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History: 
• NYC DOT researched alternative forms of transportation 

• Proposed bike share program operated by Alta Bicycle Share  

• Sponsored by Citi 

• Opened to the public in May 2013 

o 330 stations 

o 6,000 bikes 

• Current pricing structure: 
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Option Time Permitted Cost 

Annual membership 45 minutes $95/year 

7-days 30 minutes $25/week 

1-day 30 minutes $9.95/day 

*Overages apply when bikes are not returned within 45 minutes for annual members, and 30 minutes 

for 7-days & single day users 
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Timeline: 

 
 
 
 
 
 

 
 

Current Issues: 
• Financial concerns to break-even 
• Annual pass holders are the largest market: ↑ usage but ↓ price 

 

Questions: 
• What is the demand for a given price level? 
• What is the optimal price for annual membership?  
• What is the base-case and worse-case scenario based on the proposed tax break bill? 
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November 2013 January 2014  April 2014  May 2014 

Proposal to add 
4,000 bikes, 270 

stations 

Biki, Canadian supplier 
of bicycles and 

technology, files for 
bankruptcy 

NY Senator Schumer 
proposes a tax break bill 
capped at $250 per year 

Proposal to raise 
annual membership 

to $140 

Locations around Upper 
West Side, Upper East 

Side, and Brooklyn 
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Price Point 

(Annual Pass) 

Demand (with No 

Tax Break) 

Demand (with 

Tax Break) 

 $      95  100,000         107,350  

 $     165    84,526           90,739  

 $     235  55,789           59,890  
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Tax Break Price Median Firm Value Prob(Negative NPV) 

No $95 $4.1M 0.43 

No $165 $63.8M 0.04 

No $235 $54.5M 0.06 

Yes $95 $12.6M 0.30 

Yes $165 $76.4M 0.02 

Yes $235 $65.2M 0.05 
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Tax Break Price Median Firm Value Prob of Neg NPV 

N $95 $4.1M 0.43 

N $165 $63.8M 0.04 

N $235 $54.5M 0.06 

Y $95 $12.6M 0.30 

Y $165 $76.4M 0.02 

Y $235 $65.2M 0.05 
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Optimal Price is between $165-$235 
 

However, the proposed price increase from Citi Bike is $140 –  

lower than an optimal price given our demand curve 

 

Why charge less than suboptimal price? 
o Volume over margin  

• Lower price ensures widespread adoption in the long-run 

o Not-for-profit  

• Raising additional $45 per annual member ensures break-even 

o Customer Psychology  

• Sticker shock less at $140 vs. $165+ 

o Differing Assumptions  

• Demand curve is steeper than assumed 
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Annual 

Membership Fee 

Tax Break 

Probability 

Firm Value 

With 

 Tax Break 

Firm Value 

With No 

Tax Break 

Expected Firm 

Value 

$95  0% $12,600,000  $4,100,000  $4,100,000  

$95  20% $12,600,000  $4,100,000  $5,800,000  

$95  30% $12,600,000  $4,100,000  $6,650,000  

$165  0% $76,400,000  $63,800,000  $63,800,000  

$165  20% $76,400,000  $63,800,000  $66,320,000  

$165  30% $76,400,000  $63,800,000  $67,580,000  

$235  0% $65,200,000  $54,500,000  $54,500,000  

$235  20% $65,200,000  $54,500,000  $56,640,000  

$235  30% $65,200,000  $54,500,000  $57,710,000  
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• Citi Bike can overcome financial problems and show a 
net profit by raising prices. 

 

• The annual membership fee should be increased from 

$95 to at least $165. 

 

• The likelihood of a tax break is highest when the annual 

membership fee is priced between $165 and $235. 

 

• The company is worth $67.6 million today. 
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