Price Leadership Pricing 
Strategy: The price leadership 
scenario is attained, once the 
business or clinical practice 
is at a stage to dictate terms 
and becomes self-sufficient to 
command prices at will within 
the same marketplace. This 
should be the target and goal 
of any practice and usually 
works best for clinics where 
competition is scarce or not 
great in number. 

14. Loss Leadership Pricing 
Strategy: The loss leadership 
scenario in today’s time stands 
on flimsy grounds as someone 
rarely gives us a second chance 
in this cut throat competitive 
world. This strategy involves 
selling a product at ultra low, 
almost a loss making price. 
The logic or philosophy of this 
strategy says that although 
there might not be a profit 
on selling that product or 
service, but the clients could 
be attracted to have a view of 
the facilities available (if we 
have cutting edge technology 
available and we are using this 
strategy as a back door entrant 
for the patients to have a look 
at the state of art facilities 
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Different Pricing Tactics & Un-
derlying Patient (Consumer) 
Psychology
Pricing is a phenomenon 
accomplished with the goal of 
keeping our professional income 
running and our ‘business’ of 
dentistry afloat. The underlying 
patient (consumer) psychology 
has to be correctly understood 
which usually underpins the 
failure and success of any 
business strategy. The sooner 
we start viewing our services as 
a business dealing with patient 
(consumer) satisfaction, the 
sooner we shall start staying 
in the green zone rather than 
the red zone which demarcates 
profitability and loss. Pricing 
of services is the way which 
brings about revenue and we 
should be familiar with all the 

(Image Courtesy: Google)

5. Value-based Pricing Strategy: 
Also known as the Value-
optimized pricing, it is a pricing 
strategy which sets prices 
primarily, but not exclusively, 
according to the perceived or 
estimated value of a product or 
service to the customer rather 
than according to the cost of 
the product or historical prices 
(Wikipedia). 

Where it is successfully used, it 
improves profitability through 
generating higher prices 
without impacting greatly on 
sales volumes. The approach is 
most successful when products 
are sold, based on emotions 
(fashion), in niche markets, 
in shortages (e.g. drinks on a 
hot summer day) etc. Due to 
modern pricing software and 
pricing systems and the ability 
to capture and analyze market 
data, more and more markets 
are migrating towards value-
based pricing. 

This pricing strategy is the 
one which only really affects 
products and speaks the 
relative value placed on an 
object. The perceived value of 
something is what creates its 
value or the brand value. If 
one can find out how much, the 
clients (patients) are willing to 
spend before the price becomes 
a deal-breaker, we can really 
be well-placed to maximize our 
profits. 
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available) and could be lured 
to buy other more profitable 
options (for us) because of the 
reputation of being on the 
lower side of the pricing. This 
strategy usually backfires as 
the patients are very smart 
these days and in the longer 
run, we can end up making big 
losses.

Which pricing strategy is thus 
MOST effective in Dental 
scenarios?
Out of the total 14 strategies 
explained, the two most 
commonly used pricing are the 
cost-plus or value-based pricing. 
It is very important to be in 
sync with normal market prices 
for a particular service. There 
has to be a benchmark for this 
and that needn’t necessarily be 
your competitors’ price list of 
what they are charging. 

It is no rocket science that 
setting the prices too much 
higher or lower is not going to 
work out unless we have an 
established brand and patients 
are convinced with our services 
provided. Too low prices will 
throw away all profit and too 
high prices will make us lose 
patients, unless we can offer 
them something which is our 
forte and otherwise unique 
which they can't get anywhere 
else easily (and most important 
is for that, they ought to have 
knowledge of the same also). 
The perception of our service 
in market scenario is also 
important which we effectively 
call as the grapevine.

unless we charge them higher 
prices from start. One-off sales 
may cost you more than repeat 
footfalls, so any of the 14 pricing 
strategies can be used for such 
patients (a word of advice: not 
all pricing strategies suit our 
‘noble’ profession, so pick and 
choose accordingly). Whatever 
prices you set, just make sure 
that they cover all the costs 
and have the potential to 
deliver a profit. Bottom-line, I 
will say, the two best methods 
of pricing our products and 
services are Cost-plus and 
Value-based pricing. The best 
choice depends on the type of 
our practice (mass practice or 
class practice) that influences 
our patients to spend and 
the nature of the competition 
around us (branded or non-
branded).

1. Cost-plus Pricing: Many 
clinics use the cost-plus 
pricing method to make 
sure that the profit not 
only covers all overheads 
but generates the requisite 
percentage for our needs. 
It is usually expressed as 
a percentage of the cost. It 
is generally more suited to 
clinics or practices dealing 
in mass practices with 
huge number of OPD’s in 
markets usually dominated 
by price competition. The 
main drawback of cost-
plus pricing is that it never 
builds our image or gives us 
a market positioning. Also, 
in this method, hidden costs 
are easily forgotten and true 
profit per sale is often lower 
than we can estimate.

we can charge according to 
the value we offer to them. 
This approach can lead to a 
windfall of income several 
times, seemingly very 
profitable but in the market 
it sometimes alienates 
potential customers who are 
price driven only and also 
can breed or harbour new 
competitors.

 Dear Peers and Friends, 
I would be continuing 
with Rule No. 15 (charge 
your worth) in the next 
issue explaining the most 
commonly committed 
mistakes in pricing and also 
the very exciting concept of 
Pareto Principle. 

Miss at your own peril…….!!!!
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Sometimes at many places, high 
pricing makes the perception of 
our services we are offering as 
being of premium value which 
might encourage patients to 
take services from us but the 
drawback is that it might 
deter price-conscious patients. 
I always believe majority of 
people won’t bargain for their 
health at least. I also suggest 
giving some benefits in the 
form of value-added services in 
same price at least to our loyal 
patients (no discount in price, 
by the way) as a thank you 
gesture. The golden point to 
remember here is that patients 
who are expensive to satisfy will 
always be much less profitable, 

(Image Courtesy: Google)

2. Value-based Pricing: This 
focuses on a mutual 
relationship of the strength 
of the benefits; our practice 
offers to our patients’ vis-à-
vis the price, our patients 
are willing to pay. Usually 
seen in markets with class 
or elite practice, value-
based pricing deciphers 
clearly-defined benefits 
to patients that give us a 
distinct advantage over 
our competitors, thereby, 
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