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Suppose That The Price Elasticity Of Demand For Concert Tickets Is 1.6 For
Students And 0.7 For Their parents or guardians. Understanding the concept of
price elasticity of demand and how it differs across various consumer groups
is essential for event organizers, marketers, and policymakers. This article
explores the implications of these elasticity measures, examines their
significance, and discusses strategic considerations for pricing concert
tickets effectively.

Understanding Price Elasticity of Demand

Definition and Significance
Price elasticity of demand (PED) is a measure of how much the quantity
demanded of a good or service responds to a change in its price. It is
calculated as:

\[
\text{PED} = \frac{\%\ \text{change in quantity demanded}}{\%\ \text{change
in price}}
\]

A PED greater than 1 indicates elastic demand, meaning consumers are
sensitive to price changes. Conversely, a PED less than 1 indicates inelastic
demand, where consumers are less responsive to price variations.

Interpreting The Given Elasticities
In the context provided:
- Students have a price elasticity of demand of 1.6, which is elastic. This
suggests that a 1% increase in ticket price would lead to approximately a
1.6% decrease in quantity demanded among students.
- Their parents or guardians have a price elasticity of 0.7, which is
inelastic. This means that a 1% increase in ticket price results in only
about a 0.7% decrease in demand from this group.

These differences in elasticity reflect varying sensitivities to price
changes, likely influenced by income levels, perceived value, and alternative
entertainment options.



Implications for Concert Pricing Strategies

Targeting Students: A High-Elasticity Group
Given the high elasticity (1.6), students are quite responsive to price
changes. Therefore:
- Lower ticket prices could significantly increase sales volume, maximizing
total revenue if the additional sales compensate for the lower per-ticket
price.
- Discounts, student packages, or early-bird specials are effective
strategies to attract this group.
- Dynamic pricing models may be employed to adjust prices based on demand
fluctuations, ensuring optimal revenue generation.

Example:
Suppose the original ticket price is $50. A 10% price increase ($5) would
lead to approximately a 16% decrease in demand, potentially reducing total
revenue. Conversely, lowering prices by 10% might boost demand substantially,
increasing overall revenue.

Engaging Parents or Guardians: An Inelastic Group
Since demand from parents/guardians is inelastic (0.7), their purchasing
decisions are less sensitive to price changes.
- Price increases may be more feasible without significantly decreasing
sales, potentially increasing revenue.
- Premium or bundled ticket options could be marketed to this group to
enhance revenue while maintaining demand.
- Value-added packages, such as VIP experiences or group discounts for
families, might attract more purchases without risking significant drops in
demand.

Example:
A 10% increase in ticket price might only reduce demand by about 7%, thus
increasing total revenue.

Analyzing Revenue and Demand Responses

Revenue Calculation and Elasticity
Total revenue (TR) is calculated as:

\[
\text{TR} = \text{Price} \times \text{Quantity Demanded}
\]



Understanding elasticity helps predict how total revenue will respond to
price changes:
- For elastic demand (PED > 1), decreasing prices generally increases total
revenue.
- For inelastic demand (PED < 1), increasing prices can boost total revenue.

Strategic Pricing in Practice
Event organizers should tailor their pricing strategies based on the
elasticity of different consumer groups:
- Set lower prices for students to maximize attendance and overall revenue.
- Consider raising prices for parents or guardians, especially if demand
remains stable, to increase revenue.

Practical Application:
Suppose a concert has:
- 1,000 tickets available.
- Original price: $50.
- Demand from students: 70% of tickets (700 tickets).
- Demand from parents: 30% of tickets (300 tickets).

If the organizer reduces student ticket prices by 10%:
- New student ticket price: $45.
- Expected increase in demand: \(1.6 \times 10\% = 16\%\).
- New student demand: \(700 \times (1 + 0.16) = 812\) tickets.
- Total revenue from students: \(45 \times 812 = \$36,540\).

If they raise parent ticket prices by 10%:
- New parent ticket price: $55.
- Expected demand decrease: \(0.7 \times 10\% = 7\%\).
- New parent demand: \(300 \times (1 - 0.07) = 279\) tickets.
- Total revenue from parents: \(55 \times 279 = \$15,345\).

Total revenue increases overall, showcasing the benefit of differentiated
pricing strategies.

Factors Influencing Price Elasticity of Demand

Income Levels and Budget Constraints
- Students typically have limited income, making them more sensitive to price
changes.
- Parents or guardians often have higher income levels, leading to inelastic
demand.



Availability of Substitutes
- Students might have alternative entertainment options like streaming
services, sports, or other events, increasing their sensitivity to ticket
prices.
- Parents may perceive concert tickets as unique or valuable experiences,
reducing their sensitivity.

Perceived Value and Experience
- The perceived value of the concert influences elasticity.
- If the event is highly anticipated or offers exclusive experiences, demand
becomes more inelastic.

Cultural and Social Factors
- Cultural significance or social peer influence can impact demand
elasticity, especially among students.

Ethical and Practical Considerations in Pricing

Pricing Fairness and Accessibility
- While maximizing revenue is essential, organizers should consider social
responsibility.
- Offering discounts or free tickets for underprivileged students promotes
inclusivity.

Balancing Revenue and Attendance
- Overly high prices may reduce attendance significantly among elastic
groups.
- Finding the optimal price point requires balancing revenue goals with
attendance objectives.

Use of Promotional Strategies
- Promotions, group discounts, and loyalty programs can influence demand
without solely relying on price adjustments.

Conclusion: Strategic Insights for Concert



Organizers

Understanding the differences in price elasticity of demand across consumer
groups is vital for effective ticket pricing strategies. For groups like
students with a high elasticity (1.6), lowering prices and offering discounts
can substantially increase demand and total revenue. Conversely, for groups
with inelastic demand (0.7), such as parents or guardians, organizers can
consider price increases or premium offerings without risking significant
drops in sales.

By analyzing consumer sensitivities and employing targeted pricing
strategies, concert organizers can optimize revenue, enhance attendance, and
create a more inclusive event experience. Additionally, considering external
factors like perceived value, substitutes, and social influences can further
refine pricing approaches.

In summary, leveraging the knowledge of demand elasticity allows for smarter
decision-making in ticket pricing, ultimately leading to successful event
management and satisfied audiences.

---

References:

- Mankiw, N. G. (2020). Principles of Economics. Cengage Learning.
- Pindyck, R. S., & Rubinfeld, D. L. (2018). Microeconomics. Pearson.
- Investopedia. (2023). Price Elasticity of Demand. Retrieved from
https://www.investopedia.com/terms/p/priceelasticityofdemand.asp
- Economics Help. (2023). What is price elasticity of demand? Retrieved from
https://www.economicshelp.org/blog/116123/economics/what-is-price-elasticity-
of-demand/

---

Note: Effective pricing strategies should always consider market conditions,
consumer behavior, and ethical implications to achieve long-term success.

Frequently Asked Questions

What does a price elasticity of demand of 1.6 for
students purchasing concert tickets indicate?
It indicates that the demand for concert tickets among students is elastic,
meaning a 1% increase in price would lead to approximately a 1.6% decrease in
the quantity demanded.



How does the lower elasticity of 0.7 for their
companions affect ticket pricing strategies?
Since the demand among their companions is inelastic (0.7), organizers might
be able to raise prices without significantly reducing the quantity sold to
this group, compared to students.

Why might students have a higher price elasticity of
demand (1.6) compared to their companions (0.7)?
Students likely have more substitutes or greater sensitivity to price
changes, making their demand more elastic, while their companions may
consider concert tickets a necessity or have fewer alternatives.

What implications does the difference in elasticity
have for concert organizers aiming to maximize
revenue?
Organizers could potentially increase ticket prices for the group with
inelastic demand (companions) to boost revenue, while offering discounts or
promotions to students to maintain attendance due to their elastic demand.

If the price of concert tickets increases, how will
the quantity demanded change among students versus
their companions?
A price increase will cause a larger decrease in demand among students (due
to elasticity of 1.6), whereas demand among their companions will decrease
less significantly (elasticity of 0.7).

Additional Resources
Suppose That The Price Elasticity Of Demand For Concert Tickets Is 1.6 For
Students And 0.7 For Their Parents: What It Means For Pricing Strategies and
Market Dynamics

Understanding how consumers respond to price changes is fundamental for
businesses, especially in the entertainment industry where ticket sales are a
significant revenue source. Recently, analysts and market strategists have
paid close attention to the differing sensitivities to price among distinct
consumer groups purchasing concert tickets. Specifically, the concept of
price elasticity of demand (PED) provides valuable insights into how much the
quantity demanded will change in response to a change in ticket prices.

In this article, we explore a hypothetical yet illustrative scenario: suppose
that the price elasticity of demand for concert tickets is 1.6 for students



and 0.7 for their parents. We will dissect what these figures imply for
pricing strategies, consumer behavior, and overall market dynamics. Through a
comprehensive analysis, readers will gain a deeper understanding of
elasticity concepts and their practical applications in the concert industry.

Understanding Price Elasticity of Demand: The
Basics

Before diving into the specific figures, it is essential to clarify what
price elasticity of demand entails.

Definition and Significance

Price elasticity of demand measures the responsiveness of the quantity
demanded of a good or service to a change in its price. It is calculated as:

PED = (% Change in Quantity Demanded) / (% Change in Price)

- When PED > 1: Demand is elastic. Consumers are highly responsive to price
changes.
- When PED < 1: Demand is inelastic. Consumers are less responsive.
- When PED = 1: Demand is unit elastic.

Understanding whether demand is elastic or inelastic helps businesses
determine optimal pricing strategies to maximize revenue and market share.

Implications of Different Elasticities

- Elastic Demand (PED > 1): Price increases tend to decrease total revenue
because the reduction in quantity demanded outweighs the higher price.
- Inelastic Demand (PED < 1): Price increases can lead to higher total
revenue as the decrease in quantity demanded is proportionally smaller.
- Unit Elastic Demand (PED = 1): Changes in price do not affect total
revenue.

In our scenario, the values of 1.6 and 0.7 indicate different sensitivities
among two consumer groups, with students being more responsive to price
changes than their parents.

Analyzing the Scenario: PED for Students and



Parents

Let’s interpret what a PED of 1.6 for students and 0.7 for their parents
signifies in real-world terms.

Students: Highly Elastic Demand (PED = 1.6)

A PED of 1.6 suggests that students are quite sensitive to price changes. For
example:

- If ticket prices increase by 10%, the quantity demanded by students would
decrease by approximately 16% (10% 1.6).
- Conversely, a 10% price reduction could boost student attendance by about
16%.

This high elasticity indicates that students are likely to compare prices
actively, seek discounts, or opt for alternative entertainment options if
ticket prices rise. Their demand is responsive because:

- Many students have limited disposable income.
- They might prioritize affordability over exclusivity.
- They are more likely to be influenced by promotional offers or group
discounts.

Practical implications: Ticket sellers need to be cautious with pricing for
student audiences. Small increases could significantly diminish demand,
reducing overall revenue from this segment.

Parents: Inelastic Demand (PED = 0.7)

A PED of 0.7 indicates that parents are less sensitive to price changes:

- A 10% increase in ticket prices would likely lead to only a 7% decrease in
demand.
- A 10% decrease in prices could boost demand by approximately 14%, but the
overall responsiveness remains relatively moderate.

This inelasticity suggests that parents may consider concert tickets as a
valuable experience or gift, making them less susceptible to price
fluctuations. Factors influencing this behavior include:

- The desire to provide cultural or entertainment experiences for their
children.
- The perception of concerts as special occasions worth paying for.
- Less price comparison or alternative options compared to students.



Practical implications: Pricing strategies targeting parents can be more
flexible, with less risk of demand loss due to price increases. Premium
pricing might be feasible for this segment.

Strategic Implications for Concert Organizers

Knowing the elasticity coefficients for different consumer groups allows
concert organizers to tailor their pricing strategies effectively.

Segmented Pricing Strategies

- Discounts and Promotions for Students: Since students exhibit elastic
demand, offering student discounts, early-bird specials, or group rates can
significantly increase attendance and revenue.
- Premium Pricing for Parents: Due to inelastic demand, organizers can
consider higher ticket prices for parent buyers without fearing substantial
drops in attendance, especially if the perceived value is high.

Dynamic Pricing Models

Employing dynamic pricing—adjusting ticket prices based on demand forecasts
and consumer responsiveness—can optimize revenue. For example:

- During periods of high student interest, prices can be kept lower to
maximize turnout.
- When the demand from parents is steady regardless of minor price changes,
prices can be adjusted upward to enhance profitability.

Balancing Revenue and Accessibility

Organizers must strike a balance between maximizing revenue and ensuring
accessibility:

- Overpricing tickets for students could lead to a significant drop in
attendance.
- Maintaining affordable prices for students can foster goodwill and future
loyalty.
- Pricing for parents can be set at a level that captures willingness to pay
without deterring demand.



Market Dynamics and Consumer Behavior

The differing elasticities reflect broader socio-economic and behavioral
factors.

Economic Constraints and Consumer Perceptions

- Students often operate under tight budget constraints, making them highly
responsive to price changes.
- Parents may view concert tickets as a worthwhile expenditure, perceiving
less need to hunt for discounts.

Impact on Market Segmentation and Targeting

Understanding elasticity helps in:

- Segmenting the market more effectively.
- Developing targeted marketing campaigns.
- Offering tailored promotions to different groups.

Potential for Cross-Subsidization

Organizers might consider strategies like:

- Using higher-margin sales from parents to subsidize lower prices for
students.
- Creating bundled packages that appeal to both segments simultaneously.

Limitations and Considerations

While elasticity figures provide valuable guidance, several caveats should be
kept in mind:

- Temporal Factors: Elasticity can vary over time; for example, demand might
be more elastic closer to the event date.
- Cultural and Regional Differences: Consumer responsiveness may differ
across locations.
- Data Accuracy: Real-world elasticity estimates require accurate data and
analysis; hypothetical figures serve as illustrative tools.
- Other Influences: Factors like concert popularity, artist appeal, and
competing events also impact demand.



Conclusion: Harnessing Elasticity for Better
Pricing and Market Strategies

The hypothetical scenario of a PED of 1.6 for students and 0.7 for their
parents underscores the importance of understanding consumer responsiveness.
High elasticity among students suggests that modest price increases can lead
to significant drops in demand, making discounts and promotional offers
essential tools for maximizing attendance. Conversely, the inelastic demand
from parents affords flexibility in setting higher prices without substantial
loss of sales, especially when the perceived value aligns with the cost.

For concert organizers and ticket sellers, integrating elasticity insights
into their pricing models can lead to more effective revenue management,
improved market segmentation, and enhanced customer satisfaction. By
tailoring strategies to the unique sensitivities of each consumer group, they
can better navigate the complex landscape of live entertainment demand,
ensuring both profitability and a memorable concert experience for all
attendees.

In essence, understanding and leveraging the different elasticities of demand
is key to optimizing ticket sales, fostering customer loyalty, and
maintaining a vibrant live entertainment scene in an increasingly competitive
market.
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