CEO Pricing Sheet
The Price Is Yours  .  price discrimination game  .  keep this with you
Your role.  You are the CEO of the only drug company in town. Each dose costs you 2 dollars to make, so your marginal cost is MC = 2. Your goal is the highest total profit. You do not see the patients' cards. You find the best price by trying a few and watching how many doses sell.
How to figure your profit
One price for everyone:   Profit = (Price minus 2)  x  Doses sold
Two prices (one per group):   Profit = (INSURED price minus 2) x INSURED doses  +  (UNINSURED price minus 2) x UNINSURED doses
Stage 1.  One price   try a couple of prices, keep the one that earns the most
	Round
	Price
	Doses sold
	Profit = (Price - 2) x Doses

	1
	
	
	

	2
	
	
	

	3
	
	
	


Stage 2.  Two prices   set a price for INSURED and a price for UNINSURED, call each group in turn
	Round
	INSURED price
	INSURED doses
	UNINSURED price
	UNINSURED doses
	Total profit

	1
	
	
	
	
	

	2
	
	
	
	
	

	3
	
	
	
	
	


Stage 3.  Resale is allowed   patients may now trade with each other, try to hold your prices
	Round
	INSURED price
	UNINSURED price
	What happened to profit

	1
	
	
	

	2
	
	
	

	3
	
	
	


Tip:  in Stage 1 a higher price earns more per dose but sells fewer. Hunt for the sweet spot. In Stage 2 you can keep the high group's price high and still open a lower price for the uninsured group, so you capture buyers you were losing.




