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Introduction

"In the battle between fair pricing and profit margins, where does Ola's price estimation strategy truly stand?"

Ola is one of India’s leading app-based ride service companies that have transformed the way people daily travel across
the country. By providing convenient and accessible transportation services, Ola has gained a significant share in the
market in India and globally. However, as the company has grown, it faces new challenges, particularly regarding fare
estimation and driver payout. Recently, Ola has introduced a ride fare estimation system that provides its customers with
two fare ranges. This focus on offering transparency has led to dissatisfaction among both drivers and passengers, as
drivers increasingly demand higher pay, often leading to fare conflicts.

Background

The introduction of the “dual fare estimation’’ system by Ola was intended to give passengers a more accurate prediction
of their ride costs. Currently, the dual fare estimation is applicable only for the auto rickshaws and under “book any”
(Mini, Prime Sedan), but surely and certainly this has brought conflicts among the drivers and customers. However, this
system has also created confusion among the passengers and drivers. Drivers often prefer the higher fare estimate, while
passengers expect their ride at an affordable range. This mismatch has led to conflicts, cancellations and a decrease in
overall satisfaction in customers. Additionally, the rising of the operational costs and the demand for better pay from
drivers have put pressure on Olato find a balance between maintaining fair pricing for its customers and to ensure adequate
compensation for the drivers.

Ola’s fare structure

Ola’s fare structure is designed to cover various factors and ensure fair pricing for both riders and drivers. When we book
a ride, we are charged for several things such as a base fare to start from the point, a distance fare based on how far we
travel and a time fare for the duration of the trip to reach the destination. If the driver has to wait for the customer’s arrival,
there is an additional waiting time fee applied. During busy periods, Ola applies peak pricing to boost rates, which can
also vary depending on the car type we choose.

Additional fees might include an advance booking charge if we schedule a ride in advance, an access fee for auto rides,
and a convenience fee if we use in-cab entertainment. If we are picked up or dropped off at the airport, there are airport
surcharges. Tolls and parking fees are added as needed and a cancellation fee might apply if we cancel our ride. Finally,
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a service tax is included in the total fare. Once we pay through Ola Money or cash or the UPI, the fare is credited to the
driver’s account, covering the cost of the trip and ensuring the driver gets paid accordingly.

Ola deducts service tax from customers payments before applying a commission, which varies by location. The remaining
amount is then paid to the driver within 2 working days. The commission rates include 7.5% for new drivers during a
certain period, around 20% in India, 10% for metered taxis and 15% for Private Hire Vehicles (PHV) in the UK, 18% in
New Zealand, and between 15% to 22.5% in Australia.

Issues Faced

1. Dual Fare Estimation Confusion: The two range fare estimation system has led to a lack of clarity for both drivers
and passengers which is often resulting in disagreements over the fare and the drivers demanding for the high range.

2. Driver Compensation Demands: Drivers are increasingly demanding higher pay due to rising fuel costs in India,
maintenance expenses and other such factors.

3. Customer Dissatisfaction: The inconsistency in fare expectations versus what is charged is leading to cancellations,
negative experiences, and loss of trust among passengers.

4. Operational Challenges: Ola is facing operational difficulties in managing the expectations of both drivers and
passengers while trying to maintain a competition in the Indian market.

Solutions

1. Revise the Fare Estimation Model: Simplifying the fare structure or returning to a fixed fare model could reduce
confusion and prevent disagreements between drivers and passengers. 2. Increase Driver Incentives: Offering better
incentives or bonuses for the drivers could help alleviate their concerns about compensation, leading to more consistent
and satisfied service. 3. Enhance Customer Communication: Clear communication about fare estimations and the
factors influencing them can help manage customer expectations and reduce cancellations. 4. Implement a Feedback :
Regularly gathering feedback from both drivers and passengers can help Ola adjust its policies to better meet the needs of
both parties.

Supplementary information

Ola's dual fare estimation system, introduced with the intention of bringing transparency, has unfortunately led to several
challenges that now need urgent attention. The system was designed to offer passengers a clearer picture of their potential
ride costs by providing two fare estimates, but this has instead caused confusion and dissatisfaction among both customers
and drivers. This growing dissatisfaction highlights a pressing need for a more straightforward and transparent pricing
model that can satisfy all parties involved.

As it stands, this system is causing significant issues for Ola. The dissatisfaction among both drivers and passengers is not
just a minor inconvenience—it's leading to a decline in Ola’s market share. Customers are beginning to explore other ride
service platforms, and this is resulting in a loss of existing customers for Ola. The challenge for Ola now is to find a
balance between keeping rides affordable for passengers and ensuring that drivers are fairly compensated. If this balance
isn’t struck soon, the company risks losing even more of its customer base to competitors who might offer a more
consistent and predictable pricing experience.
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One possible solution is to revise the fare estimation system itself. By simplifying the fare structure, Ola could reduce the
confusion that currently surrounds ride pricing. Another approach could be to increase incentives and benefits for drivers.
This could help address the concerns about fair compensation, making drivers more satisfied with their earnings and less
likely to demand higher fares, which in turn would lead to fewer conflicts with passengers.

But the big question remains, will these changes, such as applying dual pricing specifically to auto rickshaws and certain
types of cabs like “book any” (Mini, Prime Sedan), really work? This issue seems to be particularly problematic for auto
drivers, who are seeing an increase in fare prices due to the way ride service companies like Ola calculate their fares.
Unlike regular auto rickshaws, which have a straightforward fare structure, Ola's system includes a variety of additional
charges. These can include fees for picking up passengers, dropping them off at their destination, and other miscellaneous
costs that are typically excluded from regular auto rides. The survey also showed us that the Auto fare sections showed
more details, which was about the regular “Meter Fare”. Which was more likely to be less priced than the estimated fares
shown.

This fare break-up, along with the tax break-up, adds extra charges that passengers may not fully understand, leading to
even more confusion and dissatisfaction. It’s crucial for Ola to recognize that while transparency in pricing is important,
it should not come at the cost of complicating the fare structure to the point where it alienates customers and drivers alike.

Hence, Ola’s dual fare estimation strategy, though well-intentioned, is currently causing more harm than good. If the
company does not address these issues soon, it could lead to a further decline in customer loyalty, as people might start
opting for other ride services that offer simpler, more predictable pricing. Ola must act quickly to adjust its pricing system
and offer better incentives to its drivers. Doing so could be the key to keeping both passengers and drivers happy while
also remaining competitive in a rapidly changing market. Whether the specific application of dual pricing to auto
rickshaws and certain cab types will solve these issues remains to be seen, but it’s clear that something needs to change—
and soon.

Conclusion

In summary, while Ola's price estimation strategy is intended to be fair, it's causing issues for both passengers and drivers.
If not resolved soon, customers may switch to other ride services that have been offering more transparent price
estimations with support by the Government of India and Government of Karnataka. Henceforth, Ola needs to adjust its
pricing system and offer better incentives to keep both passengers and drivers satisfied and maintain competitiveness in
the market.

However, will the dual pricing system, currently applied to auto rickshaws and certain cab types, solve these issues? The
problem is particularly evident among auto drivers, as fare hikes often result from ride services charging extra for customer
pick-up and drop-off, unlike regular auto rickshaws. The fare and tax break-up add additional charges not seen in standard
auto rides, which is definitely a loss for customers, regular auto drivers and Ola’s drivers.
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APPENDIX

Appendix A: Survey Questionnaire

The questionnaire used in this research includes 10 questions related to the frequency of Ola service usage, fare estimation
experiences, driver compensation, and overall customer satisfaction. The survey was conducted among respondents aged
18-68, with a focus on understanding their preferences and issues related to Ola's dual fare estimation system.

Questionnaire

1. How often do you use Ola services?
Daily

Weekly

Monthly

Rarely

2. Have you ever experienced fare variations with the two-range estimation system? Yes, frequently
Yes, occasionally

No

3. How satisfied are you with the fare estimation provided by Ola?
Very satisfied

Satisfied

Neutral

Dissatisfied

Very dissatisfied

4. Have you ever canceled a ride due to fare disagreement?
Yes

No

5. Do you believe Ola drivers are fairly paid?

Yes

No

Not sure

6. How often do Ola drivers request more than the estimated fare?
Always

Often

Sometimes

Rarely

Never
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7. How do you rate your overall experience with Ola in terms of fare transparency? Excellent
Good

Fair
Poor

8. Would you prefer a fixed fare system over the current dual estimation system? Yes
No

9. Do you believe the dual fare system affects your decision to use Ola?
Yes, it has reduced my usage

No, it has not affected my usage

Not sure

10.What changes would improve your experience with Ola?

Clearer fare estimates

Better driver compensation

Improved customer support

Fixed pricing

Appendix B: Data Analysis

The data analysis shows that a significant number of respondents experience dissatisfaction with the current fare
estimation system, with many suggesting a preference for a fixed fare system and better driver compensation. The findings
highlight the need for Ola to reconsider its pricing strategy to improve both customer and driver satisfaction.
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Count of How often do you use Ola services?

Monihiby

Wnnkty

Rariy

Dty

Age group of the following responders : 18-68

The above analysis shows the Ola users who are facing significant dissatisfaction with the fare estimation system and with
many experiencing frequent fare differences and feeling that drivers are not fairly compensated which has led to ride
cancellations and reduced usage of the Ola services. Most respondents from the above survey prefer a fixed fare system
over the current dual estimation system and suggest that clearer fare structures and better driver compensation could
improve customer satisfaction. Recommendations also include implementing a fixed fare system, enhancing fare
transparency and also boosting the driver’s compensation to ensure to resolve these concerns of the users.

Appendix C: Survey Data Visualisation

The Appendix includes survey images that visually represent key findings about Ola's dual fare estimation system. These
visuals highlight customer dissatisfaction, frequent fare variations, and a preference for a fixed fare system. The data
underscores the need for changes in Ola's pricing strategy to improve customer and driver satisfaction.
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