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The Price is Right?

ÅHow can pricing help respond to recession?

ÅPrice differentiation & óstretchô

ÅRevenue management & dynamic pricing

ÅHomo Economicus and the Theory of Relativity

ÅDonôt Panic... Discounting 

ÅMaximising the value of every ticket sold: leveraging 

ancillary income

ÅReducing prices to increase income



ñEverything is worth what its purchaser 

will pay for itò 
(Publilus Syrus, ñSententiaeò, First Century BC)
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Income = price x demand

£10 x 100 tickets = £1,000

100

£10 £12.50£7.50

Additional income

£7.50 x 20 tickets = £200

Additional income

£2.50 x 80 tickets = £200

Some of the existing 

attenders were willing/able 

to pay £2.50 more, resulting 

in additional income

Some new attenders were 

attracted by the lower price, 

resulting in additional income

The key to unlocking value is price differentiation



How to respond to recession with pricing

ÅDifferentiating prices

ï A range of prices is intrinsically beneficial

ÅStretch pricing

ï Set low prices for people on limited budgets

ï But, evidence shows many people are still willing to pay for what 

they see as premium experiences

ï Mid-range squeeze

ÅRevenue management



Revenue management

ñRevenue Management ensures that companies will sell the 

right product to the right customer at the right time for the 

right priceò

Robert Cross



Revenue Management

ÅInvented 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).

ï Airlines

ï Rail

ï Hotels

ï TV Advertising 

ÅEssentially it sets a range of price classes and then opens 

and closes availability of each price class according to 

comparison of actual sales against forecast sales



Using Revenue Management in the arts

RM Outcomes

Å Maximise yield where there is 

high demand

Å Stimulate sales where there is 

low demand

Å Shift demand from peak to off-

peak

RM Tactics

Å Pricing by performance 

Å Discount control

Å Sales promotions

Å Premium pricing

Å Standby

We already do revenue managementé 

é the main opportunity is to manage it better



Revenue management: some definitions

ÅREVENUE MANAGEMENT is about optimising volume of 

attendance for a perishable good, as well as maximising 

yield 

ï It therefore includes reducing prices to stimulate low demand as 

well as increasing prices to exploit high demand.  

ÅThe latter is the primary focus of YIELD MANAGEMENT 

(they are not the same thing).

ÅDYNAMIC PRICING: the adjustment of pricing variables

over time in response to emerging and changing patterns 

of consumer demand



Dynamic Pricing

ÅAuctions: the most truly dynamic pricing

ÅDynamic price management

ï All published prices are effectively óearly birdô rate which may or 

may not increase

ï Monitor sales and when volume is above forecast, adjust prices 

accordingly

ÅDiscounting

ÅPremium Pricing



DYNAMIC PRICE CONTROL: issues to consider

Å Changing prices is the easy bit!

ï Adjust discounting

ï Change scaling

ï Change prices

Å The tricky bit is knowing when to do it, and when not to

ï If you leave it until youôre 80% sold, youôve missed most of the opportunity

Å Forecasting and monitoring and fundamental to managing dynamic 

pricing...

Å Itôs a lot of work!

ï Are you sure itôs worth ité.?



Homo Economicus and the Theory of Relativity



Homo Economicus and the Theory of Relativity



The Truth About Relativity
from óPredictably Irrationalô by Dan Ariely

Economist Subscriptions

A.  Economist.com subscription $59

One-year subscription to Economist.com.  

Includes online access to all articles 

from The Economist since 1997

B. Print Subscription $125

One-year subscription to the print edition 

of the Economist

C.  Print & web subscription $125

One-year subscription to the print edition 

of the Economist and online access 

to all articles from The Economist 

since 1997

Economist Subscriptions

A.  Economist.com subscription $59

One-year subscription to Economist.com.  

Includes online access to all articles 

from The Economist since 1997

B.  Print & web subscription $125

One-year subscription to the print edition 

of the Economist and online access 

to all articles from The Economist 

since 1997



Anchor Pricing

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

ÅThe price of being so acutely sensitive to ratios and 

contrasts is a relative insensitivity to the absolute

ÅAnchoring ...

ñan initial value (the óanchorô) serves as a mental 

benchmark or starting point for estimating an unknown 

quantityò

ÅWhen estimating monetary values, people are easily 

swayed by anchoring; by illusions trading on contrasts and 

the power of suggestion



Discounting without the Drama: the most dynamic form of 
pricing

Discounts can be adjusted three ways:

Å Applicability 

ï Who can get the discount

Å Availability 

ï How many discounted tickets are 

available ïcontrolled through 

quotas

Å Discount Rates

Discounts can be adjusted:

Å By performance

Å By customer

Å By sales channel

Å Over the sales cycle

Description of discount rates 
affects perception and income:

Å Fixed lower price, e.g. best 
available for £10 is a very simple 
promotional message

Å Percentages allow for consistent 
discounts to be applied across 
multiple prices (e.g. for 
subscription) but   many people 
donôt understand them!

Å Fixed discount: £5 off £20 is 25% 
discounté Ã5 off Ã40 is only 12.5%

Å 2for1 (ótwoferô) is actually just a 
50% discount, 4 for 2 might 
actually generate more sales



Dynamic Revenue Management: Discount Control

Å Small changes make a big difference: £92,000 one year

04/05

05/06

04/05

05/06



Exploiting latent price sensitive demand

Creating a óhopperô of price sensitive demand can be very 

useful for shifting ódistressedô inventory:

ÅStandard tactics:

ï Standby

ï Secondary markets

ÅSegmentation:

ï Identify your ódiscount junkiesô and feed them when you need them

ÅStanding subsidised discount scheme



The down-sides of discounting

ÅIt involves.... Discounting!

ÅUndermining perceptions of value

ÅItôs all óbelow the lineô



Use ófencesô to protect perceptions of value

ÅEach difference in price (metrics) needs to be justified by a 

difference in value

ÅVALUE FENCES create the reason why people will pay 

more

ÅYou can add value, and you can subtract it: lower prices, 

e.g. discounts, must also be justified in order to protect 

value perceptions



Realising the full potential of every seat you sell: 
PREMIUM PRICING

ÅLast minute premium

ï Hold best seats for hot shows off-sale until the last minute

ï Added value in the ability to buy in-demand seats at the last minute

ÅValue-add premium

ï Doesnôt affect headline price

ï Flexible (any seat)

ï Can be either óoptionalô or óforcedô



Hippodrome Premium Packages



Leveraging ancillary income

ÅValue-add premiums

ÅTickets as a loss-leader?

ï AKA óFreemiumô

ÅWhat is the relationship between 

price and ancillary sales?

ÅóOn-salesô

ï Membership

ï Donations


