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Pricing Airline Seats, Golden Oldies 
and Other Pricing Dilemmas

Skybus’ $10 Seat Strategy
Last month, I got a phone call or email 
from practically every person I know 
raving about the fare structure of Sky-
bus, a new discount airline. Skybus of-
fers ridiculously low fares, but charges 
you for just about everything else. 

While seating is not assigned, $10 lets 
you onboard before the masses (who 
didn’t pay the extra $10) duke it out for 
aisle seats. Want to check your bags? 
That’ll be $5. A soda … $2. Want to go 
to the bathroom … that’s still free. 

But where Skybus is really raising eye-
brows is its pricing strategy of offering 
$10 fares on its routes. And get this, 
these $10 fares are not limited time of-
fers or restricted to 5:30 AM flights. 
Skybus pledges to offer at least 10 seats 
on EVERY flight for $10. And these 
aren’t phantom seats. I checked out their 
website, and there are plenty of $10 seats 
available. 

This pricing strategy is smart for many 
reasons. First off, it’s $10 — what a great 
marketing splash! But just as important-
ly, this strategy creates loyalty to Sky-

bus’ website. Sure there’s a good chance 
that the $10 seats will be sold out, but it 
definitely makes sense for a traveler to at 
least check availability when booking a 
trip to see if luck is on their side. And if 
that $10 fare is not available, they may 
just stick around to book a $79 fare.

Even if a startup airline offers an argu-
ably better product, it still has to dis-
count its price. Case in point: EOS Air-
lines. EOS offers a luxury ride between 
New York and London on 757 airplanes 
(normally holding as many 220 passen-
gers), which have been renovated to fly 
up to 48 passengers in grand style. 

Each passenger has a mind blowing 
21 square feet of personal space and a 
78-inch, fully flat reclining bed. EOS’ 
roundtrip price ranges from $3,200 to 
$7,500. British Airways’ comparable 
first-class service can be as expensive as 
$14,500. 

So why do new airlines have to dis-
count so heavily? Would it really sur-
prise you if I say it’s all about value? 
Sure incumbent airlines have well-es-
tablished brand names, a wide network 
of destinations, and back-up aircraft to 
help with delays. But I believe it’s all 
about the value of the “kickback”… fre-
quent flyer programs. 

Quite simply, new airlines offer infe-
rior programs. Their small network of 
destinations makes it difficult to earn 
frequent flyer miles, redeem miles to fun 
destinations, and diminishes the value of 
earning “elite” status. The latter reason is 
a key drawback to attracting well-heeled 
business travelers. Flyers are awarded 
“elite” status if they fly at least 25,000 
miles a year on an airline. 

One nice perk of being “elite” is regular 
first-class upgrades. There’s a great deal 
of value in being upgraded from a $300 

transcontinental coach ticket to a $2,500 
first-class seat. 

If you are a business traveler who flies 
weekly on full fare tickets (the bread 
and butter of airline profits), which air-
line are you going to concentrate your 
travel on: a startup that flies to a handful 
of destinations (that may not even of-
fer first-class seating) or United Airlines 
(that flies globally and liberally pours 
champagne in first class)? 

Startups have to face the reality that 
business travelers love these “kickbacks.” 
As a result, new airlines are forced to 
offer discounts to compensate for their 
lackluster frequent flyer programs.

When Does “Old” Mean 
“Vintage” and Deserve a 
Higher Price?
Over the years I’ve worked on fasci-
nating pricing projects for companies 
that produce content (e.g., music, film, 
books). What’s interesting is that these 
companies share the same fallacy in how 
they think about their products’ value. 
They feel “old equals discount.” And 
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what results from this thinking is … 
“Hidden Profits!”

On the front page of the D section of a 
recent New York Times, a large and col-
orful ad announced that the national 
bestselling book Stumbling on Happiness 
was in paperback “at last.” Hallelujah…
we can all sleep better knowing this day 
has finally arrived! 

The notion of releasing a 
high-priced hardback ver-
sion and then, after a period 
of time, offering a discount-
ed paperback is a classic 
combination of differential 
pricing and the versioning 
strategy. Depending on the 
demand for a product, sell 
high to readers that value 
the book, and discount the 
price later to entice other 
buyers with lower valua-
tions. Makes sense, right? 

Here’s the problem: from 
a value perspective “old” 
shouldn’t necessarily mean “discount-
ed.” Consider John Grisham’s break-
out book, The Firm. Published in 1991, 
it spent 47 weeks on The New York 
Times’ bestseller list. And while Grisham 
has gone on to write a number of big 
books, The Firm remains a classic. Still, 
Grisham’s publisher followed the tradi-
tional hardback to paperback differential 
pricing strategy. Today, if I want to buy 
The Firm, I can only get it in paperback 
($7.99 or $9.00). 

Publishers need to understand that 
the composition of people demanding 
a product changes over time. My bet 

is that current demand for The Firm 
comes from customers that have recently 
learned about the book. 

These consumers may have just read 
Grisham’s latest thriller and want to buy 
his other books, or they were exposed 
to the author from his recent Lifetime 
Achievement Award at the Galaxy Brit-

ish Awards. In fact, some interested cus-
tomers may not even have been born 
when the book was published. 

Can we agree that consumers in 2007 
are different than those interested in 
buying The Firm in the early 90’s? So …
why are publishers setting prices that are 
designed to entice those original lower 
value customers? 

My point is that, over time, the com-
position of buyers change. If I were a 
publisher, I’d take the discounted pa-
perback off the market after a year or so 
and replace it with a higher-priced (nic-

er-looking), softcover edition to better 
profit from new demand. 

The notion of changing prices to capital-
ize on different demand is also relevant 
to the music industry. Greatest hits CDs 
are rarely top sellers. If I own all of my 
favorite artist’s (Jimmy Buffett’s) CDs, 
why would I buy his greatest hits pack-

age (unless there are new 
songs/versions)? 

Since demand is expected 
to be less than blockbust-
er, record companies often 
set lower prices for great-
est hits CDs. For example, 
James Taylor’s latest release 
is priced at $18.98, while his 
outstanding Greatest Hits is 
priced at $11.98. The seg-
ment of customers that pur-
chase Mr. Taylor’s Greatest 
Hits is different than those 
that buy his latest release (a 
compilation of Christmas 
songs). 

My bet is that his record company can 
price at par or even at a premium to at-
tract these “entry level greatest hits” fans. 
These customers value the convenience 
(and cost savings) of receiving all of 
James Taylor’s best songs on one CD.

So for content providers, let me riff on 
Bob Dylan’s famous song title “The 
Times are A-Changin’” by humbly add-
ing “Your Demand Curve is A-Changin’ 
… So Your Price Should be A-Chan-
gin’.” Much like wine, some content can 
become “vintage” over time. 




