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Your Brand Can Learn a Lot From 
How MLB Changed Its Ticket Sales

Baseball’s innovations in pricing and selling tickets 
are pertinent to many industries because they take un-
der-utilized or non-utilized assets based on the under-
standing of customers’ needs and willingness to pay, 
plus the contribution margin that comes along with val-
ue added services, which creates revenue and profit 
streams where none existed before, as the author ex-
plains. Gabriel Smith is currently the Chief Evangelist 
and Vice President of Innovation at Price f(x) and has 
19 years of experience in Quote to Cash, CPQ, Pric-
ing, Promotions, Consulting, Product Management, 
Sales and General Management. He can be reached 
at gabriel.smith@pricefx.eu. 
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O
pening day has come and 
gone, and another season 
of baseball has kicked off. 
For all the nerds like me, 

who have watched and compiled the 
stats to analyze, I assure you, this is 
not another “Moneyball” article. In-
stead of Sabermetrics, I want to talk 
about a fundamental part of the game 
– the pricing of tickets.

If you’re not a baseball fan or in the 
Major League Baseball (MLB) busi-
ness you should still take note because 
many of the rules here apply to many 
brands across the board. 

Baseball’s innovations in pricing 
and selling tickets are pertinent to 
many industries because they take 
under-utilized or non-utilized assets 
based on the understanding of cus-
tomers’ needs and willingness to 
pay, plus the contribution margin that 
comes along with value added servic-
es, which creates revenue and profit 
streams where none existed before.  

Now, back to baseball. At this ear-

ly point in a season, there is much to 
be determined and no one knows who 
will win the series. 

Of course, there are favorites (Red 
Sox) and longshots (Orioles), but the 
undeniable truth is that the better your 
team is doing, the more you are will-
ing to pay for a ticket. And depending 
on the quality of the matchup, this in-
creases steadily up to the thousands 
of dollars as we enter World Series 
territory.  

This is the world of Revenue Man-
agement, where the inventory is per-
ishable and filling a seat for $1, 1 min-
ute before the game is better than 
letting seats go unfilled, so long as 
you can do so in a way that does not 
adversely impact your reference pric-
es (e.g. the face value of the ticket). 
Many teams have no real chance to fill 
all of their seats, but there are ways to 
sell more seats while maintaining the 
reference price of their ticket prices.

To keep fans coming, organizations 
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are getting more creative.

Stay competitive and bullish  
with dynamic pricing

Dynamic ticket pricing is becoming the 
norm in sports tickets after online market 
places like Stubhub have become com-
monplace and consumers have begun 
to accept it. This is only natural as these 
marketplaces were exploiting an ineffi-
cient market, highlighting the gap in sub-
stantial profits the teams could have oth-
erwise made.

Invest in all inventory, especially 
where you think you’ll lose

There are teams, like the Padres, that 
have offered a “5 Win” ticket, where you 
can attend at least 5 home games or more 
for a fixed price but are guaranteed to see 
5 wins. Considering the teams’ chances 
of winning are highest against the worst 
opposing teams, and those tickets are 
the least likely to sell, this is a brilliant 
way of both filling empty seats for games 
that would be potentially be empty oth-
erwise, and ensuring they are giving the 
fans something they value in seeing their 
home team win.

Don’t underestimate the value  
of your underdog offering

Standing room and open seat areas 
have become popular and utilizing this 
space is genius. It takes marginal views 
with no seats and, yet, the team produces 
revenue here. And I can only assume the 
per capita consumption of food and bev-
erages is at least one standard deviation 
above the mean. You can get access to 
these for as little as $5, and there is usu-
ally a bar area and a lively crowd. I attended 
a game at Coors Field in Denver and they 
had a section like this high above the field. 

They were having an issue where many 
people were watching the games from 
nearby bars after work so they opened 
the field 2 hours before the game and al-
lowed people to come in and enjoy food 
and drinks there, combatting the compe-
tition and capturing revenue even before 
the game begins.

Maximize what you already  
have and make it a better  
experience for your customers

The evolution of this Standing Room 
Only section, applied to the Coliseum 
(where the Oakland A’s and Raiders play), 
which was built as multi-use and thus 
had a huge number of seats that were not 
even sold for baseball. The section called 
“Mount Davis,” after the late Al “Just Win 
Baby” Davis, contains 20,000 seats that 
were, until recently, covered for A’s games. 
They have now created an area called “The 

Treehouse” where you can buy a pass for 
$30 for a month and attend as many home 
games as you like during that stretch. You 
can actually sit in seats if you like, but in 
addition they have 2 bars, a DJ, Foosball, 
Cornhole, Pool, etc.  Anyone in the stadi-
um can go into this section, but you can’t 
go into the other sections.

With all of these, of course you must 
measure and determine cannibalization 
of other customer segments to determine 
your next move. And while I do not have 
access to each team’s data, I believe these 
types of innovations have increased reve-
nue and profits for those deploying them.  

Do you have areas in your business that 
are under-utilized, or customer segments 
that are not being served? Think about 
how you might be able come up with new 
business models, pricing models, or ways 
to serve new segments that you had not 
before. v
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Pricing Transformation: 

Decision Making Required, 

Software Optional

Pricing transformations are a big topic in the business 

world, but many companies do not understand how to 

bring such a transformation into fruition. In this article, 

the author explores the key cultural and organization-

al changes required to implement meaningful pricing 

change. Tim J. Smith, PhD is the founder and CEO of 

Wiglaf Pricing, adjunct professor at DePaul Universi-

ty, and Academic Advisor for the Certified Pricing Pro-

fessional designation. His most recent book is Pricing 

Done Right:  The Pricing Framework Proven Success-

ful by the World’s Most Profitable Companies (Bloom-

berg Financial, 2016). He can be reached at tsmith@

wiglafpricing.com.
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P
ricing transformations are a 

hot topic. People have been 

preaching to CEOs, CFOs, 

CMOs, and CCOs for years 

that a 1% improvement in price can 

lead to 8 to 13% improvement in prof-

its. Even better, experience has shown 

that 1% improvement is a low-estimate 

of the expected outcome of a pricing 

transformation. Pricing transforma-

tion efforts routinely deliver two ad-

ditional margin points, and have been 

observed to deliver an additional 9% 

to margins. But where is the origin of 

these improvements, and how do com-

panies get this improvement?

Pricing Transformation is a Trans-

formation in Decision Making

At its core, pricing transformations 

is about transforming how organiza-

tions make decisions regarding pric-

ing. It is a transformation of the pro-

cesses used in pricing, the people 

engaged in pricing decisions, the in-

formation applied to pricing decisions, 

and the goals of those pricing deci-

sions. It is an organizational structur-

al change to align with the corporate 

strategy and goals.

A wide variety of coordinated profit-

focused decisions are required to drive 

a strong pricing transformation. These 

profit-oriented decisions will coordi-

nate list prices, target prices, commer-

cial policy, tactical price management, 

and sales-incentives towards more ac-

curate pricing.
It isn’t a single decision nor single 

process that delivers the improve-

ment, but rather the coordinated ef-

fort across many decision points, pro-

cesses, and routines to ensure pricing 
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The Next Lesson from Amazon:  
Push Your Customer’s Cart 

In their recently announced move into retail grocery stores, 
an expansion of their existing online grocery purchase and 
delivery services, Amazon once again demonstrates how its 
primary focuses when expanding its business are unique po-
sitioning for each brand and unique value for each brand. 
Can you say this about your product lines and their position-
ing and value? Does your pricing reflect this? If not, it may 
be time to shift focus and resources towards addressing these 
areas, as the author explains. Erin Cihak is Director, Consult-
ing Services, at Holden Advisors. She can be reached at ECi-
hak@holdenadvisors.com. by Erin Cihak

I
n what has become a common occur-
rence over the past 15 years or so, Am-
azon recently announced it was entering 
a new business – retail grocery stores. 

Well, yes, they technically are in this busi-
ness already with their purchase of Whole 
Foods in 2017, but they see an opportuni-
ty to extend their reach beyond the more 
upscale customer. 

Then there’s Amazon Go – the cashier-
less stores that are being rolled out in ur-
ban areas. They also have the food delivery 
business, which is a combination of Whole 
Foods products and others, although it 
has had mixed results so far. The grocery 
business isn’t really a new business at all.

Why is this relevant to the pricing com-
munity, other than the potential for more 
perks from our Amazon Prime member-
ships? So many reasons.

Positioning
I bet your business is a mirror image 

of Amazon’s grocery business - multiple 
products and services (going forward, I’ll 
use products to represent both) that serve 
similar customers, at least on the surface. 
But at Amazon, they are clear about which 
customers are targets for each format 
(note: this is my point of view).
• Whole Foods – upscale, ‘natural’ foods, 

enjoy the shopping experience
• Amazon Go – convenience store for-

mat with no lines, no checkout, grab and 
go; urban, ready to eat, grocery staples, 
and meal kits

• AmazonFresh – touches both of the 
above customer segments, includes 
groceries, everyday essentials, favor-

ites from local shops and restaurants
• Retail grocery, not Whole Foods – in-

tended to appeal to a broader custom-
er base with a different variety of prod-
ucts; wants to extend its reach in the 
food business and touch more aspects 
of customers’ lives

Do you have a defined profile for the 
customer segments your various product 
lines are meant to appeal to? That’s Step 1. 
Do those customer segments actually buy 
those products, do they value what you’re 
wanting to sell them? That’s Step 2. How 
do you get the answers you are wanting 
on Step 2? You ask them or have some-
one else ask them. You’d be surprised how 
likely customers are to talk to you about 
their needs when you’re not trying to sell 
to them; it’s refreshing for them.

Value
We have already started talking about 

value, about understanding why or why 

not customers are buying (or will buy) the 
products you want them to. For Amazon, 
they are constantly working to add value for 
their customers at a price that feels lower 
than it should be. Quick delivery, expan-
sive selection, entertainment options, etc. 

For the food delivery business that has 
underperformed to expectations, Amazon 
has said that they want to better under-
stand how it can cater to grocery shop-
pers. They want to better understand what 
grocery shoppers value in a delivery ser-
vice vs. what they value in a retail experi-
ence, as value should always be quanti-
fied vs. the competitive alternatives.

If you’ve followed this market through 
the years, back to the beginning of it all 
during the internet boom and bust, compa-
ny after company has struggled to find the 
answer: how to deliver value to customers 
in grocery delivery while delivering prof-
itably to their company. Today, Walmart, 
Kroger, and others are also looking for 
ways to offer grocery delivery and pickup 
in a more cost-effective way.

As Amazon continues to expand its 
reach, engaging in new industry after new 
(or tangential) industry, they focus on two 
things:
• Unique positioning for each brand
• Unique value for each brand

Can you say this about your product 
lines and their positioning and value? Does 
your pricing reflect this? If not, it may be 
time to shift focus and resources towards 
addressing these areas. v
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Skimming or Penetration Pricing?
All new hit innovations need a winning price. But having nev-
er priced the product before, how do companies know what 
to put on the price tag? In this article, author Jan Haemer dis-
cusses conditions and success factors in deciding between two 
pricing strategies for new products: skimming and penetration 
pricing. Jan Haemer is a Partner at Simon-Kucher & Partners 
in the global Practice “Chemicals & Construction” in Frank-
furt. He can be reached at jan.haemer@simon-kucher.com. 

by Jan Haemer

D
etermining the right pricing strat-
egy is an especially challenging 
aspect of launching a new prod-
uct or service. You have to set a 

price for the first time, and this price re-
veals a lot about your product. Many com-
panies fall into the trap of leaving the price 
decision to last minute, with almost no time 
for analysis or research. 

A high price creates a sense of pre-
mium or exclusivity around the product, 
whereas a low price might aim at luring 
customers from potential competitors. De-
fining the pricing strategy essentially de-
termines the economics of the product’s 
entire lifecycle. It boils down to a choice 
between two strategies: skimming or pen-
etration pricing. 

Skimming or penetration pricing?
Skimming means to gradually skim the 

layers of “cream” from the market. Apple 
is a prime example of a company following 
this strategy. With skimming, your prices 
are set high to maximize profits in the short 
term by targeting the customers most inter-
ested in your product. In the beginning, you 
make less but more profitable sales be-
cause only early and eager buyers are will-
ing to pay more. Then, the price is steadi-
ly reduced over time to attract customers 
on a budget, who are happy to buy your 
highly esteemed product for a “bargain.”

In contrast, penetration pricing means 
you offer a low price to attract many cus-
tomers. Amazon, Facebook, and Uber are 
well-known examples here, where network 
effects dominate the market. They rapid-
ly penetrate the market, bring down unit 
costs, build up a loyal customer base, and 
create barriers to entry. The high volume 
compensates for thin unit margins. If you 

gain many customers early on in such mar-
kets, you are better positioned to maximize 
customer lifetime value from future sales 
and upsells. 

We have seen many companies, includ-
ing Silicon Valley firms, fail with a penetra-
tion pricing strategy. It is risky from a profit 
standpoint. You need to be able to follow 
through on future price increases planned 
when deciding to pursue this strategy. Of-
ten, too little attention is paid to mid-term 
monetization routes, or how companies will 
ultimately make money.

A penetration or skimming strategy for 
your innovation will only make sense under 
certain conditions. Here are five points for 
making an informed decision:

1) Type of innovation: Breakthrough 
or just me-too? Think of the case of Mag-
lev magnetic trains, first patented about 
60 years ago. With such a unique, propri-
etary solution there is neither a reference 
price nor direct competition. Your goal is 
to create a market and penetrate it. Undif-
ferentiated “me-too” products face many 
competitors. Samsung chose a penetra-
tion strategy in the smartphone market to 
catch up with competitors and failed. Only 
if your offering delivers superior value do 
you have the foundation to further evalu-
ate a skimming strategy. 

2) Goals: Margin or share? Reve-
nue, market share, total profit, profit mar-
gin, customer lifetime value, average rev-
enue per unit, or something else? Clearly, 
you cannot maximize all of these goals at 
the same time. You must make trade-offs. 
Some companies have production capac-
ity constraints during the launch phase 
and target a mass production for the fu-
ture. Some industries with high CAPEX 
requirements need to meet cash flow tar-

gets. Often such industries follow a pen-
etration strategy as a “safe bet” and fore-
go skimming options. 

3) Price sensitivity: High or low? 
When a low price translates into signifi-
cantly higher volume or a larger number of 
customers (high price elasticity), penetra-
tion pricing can work. However, the mar-
ket must be sensitive enough to compen-
sate for the lower margin. Skimming makes 
sense when demand shows low price elas-
ticity. It is wiser to prepare for low volume 
and ensure profits through a high price un-
til your product secures a market position. 

4) Customer segments: Just one or 
many? Some customers do not want to 
wait for a new product to become main-
stream. They want to show off their new-
est tech gadgets to their peers. Likewise, 
B2B companies want to use state-of-the-
art technology to gain a competitive advan-
tage. In both cases, early adopters might 
be willing to pay more than late followers. 
The more the willingness to pay differs be-
tween segments, the more appropriate a 
skimming strategy becomes. The same is 
true if deeply entrenched competitors en-
tail a risk of triggering a price war with your 
new product. 

5) Product portfolio: Isolated or de-
pendent? There are situations where a 
new product cannot be launched in iso-
lation from the rest of your portfolio. You 
need to consider portfolio and cannibaliza-
tion effects. A way to implement skimming 
is by combining product and pricing mea-
sures. Take the example of Porsche’s four-
door car, the Panamera. First, the high-end 
eight-cylinder model served to skim the 
market, before the six-cylinder model was 
released a year later at a lower price. You 
might also add premium products on top 
of your standard offering as an alternative, 
done for example by a plastics supplier. 
Due to the EU’s agreement to ban single-
use plastic, demand for “green products” 
increased. They charged a premium for 
the additional value delivered by their new 
green product range on top of their stan-
dard product, but provided their custom-
ers with a choice. This skims profits from 
environmentally conscious customers, but 
price sensitive customers could still buy 
the cheaper standard material.
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The above conditions show that choos-
ing between a skimming or penetration 
pricing strategy depends on your situation. 
In the end, it boils down to a management 
decision based on a trade-off between vol-
ume and profit targets. This is a tough call. 

Based on experience, the following five 
steps can help you to decide the right price 
strategy for new products:

1. Start early enough: Plan time to de-
fine the right strategy for your innova-
tion. Companies that continuously con-
sider pricing from the start of product 
development are twice as successful in 
monetization as the rest.

2. Document internal assumptions: Use 
the right internal experts to consolidate 

and challenge available market intelli-
gence and customer insights. Organi-
zations own huge internal knowledge, 
but it is rarely coordinated or shared 
within the company.

3. Include the voice of the customer: 
Allow for external val-
idation by integrating 
value assessments 
and acceptance tests 
on product and pric-
es.

4. Build a robust busi-
ness case: Apply 
proven methodologies to estimate 
price/value elasticity, quantify cannibal-
ization risks, and run scenario analyses 
on the potential competitor reaction.

5. Decide and stay firm with your deci-
sion: Too many companies still go for a 
penetration strategy as the easy option. 

Whether you choose a penetration or 
skimming pricing strategy determines the 

economics of your product’s entire lifecy-
cle. It is a decision that decides the suc-
cess or failure of a new product. You have 
one shot. Make sure you get it right. v

Use the right internal experts to consolidate 
and challenge available market intelligence 
and customer insights.
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Market vs. Executives: I Know an Old Company 
That Let the Market the Price Decide… 

Pricing is a decision under executive control. Sometimes the 
price is not what the market will want, but it is still a decision 
executives must make even if the decision is to let the market 
go. In this article, the author examines what an executive’s role 
should be in the pricing process. Author Tim J. Smith, PhD is 
the founder and CEO of Wiglaf Pricing, adjunct professor at 
DePaul University, and Academic Advisor for the Certified 
Pricing Professional designation. His most recent book is Pric-
ing Done Right: The Pricing Framework Proven Successful by 
the World’s Most Profitable Companies (Bloomberg Finan-
cial, 2016). He can be reached at tsmith@wiglafpricing.com. by Tim J.  

Smith, PhD

I know an old company that let the 
market the price decide…
I know an old company that let the mar-

ket the price decide.
The market decision wiggled and zig-

gled but decided it did.
I don’t know why the company let the 

market decide.
I propose it will die.
I know an old company that let sales-

people the price decide.
They let the salespeople price to let the 

market price.
The market decision wiggled and zig-

gled but decided it did.
I don’t know why the company let the 

market decide.
I propose it will die.
I know an old company that let the fleet-

ing competitor’s price decide.
They let the fleeting competitor’s price 

decide to let the salespeople price.
They let the salespeople price to let the 

market price.
The market decision wiggled and zig-

gled but decided it did.
I don’t know why the company let the 

market decide.
I propose it will die.
I know an old company that let a single 

data point decide.
They let the data point decide to counter 

the fleeting competitor’s price.
They let the fleeting competitor’s price 

decide to let the salespeople price.
They let the salespeople price to let the 

market price.
The market decision wiggled and zig-

gled but decided it did.

I don’t know why the company let the 
market decide.

I propose it will die.
I know an old company that let ephemer-

al pressures price decide.
They let the ephemeral pressures price 

decide to counter the single data 
point.

They let the data point decide to counter 
the fleeting competitor’s price.

They let the fleeting competitor’s price 
decide to let the salespeople price.

They let the salespeople price to let the 
market price.

The market decision wiggled and zig-
gled but decided it did.

I don’t know why the company let the 
market decide.

I propose it will die.
I know an old company that let the mar-

ket price decide.
Ziggles and zaggles, wiggles and tig-

gles, the market decided.
Decided to let it die it did.

Market vs. Executives
Executives are responsible for pricing.  

This should be an uncontroversial claim, 
yet the implications of this claim appear 
to be lost on some.

I often hear from executives that the 
market determines the price. If a compa-
ny is producing a commodity traded in fi-
nancial exchanges, I might accept such a 
claim. But in all other situations, this claim 
marks a dereliction of duty.

Since executives are responsible for 
pricing, they should determine price ex-
pectations. This includes an expected tar-

get price and range of acceptable prices.  
I generally observe the first, but the latter 
appears illusive to many executives.

Since executives are responsible for 
pricing, they decide on a periodic basis 
(annually at a minimum) the price target 
and decide to adjust the price targets as 
exigencies demand. Notice the word “de-
cide.” If prices are being adjusted, this is 
an executive decision. As an executive de-
cision, it needs the input and agreement 
of sales, marketing and finance.  Unfortu-
nately, I generally observe unilateral deci-
sions by sales when it comes to price ad-
justments.

Since executives are responsible for 
pricing, they should dynamically adjust 
prices in response to strategic actions 
of peer competitors. This implies that 
executives identify a distinct set of peer 
competitors to monitor and identify which 
competitor’s price moves can generally 
be ignored.  It also implies that executives 
distinguish between spot or short-term 
competitive price promotions from strate-
gic price changes. I generally see prices 
change in response to market moves, but 
too often the rumor of the flap of a butter-
fly’s wing is enough to drop prices.

Since executives are responsible for 
pricing decisions, they should have ac-
cess to thick business intelligence to 
inform their decisions. By thick I am re-
ferring to the use of multiple pieces of in-
formation, not a single data point. This in-
cludes multiple forms of market research, 
a deep understanding of competitive offer-
ings, observations from machine learning, 
internal beliefs and tribal knowledge, com-
petitive and customer intelligence, costing 
and cost drivers, and many other pieces 
of information.

These multiple information sources are 
needed precisely because none of them 
are like to agree with any other perfectly.  
In the absence of a singular measurement 
that accurately predicts the future behavior 
of customers (a chimera at best), execu-
tive decision making must be made in the 
context of multiple competing sets of in-
formation. Yet too often I hear executives 
demand a specific form of information be 
gathered, then they apply that singular in-

Ø CONTINUED, next page Ø
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formation point to drive a decision which 
may override all other evidence to the con-
trary, followed by a complaint that the in-
formation was bad.

While executives are responsible for 
pricing decisions, they should delegate the 
task of collecting and disseminating the 
needed thick business intelligence. I often 
hear an executive call for information but 
less often observe the people, process-
es, and tools that are necessary to gath-
er, maintain, and refresh said information.

And, since executives are responsible 
for pricing, they should define the orga-
nizational structure through which they 
make pricing decisions, the routines they 
use to alert them of decision opportunities 
and inform said decisions, and the cul-
ture they wish to foster regarding pric-
ing decisions, be it about revenue gain or 
profit gain.

Yet too often, I hear that pricing is just a 
function of the market. Oh, what a squan-

dered opportunity for executive leadership.  
Pricing is a decision under executive con-
trol. Sometimes the price is not what the 
market will want, but it is still a decision ex-

ecutives must make even if the decision is 
to let the market go. v

Market v Executives: I know an old company that let the market the price decide… 

By: Tim J. Smith, PhD, Chief Editor 
Word Count: 1025 
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I know an old company that let the market the price decide… 

I know an old company that let the market the price decide. 
The market decision wiggled and ziggled but decided it did. 
I don’t know why the company let the market decide. 
I propose it will die. 

I know an old company that let salespeople the price decide. 
They let the salespeople price to let the market price. 
The market decision wiggled and ziggled but decided it did. 


