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The Price is Right?

A How can pricing help respond to recession?

APrice differentiation & 6st |
A Revenue management & dynamic pricing

A Homo Economicus and the Theory of Relativity

ADondét Panic... Discounting

A Maximising the value of every ticket sold: leveraging
ancillary income

A Reducing prices to increase income
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NEverything I s worth

wi | | pay for It
( Publ i | uSe nStyer niKisst Gestary BC)
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The key to unlocking value is price differentiation
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Some new attenders were
attracted by the lower price,
resulting in additional income
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Some of the existing
attenders were willing/able
to pay £2.50 more, resulting
in additional income

80 :
Income = price x demand

£10 x 100 tickets = £1,000
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ckets = £200

Demand (number of tickets sold)
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How to respond to recession with pricing

A Differentiating prices
i A range of prices is intrinsically beneficial

A Stretch pricing
i Set low prices for people on limited budgets

i But, evidence shows many people are still willing to pay for what
they see as premium experiences

i Mid-range squeeze
A Revenue management
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Revenue management

NRevenue Management ensures t
right product to the right customer at the right time for the
right priceo

Robert Cross
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Revenue Management

A Invented to address the perishability of the inventory (the
common factor in most industries where it is applied, I.e.
once the show has started, you can never sell the ticket
again).

i Airlines

i Rall

i Hotels

i TV Advertising

A Essentially it sets a range of price classes and then opens
and closes availablility of each price class according to
comparison of actual sales against forecast sales
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Using Revenue Management in the arts

RM Outcomes RM Tactics

A Maximise yield where there is A Pricing by performance
high demand A Discount control

A Stimulate sales where there is A Sales promotions
|0V‘_’ demand A Premium pricing

A Shift demand from peak to off- A Standby
peak

We already do revenue managem

. the main opportunity is to manage it better
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Revenue management: some definitions

A REVENUE MANAGEMENT is about optimising volume of
attendance for a perishable good, as well as maximising
yield

i It therefore includes reducing prices to stimulate low demand as
well as increasing prices to exploit high demand.

A The latter is the primary focus of YIELD MANAGEMENT
(they are not the same thing).

A DYNAMIC PRICING: the adjustment of pricing variables
over time in response to emerging and changing patterns
of consumer demand
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Dynamic Pricing

A Auctions: the most truly dynamic pricing

A Dynamic price management

i Al | published prices are effect
may not increase

i Monitor sales and when volume is above forecast, adjust prices
accordingly

A Discounting
A Premium Pricing
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DYNAMIC PRICE CONTROL: issues to consider

A Changing prices is the easy bit!
i Adjust discounting
i Change scaling
i Change prices
A The tricky bit is knowing when to do it, and when not to
i I'f you |l eave it until youdre 80% sold, vy

A Forecasting and monitoring and fundamental to managing dynamic
pricing...

Altodos a |l ot of wor k!
i Are you sure itobés worth iteée.?
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Homo Economicus and the Theory of Relativity

W asalie rasdrg ' Flassaiel Timws
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Homo Economicus and the Theory of Relativity
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The Truth About Relativity

from OPredictablArelyl rrational 8 by Dan

Economist Subscriptions Economist Subscriptions
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Anchor Pricing

from Priceless: The Myth of Fair Value (and How to Take Advantage of It),
William Poundstone

A The price of being so acutely sensitive to ratios and
contrasts is a relative insensitivity to the absolute

A Anchoring ...

Aan i1 nitial valwue (the oO0ancl
benchmark or starting point for estimating an unknown
guantityo

A When estimating monetary values, people are easily
swayed by anchoring; by illusions trading on contrasts and
the power of suggestion
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Discounting without the Drama: the most dynamic form of
pricing

Discounts can be adjusted three ways:
A Applicability
i Who can get the discount

A Availability

i How many discounted tickets are
available i controlled through
quotas

A Discount Rates

Discounts can be adjusted:
By performance

By customer

By sales channel

Over the sales cycle

To o To Iw
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Dynamic Revenue Management: Discount Control

A Small changes make a big difference: £92,000 one year
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Exploiting latent price sensitive demand

Creating a 6h
S

'
usef ul f or stres

A Standard tactics:
i Standby
i Secondary markets

A Segmentation:

i ldentify your odiscount junkieso

A Standing subsidised discount scheme

THEATRE TICKETS £1 2

oLD VIC

The Aditya Mittal tickets for under 25s
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The down-sides of discounting

A It involves.... Discounting!
A Undermining perceptions of value
Altos all o6ébel ow
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Use O0fencesdO to protect perc:e

A Each difference in price (metrics) needs to be justified by a
difference Iin value

A VALUE FENCES create the reason why people will pay
more

A You can add value, and you can subtract it; lower prices,
e.g. discounts, must also be justified in order to protect
value perceptions
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Realising the full potential of every seat you sell:
PREMIUM PRICING

A Last minute premium
i Hold best seats for hot shows off-sale until the last minute
i Added value in the ability to buy in-demand seats at the last minute

A Value-add premium
i Doesnot affect headline price
i Flexible (any seat)
i Can be either Ooptional d or ofo
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Hippodrome Premium Packages

Birmingham

Hippodrome

Celebrate the final week of We Will
with our luxurious Show & Hospital
evenings.

Special

'Killer Queen’ Package

Circle Restaurant

Heceive a warm welcome on arrival at the theatre
Indulge in a glass of Champagne on arrival
Complimentary programme (per couple)

Enjoy a luxury 3-course meal at one of our best tables
Complimentary We Will Rock You gift

Return to your table at the interval for your dessert or coffee

L]
L]
L]
L]
L]
¢ Enjoy the show from top-price seats in the auditarium
L]
Price £82 per person

Monday 7 - Saturday 12 September only!
Birmingham Hippodrome have created two limite

combining luxurious hospitality and fine dining wi
see this Summer's hottest show.

To book this package please call 0844 338 5000

We Will Rock You - the musical by Queen and Be
theatrical' which has defied all comparisons and
London's West End and theatres around the world
vears to an audience of well beyond 6 million.

' Want It All' Package

Treat your group of 12 or more to a first class experience in a
Frivate Suite with an unforgettable back stage tour

Heceive a warm welcome on arrival at the theatre

Indulge in a glass of Champagne on arrival

Complimentary programme (per couple)

Complimentary We Will Rock You T Shirt

Enjoy a luxury 3-course meal and wine in your own private suite
Enjoy the show from top-price seats in the auditorium

Return to your private suite at the interval for your dessert and
coffae

¢ Post Show Back Stage Tour

o Farewell Drink or Coffee in StageSide

Price £155 Per Person

Expect your favourite Queen songs including "We
Champions", "Another One Bites The Dust", "We |
and, of course, "Bohemian Rhapsody’”.
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Leveraging ancillary income

A Value-add premiums

A Tickets as a loss-leader?
i A K AFreemiumo

A What is the relationship between
price and ancillary sales?

Ad6Omal es b
i Membership
i Donations
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