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That's the

Charles Dickens, Nov 1867

Boston, November 1867

Mr. Dickens in Boston-—-The Eages Demand for Tickets.
New York Times (1857-1922)1; Nov 20, 1867;
ProQuest Histoncal Mewspapers: The Hew York Tumes (1851-2007)

pE. 1

“... But the crowd out in the cold was a most patient, orderly and gentlemanly
crowd, and seemed determined to be jolly and good-natured under any
circumstances.”

“Jokes were cracked, some very good and some very poor; quotations from
Dickens were made, some apt and others forced...”

“‘Everything in the sale of tickets within the store seemed to be conducted
with entire fairness. The limit was set at forty-eight tickets to one person—
twelve course tickets—so as to prevent, as much as possible, ticket
speculating.”

“‘But this was not entirely avoided. Speculators were on the streets and in
the hotels selling tickets readily for $10 and $15 each for the opening night,
and a few as high as $20 each. Tickets for the remaining three nights were also
sold by speculators at high prices. At about 7:30 o’clock last evening every good
seat and nearly every poor seat in the hall were sold; indeed, the only seats that
could be bought were those on benches in very unpleasant places.”

———

Mr. Dickens in RBoston=The HEages
Demand for Ticketns,

From the Boston Jeurnal, Nov, 19,

Bul the crowd out in the cold wae a most patient,
orderly and gentlemanly crowd, and secmed deters
mined to be joily and geod.nutured undor auy cir.
cumstances, And |1 was situated in a place whore
jollity was & virtue—wherein Mark 'l‘aapley even mignt
find it & pleasant tagk to boolly. The wind swepl
around tﬂe corner of Hamilconsplace incossantly and
romorselesely, snd worked its way through the
thickest coats and the warmest shawls to the ver
vitale of those they mitempted to comfort and protec
But theto wes no complalnt; jokes were cracked,
some very good and some vory poor; quolaiions from
DICKENS were made, some apt and others forced; and
gnatches of songa were sung, the most popular of
which wae **We Won't go Home till Morming"—
which at one timeli seemed likely that some would
not.  And the crowd was gallant, (oo, 88 the follow.

Limnme tha aAanlinet acseawns

Everytbing in the sale Of TICKE B WIDIR LLig ALOTA
peamaod to pe conducled with entirs lairuesa, ‘Ihe
limit wea set at forty-eighi tickets Lo onw person—
tweolve courae tickels—so a8 {o prevefil, as micu ae
possible, ticket speculating, But this wns uol en.
tirely avoided. Speculaiors wore on tho sireets and
111 the hoiols eelling ticketa re.dily for $10 ona §18
ocach tor the opem:ng mght, and a fow 08 high aa $20
each, Tickots for the remsiving threo nights were
nleo sold by spoculators at Ligh prices. At about
7:80 o’clock last even.ug every good seal and neerly
evory poor aent in the hall were sola; indced, the
only seats that could be bouyht were thu:e op
benches in very unpleasant ulaccﬂt‘




Mr. Dickens' Readiug's—ﬁnle of Tickets for the Second Course.
New York Times (1857-1222); Dec 12, 1867,
ProQuest Historical Mewspapers: The New York Times (18531-2007)

Charles Dickens, Dec 1867 . picxens Rondingemsate of Tiekots

for the SBecond Uourse.

waRw arvLwEsTe v mwve

At 9 o'olock yesterday morning the box office
t Stoinway Holl was thrown opom for the mnle of
ickota for the second couree of roadings in this Oity
y Mr. OHaBLES DIokEna, At she firsb sslo, about
welve days ago, the attendance of purchasora wag
imited, becsuss the publio generally were

Three weeks later, in New York City ...

. “... the widespread notoriety of the sale ... had the effect of gathering an immense
concourse of persons, long before the hour appointed. At 8 o’clock, Tuesday evening,
a little newsboy took up his station next the main door ... Gradually this number was
augmented until at day-break over 150 persons had gathered”

. “A large proportion of those standing near the head of the line were ticket
speculators, but scattered through the single file were many laboring men and
several little boys, who only came to be bought off. The little fellow who led the
force was very fortunate in selling his place to a Southern gentleman, it is said, for
$30 in gold. There were many such instances—indeed it was not uncommon for anxious
individuals to give from $10 to $30 for the privilege of supplanting another.”

. “A detachment of Police officers ... was present to preserve order.”

. “...the unsuccessful ones who brought up the rear, retired with expressions of
disgust more forcible than elegant.”

presd motorlety of the sule of yesterday, throagh the
lumna of the newspapers, soveral days bolors, bad
ho effect of gathering an immenee concourse of per-
ons, long bofote ihe hour spoolnted, At 8 o'clock,
uesday evenlng, & little newshoy took up hia sle-
tion next the main door leading to tho vestibule of
the Hall, Bhortly before midnight a party of eoven
ame upon the scona and began the tedlous waiting
for the morning hours, Gradually this number
was sugmented untll at dsy-break over 150 per-
sons hiad gathered, and as tho hour announced for
opening tho doors approached (he line had stretehod
{1a length from Stelnway Hall east o Irving-place,
thence to Fifteonth-street, thence to Fourth-avonus,
thenco to and through Pourteenth-strect again, until
n acore of persons only were necded to eftect the
union of the two oxiromes,

A lerge proportion of those standing near the head
of tho lino were ticket speculators, hut soautered
through the single file were many laboring men
and  several Jiftle boys, who only came fo
be boughit off,  The little fellow who led the forco wae
very fortunate In eelling his place to s Bouthern gen.
tloman, it 18 eaid, for $30 in gold. Thers wore many

such insances--indesd, 1t was mot uncommon for
anyious individusla to give from $10 to $30 for the
privitege of eupplanting gnother. A detachment
01 Police officers, under the command of Capt.
OamenoN, of the [Eighteonth Preolnet, wan
presout o presorve  order, which they did
effectually, although at  times thoi wera
irled to the utmoetin their endeavor to keop the
1ine stralght, and pravent irreguinrities, In order to
dafoat the speoulalors, who led the line, 1o thoir
endoayor to get possession of choles eeats, Mr,
[Dorey direoted his clerk 10 s¢ll the back seats firar,
and s0 on to the tront of the hall, which was socord.
ingly done to the great disappointment of the grerdy
dealers, The sale continued until 2 o’clock, at which
hour every ecat in the house had been disposed ol
and the unsuccessful onea Who brought up the
rear, rotired with expressions of disguas moro foroi.

ble than elegant,




Economics of Underpricing, Without Resale

Price 4

Market
Value

Face Value
“Fair Price”
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Supply

Inefficient
Allocation

J

Quantity

Issue 1: Inefficient
allocation

Issue 2: Seller leaves
“money on the table”

Gary Becker, 1991:
“along with many others,
| have continued to be
puzzled by such pricing
behavior”




Economics of Underpricing, Without Resale

Price 4

Supply But many economists,
including Becker, found
reasonable explanations for
underpricing

— Events are a social good

Inefficient
Market | ________________N Allocation — Public image, want to be
Value perceived as “fair”
— “Best” fans might not be
those able to pay the most
FaceVvaluef N — Careers are long (hopefully)
“Fair Price”

Underpricing as in the
long-run interests of the
> artist/team, not some big
Q Quantity economic blunder

Thasthe




Resale Technology, Then and Now

« Dickens Era |
. . - OFFICE OF NEW YORK STATE
— Primary market: lines, queues " ATTORNEY GENERAL
. . ELIOT SPITZER
— Secondary market: resellers mainly outside the venue, at
hotels, etc.

* As recently as 1990s: similar to Dickens Era

L1 7 “l 7

— Spitzer AG report. “Diggers”, “Scalpers”, “Ice
 Economics of Pre-Internet Ticket Resale “WHY CAN'T I GET TICKETS?”

REPORT ON TICKET

- LOCﬂI |Zed DISTRIBUTION PRACTICES

— Few economies of scale
* One person = one spot in line

* One person = one tout outside the venue BUREAU OF INVESTOR PROTECTION
* (Exception: corrupt box offices.) AND SECURITIES
— ADbit Shady MAY 27, 1999

That's the




Resale Technology, Then and Now

Economics of Internet-Era Ticket Resale
* No longer localized.
. Massive economies of scale.

« Scale in the Primary market:
— Assingle broker can purchase underpriced tickets across the country
— Bots to automate! Win “race to click”. (Analogy: high-frequency trading)
— Low-wage overseas workers to outwit captchas, etc.
« Scale in the Secondary market:
— Asingle broker can resell across the country
— Asingle website can make markets for events across the country
*  Much less friction.

 Also less shady.
— Ordinary customers can use eBay, StubHub, etc.
— ‘I paid my way through college”

That's the




The Internet Broke the Old Equilibrium

« It's easy to see why an artist or sports team might
wish to charge a true fan a low price.

« It's really hard to tell a story where artists or teams
want to charge brokers a low price, who then charge
the fans a high price on StubHub, etc.

* |t just makes no sense.

That's the
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Hannah Montana
The Internet Broke the Old Equilibrium

BUSINESS DAY DIGITAL DOMAIN

Brokers snatch joy from Hannah

Hannah Montana Tickets on Sale! Oops, They’re Gone Montana faI'IS

By RANDALL STROSS DEC. 16, 2007

Thasthe

HANNAH MONTANA has made 2007 a very bright year for various
business interests, but especially for StubHub, the online ticket exchange
site.

Though the year is not yet complete, StubHub announced on Dec. 5 that its
concert ticket sales had already passed $100 million, a record for this
seven-year-old company now owned by eBay. The standout performer has
been Hannah Montana, the stage persona of the 15-year-old singer-actress
Miley Cyrus, whose “Best of Both Worlds Tour” has brought in $10 million
of StubHub’s sales this year, the most for a single act in the company’s
history.

It is rather mystifying how ticket brokers, who are well represented among
sellers on StubHub and other online ticket exchanges, have been so

successful in snagging Hannah Montana tickets in plentiful quantities.

Ticket sales for big-name concerts now follow a distressingly consistent
pattern: At 10 a.m. on a Saturday, tickets go on sale, and by 10:05 a.m., all
tickets are sold. Yet by 10:05, StubHub and other ticket exchanges already
have a plenitude of tickets listed for the sold-out event — only now, they
cost much more.

Shop  FreeStuff Blog About Contact Me

girls can’t
y-ANHAT?
Custom Gifts & Tees

7:27 PM [ 12 YEARS AGO

ENTERTAINMENT NEWS OCTOBER 17, 2007 /

Ticket Scalpers Should Be Shot
Parents go to extremes for Hannah

Montana tickets

Entertainment

“Hannah Montana” fans steaming over ticket
scalpers

inuary 13, 2015

Scalpers Rake In Dough as 'Hannah
Montana' Miley Cyrus' Tour Sells Out

IDENTITY By Mitchell Sunderland Jun 13 2017, 10:37am

Happy Ten-Year Anniversary of

Dads Paying $3,000 for Hannah
Montana Tickets




Ed Sheeran

The Internet Broke the Old Equilibrium

Latest Woatchlist Markets Investing Barron's Economy Personal Finance

Ed Sheeran tickets SOLD OUT in
under five minutes Ed Sheeran is successfully battling ticket

resellers

The U.K. just banned four ticket resellers from ‘misleading’ consumers about ticket prices

Ed Sheeran’s Management Admits to Selling
Directly to Resellers

INDUSTRY MUSIC SCALPING  TOP STORY TicketNews

Photo Credit: erintheredmc. Creative Commons license

Thasthe



https://commons.wikimedia.org/wiki/File:Ed_Sheeran_at_Bank_Stadium_Minneapolis.jpg

The Grateful Dead @

The Internet Broke the Old Equilibrium Tickets for the Final Grai ‘ulﬂeadShawsAreﬁaingfar
S114.000

WBE291-5 £ SIGN IN & NPR SHOP W DONATE Three-day passes for the Chicago run of final shows are going for exorbitant sums on StubHub.

CHICAGD'S NEWS STATION

o
o ) James Joiner Updated 07.12.17 3:09PM ET / Published 03.02.15 9:12AM ET f v -
NEWS * ARTS & LIFE J MUsIC (3 SHOWS & PODCASTS Q SEARCH
3 #1 X e, 2 1
|

° Sold Out Grateful Dead Chicago Concerts
Attract High-End Scalpers

4+ PLAYLIST May 12, 2015 - 5:09 AM ET
Heard on Morning Edition

DOWNLOAD
EMBED Some sellers are offering three-day packages for the Grateful Dead concerts for more
TRANSCRIPT than $100,000. Steve Inskeep talks to drummer Bill Kreutzmann, for his thoughts on

the six-figure tickets.

Photo Credit: Shelby Bell, Creative Commons License
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https://commons.wikimedia.org/wiki/File:Fare_Thee_Well_-_Bob_Weir.jpg

Bruce Springsteen ...

The Internet Broke the Old Equilibrium Bruce Springsteen on
Broadway tickets are already

. going for thousands, despite
Springsteen Sets New Ticketmaster’s anti-scalping

Broadway Record in Resale tech
Market

BRUCE SPRINGSTEEN ON BROADWAY | NOV. 27, 2017

Springsteen to Extend Broadway Run, Giving You More
Chances to Miss Out on Tickets

Photo Credit: Raph_PH, Creative Common License

Thasthe /-~



https://commons.wikimedia.org/wiki/File:Springsteen_On_Broadway_-_Walter_Kerr_Theater_-_Thursday_2nd_November_2017_SpringsteenBroadWay021117-25_(37514380764).jpg

. &he New Nork Eimes
Hamilton

The Internet Broke the Old Equilibrium ___, ..esuror

EEEEEEEEEEEEEEEEE Stop the Bots From Killing Broadway
Ticketmaster Says Bot Army  ®tntmeien

Bought 30,000 ‘Hamilton’ e 0 »©6 06l

Tickets

I Paid $2,500 for a ‘Hamilton’ Ticket.
I’'m Happy About It.

By N. Gregory Mankiw

Thasthe




The Internet Broke the Old Equilibrium

Price 4

Supply
Market|  \{ Inefficignt
Value Allocation

FaceVvaluef N
“Fair Price”
Demand
>
Q Quantity
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The Internet Broke the Old Equilibrium

Price 4 Supply
ting Alooation
Value (D a
FaceValue [ = N
“Fair Price”
Demand
>
Q Quantity
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The Internet Broke the Old Equilibrium

Q: What happens when you give away
Supply FREE MONEY?

* A: RENT SEEKING!
«  Scale of the problem ...

— StubHub alone nearly $5bn of volume
Market Inefficient — Ticketmaster another ~$2bn of volume
Value Allocation — Total: $15bn? (Estimates vary)

.) — Ticketmaster: 20% of all tickets get
resold. In extreme cases, up to 90% for
Face Value some events.
“Fair Price” — Recent lawsuit against a ticket broker
Demand claimed that a single ticket broker was
able to get 30-40% of all tickets to
> Hamilton

Q Quantity -  “The secondary market is now the market”

Price 4

Thasthe




Who Gets the Rents From Resale?

Example
— $100 primary-market price (inclusive of fees)
— $200 secondary-market resale value (inclusive of fees)
— $200 - $100 = $100 is “economic rent”. The “prize” in the rent-seeking competition.
— Secondary market venue fee:
15% of resale price to buyer
15% of resale price to seller

Resale price = $174 (because $174 (1 + 0.15) = $200)
Total fees = $52
— Broker profits
Broker gets the rest of the economic rent: $100 - $52 = $48
Equivalently, gets $174 * (1- 0.15) = $148 net of fees, paid $100, nets $48

— Punchline: at current fees, secondary-market platform gets a large chunk of the
erpricing rents. For tickets with 100% markup, split is about 50/50.

That's the




Who Gets the Rents From Resale?

0 . .
Total Fee as % of All-In % of Rent CaPtured by Platform if Ratio
of Market Price to Face Value equals: (")
Buyer Fee | Seller fee
. .| Take-home to

StubHub 22% 15% 30.3% 43.5% 91.0% 60.7% 37.9%
Ticketmaster 17% 14% 26.5% 36.0% 79.5% 53.0% 33.1%
SeatGeek 30% 10% 30.8% 44.4% 92.3% 61.5% 38.5%
VividSeats 28% 10% 29.7% 42.2% 89.1% 59.4% 37.1%
TickPick 0% 10% 10.0% 11.1% 30.0% 20.0% 12.5%

Note: Fees as observed by the author on June 6th, 2019 for tickets for the Rolling Stones, Chicago, June 21st, 2019.
(*) computed as (Buyer Fee + Seller Fee) / (1 + Buyer Fee)

o (**) computed as (Buyer Fee + Seller Fee) / (1 — Seller Fee)
Dar oy (/\) caa nravioue clida 'FOI" examp!e of calet lation

OCT T PTTVIOTUo ST O Carcuratrot




Economic Gravity

THREE CHOICES
1. Set a market-clearing price in the primary market.

2. Set a below-market price in the primary market. Much of the “real” allocation will
happen in the secondary market.

3. Set a below-market price in the primary market + ban resale.

« Key point: setting a below-market price, and hoping/praying that the tickets go to fans
and never get resold, is economics fantasy land.

— The way to get tickets to fans and not have them get resold, is to either set a market-clearing
price in the first place, or to prohibit reselling them.

Thasthe




Choice 1: Market-Clearing Price

e Methods

Thasthe

Auctions
Dynamic pricing
Use past data

C‘E‘.r.g,,

Artist / Team

Secondary Markets

Brokers

Fans

Pro: more revenue
But: bad PR? Risk of empty seats (TSwift)

Con: less volume ... took away the “free
money”
Still a role for secondary market, just reduced

Con: took away the “free money”!
Nuance: also engage in less rent-seeking
activity

High prices

Arguably similar allocation to status quo
Fans who would have been able to purchase
at below-market price are worse off




Thasthe

2000 000

1600

eBay secondary-market valus

Evidence on Auctions

(a) Auction prices

. . . Average Prices
T  Auction: $274
" + Resale: $280

1000 2000 3000
TK primary-markst auction price

| = eBay secondary-markst valus unit-shops Iine|

3000

2000

1600

eBay secondan-—market valus

(b} Face values

r - Average Prices

- - « Face: $145
+ ¥ -~ » Resale: $280

2000 3000

T face value

| = &Bay escondary-markst value unit-slope Iinel

Source: Aditya Bhave and Eric Budish, “Primary-Market Auctions for Event Tickets: Eliminating the Rents of

‘Bob the Broker™




Choice 2: Underprice, Much of the
Allocation in the Secondary Market

Flgure 2 Fourteen Popular Shows Held at Least 20% of Tickets for Insiders.
e: Live Nation/Ticketmaster (2012 — 2013) and AEG (2012 — 2015)*
F/t red for shows with 20% or more total capacity placed on hold

Artist / Team * Less money than market-clearing price e
* Less heat from fans. “Tried” to set a fair price -
« Some artists/teams seem to divert tickets to &
secondary market, to get market price
Secondary Markets ¢ Winner: get a big share of the free money - T
Brokers « Winner: get a big share of the free money &
« Nuance: “marginal” broker should break even, e VS
free entry (Hsieh and Moretti, 2003) T
Fans - HATE THE STATUS QUO.

e Hence 6724 comments to FTC.

Thasthe




Choice 3: Low Prices, Ban Resale
IomplTEr)n:r:z;Oi: CZ?sziIZr phones to tie _

ticket to buyer (analogy: plane Artist/ Team + Can set the price they want, including
tickets) below-market
Some scope for refund if plans Secondary « HATE THIS.
change, with penalty fees (analogy: Markets
plane tickets) Brokers + HATE THIS.
«  Speculator who buys N tickets could
resell N-1 of them, “walk them in”, but Fans - Pay “fair price”. The “free money”
this doesn’t scale. More like Dickens- goes directly to them.
era resale than Bots-era resale « Some allocative inefficiency. Even if |
really want to go, may not be able to.
Reference: Pascal Courty, “Ticket Resale, Bots, and (Greg Mankiw $2500 for Hamilton
the Fair Price Licketing Curse” tickets).

Thasthe /-~



Politics of Choice 3

-  Concentrated Interests oppose it T T
— Secondary market players
— Brokers
— Arguably Ticketmaster, which has DON’'T LET TICKET
taken a “join the party” approach MONOPOLIES

CONTROL YOU

RESTRICTIVE TICKETS HURT REAL FANS

to the secondary market, now at
~$2bn volume

* Dispersed Interests benefit

F Summary
- ans ) - — — —
1 Briefly describe the organization's mission or most significant activities:
° Artists/Teams mav have a loud-enouah THE MISSION OF FAN FREEDOM PROJECT 15 TO PRESERVE, EDUCATE AND INFORM CONSUMERS OF THEIR FUNDAMENTAL RIGHTS
) y g RELATING TO ACCESS TD AND ATTENDANCE AT LIVE PUBLIC SPORTS, MUSIC, THEATRICAL AND OTHER EVENTS, INCLUDING RIGHTS TO
voice to effect change A FREE AND OPEN SECONDARY TICKETING MARKETPLACE ALLOWING ALL CONSUMERS TO BUY, SELL OR SHARE TICKETS-WHEN THEY

; WANT, WHERE THEY WANT, AND WITH AND TO WHOM THEY WANT; TO EDUCATE CONSUMERS ABOUT THESE RIGHTS, THREATS TO

i THESE RIGHTS, AND OPPORTUNITIES TO DEFEND OR PROMOTE THESE RIGHTS; AND TO CHALLENGE EFFORTS OF CONTENT OWNERS,
VENUE OWNERS, TEAM O'WWNERS, EVENT PRODUCERS, TICKETING AGENCIES, AND GOVERNMENT LEGISLATIVE AND REGULATORY
AGENCIES THAT INTENTIONALLY OR UNINTENTIONALLY SEEK TO INHIBIT THESE RIGHTS.

Thasthe




Policy Proposal |

* Artists and Teams should have the CHOICE to
restrict resale for some or all of their tickets

Thasthe




Policy Proposal |, cont.

“FREE MONEY” -> massive rent-seeking, broken market.

Only 2 real alternatives to the status quo
— 1) Set a market-clearing price (Taylor Swift, Rolling Stones)
— 2) Set below-market prices, restrict resale

| propose that artists/teams be free to choose their preferred mix of (1) and (2)
— | suspect many will choose some of both

| understand both (1) and (2) are bad for secondary-market players
— You may hear some complaining ...
— Chicago economists have a thick skin.

Thasthe




Policy Proposal |l

 Fee transparency @ Transportation.gov
— Fees are both OPAQUE and HIGH
— In both the PRIMARY and SECONDARY markets

_Airline Rules and Fares

Proposal: adopt the DOT model -t © Overview
—  You have to show the all-in price, if the fee is mandatory  ........ + Domstc
(i.e., can’t buy the ticket without paying the fee)

¢ Note: firms Wi” nOt “unilatera”y disarm” Disclosure ol Full Fares and Ancillary Fees
— StubHub experiment shows that transparent fees, in the i bt kbbbl btk b by oo o
context of a market that is otherwise often non-transparent, £ i s R
is very costly
—  (Blake, Moshary, Sweeney and Tadelis, “Price Salience and Product Choice”)

Thasthe




Concluding Thoughts

« The ticket market has been broken for a long time

—  The structural economic issue is artists/teams sometimes want to “underprice” their
tickets relative to what the market will bear (fairness, PR, long-run economic interests,
etc.)

—  This creates an incentive for rent-seeking behavior

 The internet has badly exacerbated the problem

— Rent-seeking has gone haywire
— For many events, the secondary market is now the market

« Two proposals that would do a lot of good to fix the market:

1. Allow artists and teams the choice to restrict resale for some or
all of their tickets.

2. Fee Transparency. In both the primary and secondary market.

Thasthe




Concluding Thoughts

| want to close by connecting these two simple policy ideas to ideas that I've
learned from two influential figures in the history of economic thought:

1. Milton Friedman
— “Free to choose” w10
— “Rules of the game” as the role of government FRIEDMAN
2. Alvin Roth
— Market Design
— Matching: some markets don'’t clear through price alone

« | think the tickets market may be one where we’ve learned, from 100+ years of =)
history, that price alone may not be the only determinant of “who gets what” £y WhO e
Whether artists/teams determine the allocation base_d on who pays j[he m_ost, & Gets ®
who's willing to wait in line, likes on Instagram, etc., it should be their choice.
- And whether in the cheap seats or front row, fans deserve a transparent market = What €
Thasthe S & —and Why &

o/ ALVINE.ROTH &
1E NOBEL I"}'{']‘-‘;‘! ‘I”‘N ECONOMICS
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