James Bender's Memo on Demand, Costs, and Pricing at Odyssey 

 Memorandum 

To: Corporate Strategy analyst 

From: James Bender 

Subject: Demand, costs, and pricing at Odyssey Isle's Theme Park 

The marketing department has extensively researched the habits of visitors to the Odyssey Isle Theme Park. Our customers are between the ages of 15 and 30, mostly from middle income to upper middle income brackets. The theme park has 10 individual attractions that visitors can enjoy.

In our survey, we gathered daily demand data for the individual attractions for a typical customer who frequents the theme park. I'll send you a spreadsheet with the customer demand data. Note that the price (P) column gives the various prices that could be charged for each of the 10 individual attractions. The quantity (Q) column provides the number of attractions the customer would visit at these prices.

For example, if the price is set at $4, the typical customer would visit 5 attractions. This could mean that the customer visits 5 different attractions once or visits the same attraction five times. Because it is possible to go to the same attraction multiple times, the actual number of possible visits exceeds the number of attractions. That is why, at a price of $2.95, the number of attractions visited is 12, which is larger than the actual number of attractions at the park.

A visitor generally comes to the Odyssey Isle Theme Park for the whole day. Because the typical visitor spends about 30 to 35 minutes at each attraction, the maximum number of purchases by a customer is unlikely to exceed 16 on any given day.

Odyssey Isle Theme Park's cost structure suggests that most of the park's costs are fixed. However, variable costs are associated with each attraction. Variable costs are mostly linked to ticketing, controlling entrance and exit to the individual attractions, and keeping the facilities clean and attractive as the number of visitors increases.

The operations department tracks cost data for each attraction. Although the total variable cost increases as the number of customers increases, the average variable cost, or variable cost per customer, has remained relatively constant at $2.80 per customer for each attraction. The marginal cost, or the cost of one more visitor to an attraction, is also $2.80.

As has been the practice since the theme park opened, there is no charge to enter the park. However, each attraction is individually priced. Currently, the charge for an individual attraction is $3.70 per visitor.

This charge may sound low, but given the cost structure of Odyssey Isle, the marketing department believes this price is appropriate and that it maximizes profits for the theme park. At a price of $3.70 per attraction, the typical customer will visit seven attractions and spend $25.90.

I hope this information is useful.
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Demand Data for Odyssey Isle

E-mail from Brian Usher on Pricing Strategies 

To: Corporate Strategy Analyst 

From: Brian Usher 

Subject: Pricing Strategies at Odyssey Isle and JetSetter 

Now that you've had a chance to settle in at Mythos Travel Enterprises, I need your help with some special projects.

First, I'd like you to help settle a dispute at Mythic Resorts and Attractions. Nell Richards, vice president of corporate strategy for Mythic, has approached me for help with the pricing strategy at Odyssey Isle. Apparently her colleagues disagree about whether a change in pricing would be desirable for the theme park.

We could benefit from a fresh point of view, and this is where you come in. I would like you to examine and analyze the available data about Odyssey Isle and look for ways to improve revenue and profitability. Analyze the current pricing strategy and, if necessary, recommend an alternative.

Second, I have some concerns about profitability at JetSetter, our full-service travel agency. JetSetter is currently bundling its golf package with its luxury package, but the package isn't producing the results we would like to see.

JetSetter is also investigating the prospect of using its New York City connections to offer a Big Apple Platinum package. This package would combine fine dining at the city's best restaurants with tickets to special presentations such as sporting events, Broadway shows, and concerts (classical music, opera, and popular music).

You should take a close look at both of these bundling strategies and determine whether JetSetter is taking full advantage of the bundling opportunities.

I look forward to your input on these issues.

Thanks,

Brian 
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Marketing Department's E-mail on Customer Demand for JetSetter Packages 

To: Corporate Strategy Analyst 

From: Marketing Department 

Subject: Customer Demand for JetSetter Packages 

The marketing department has extensively researched the habits of JetSetter customers.

We will send you a spreadsheet that contains demand data on consumer maximum willingness to pay (reservation prices) for two sets of packages:

(1) Bundles at Odyssey Isle for golf, luxury, and family options.

(2) The Big Apple Platinum package.
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Reservation Price

Estimated Demand Data for the Big Apple Platinum Package

Reservation Prices: Event vs. Dining
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Demand Data for Odyssey Isle
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Reservation Price

Estimated Demand Data for the Big Apple Platinum Package

Reservation Prices: Event vs. Dining
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DemandData

		

				Demand Data for Odyssey Isle

				Q		P		TR		MC		MR

				0		$4.75		$0.00		$2.80		-

				1		$4.60		$4.60		$2.80		$4.60

				2		$4.45		$8.90		$2.80		$4.30

				3		$4.30		$12.90		$2.80		$4.00

				4		$4.15		$16.60		$2.80		$3.70

				5		$4.00		$20.00		$2.80		$3.40

				6		$3.85		$23.10		$2.80		$3.10

				7		$3.70		$25.90		$2.80		$2.80

				8		$3.55		$28.40		$2.80		$2.50

				9		$3.40		$30.60		$2.80		$2.20

				10		$3.25		$32.50		$2.80		$1.90

				11		$3.10		$34.10		$2.80		$1.60

				12		$2.95		$35.40		$2.80		$1.30

				13		$2.80		$36.40		$2.80		$1.00

				14		$2.65		$37.10		$2.80		$0.70

				15		$2.50		$37.50		$2.80		$0.40

				16		$2.35		$37.60		$2.80		$0.10
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_1147775556.xls
DemandData

		Estimated Demand Data for the Golf, Family, and Luxury Options, along with plots of Reservation Prices

				Reservation Prices (Maximum Willingness to Pay)

		Customer		Golf		Family		Luxury

		1		$199.91		$295.25		$265.09

		2		$131.46		$357.32		$200.52

		3		$218.82		$232.23		$237.06

		4		$346.97		$117.13		$359.03

		5		$251.39		$181.78		$246.85

		6		$349.03		$125.59		$371.30

		7		$243.96		$196.14		$247.46

		8		$46.19		$363.32		$48.77

		9		$112.39		$342.76		$150.69

		10		-$3.93		$408.67		$1.40

		11		$228.37		$209.30		$231.79

		12		$238.92		$280.82		$322.82

		13		$42.22		$390.28		$68.38

		14		$376.28		$147.65		$443.76

		15		$194.81		$263.55		$223.94

		16		$139.11		$296.44		$153.79

		17		$184.74		$250.86		$192.63

		18		$126.26		$383.21		$216.79

		19		$163.17		$352.68		$254.55

		20		$256.39		$208.89		$283.21

		21		$126.81		$329.77		$164.37

		22		$333.22		$167.10		$383.55

		23		$211.97		$274.77		$266.91

		24		$198.10		$273.72		$240.21

		25		$142.59		$299.35		$163.14

		26		$58.22		$414.64		$122.35

		27		$204.09		$221.33		$198.89

		28		$285.83		$229.41		$358.19

		29		$180.21		$259.19		$192.58

		30		$153.43		$358.06		$241.91

		31		$47.27		$439.02		$126.48

		32		$164.92		$283.51		$188.62

		33		$342.06		$116.85		$349.67

		34		$464.12		$44.40		$503.01

		35		$235.65		$199.48		$235.44

		36		$211.10		$214.52		$205.04

		37		$216.11		$242.77		$242.57

		38		-$29.79		$439.84		-$15.28

		39		$78.01		$344.73		$89.06

		40		$322.22		$202.38		$398.49

		41		$320.53		$210.36		$403.33

		42		$88.48		$347.52		$111.20

		43		$136.64		$285.07		$137.85

		44		$245.24		$275.68		$329.38

		45		$254.25		$255.33		$325.70

		46		$218.19		$222.07		$225.72

		47		$194.46		$265.53		$225.28

		48		$260.31		$226.53		$308.11

		49		$392.81		$136.53		$463.23

		50		$285.42		$236.69		$364.72

		51		$180.60		$276.16		$210.27

		52		$164.00		$281.50		$184.90

		53		$34.06		$377.66		$40.66

		54		$243.75		$185.44		$236.37

		55		$240.73		$248.16		$293.52

		56		$236.04		$212.92		$249.59

		57		$254.80		$206.46		$277.84

		58		-$70.83		$538.01		$6.97

		59		$179.31		$305.40		$237.13

		60		$339.16		$106.21		$333.66

		61		$253.77		$230.22		$299.69

		62		$98.07		$330.71		$112.14

		63		$328.58		$164.61		$372.49

		64		$199.06		$258.56		$226.82

		65		$352.59		$112.23		$364.52

		66		$172.46		$295.90		$214.96

		67		$124.43		$352.01		$182.21

		68		$122.56		$362.08		$188.82

		69		$175.48		$266.35		$190.98

		70		$177.88		$334.06		$263.13

		71		$318.74		$155.02		$344.69

		72		$376.60		$64.82		$361.54

		73		$110.40		$392.91		$197.16

		74		$188.92		$314.46		$263.96

		75		$170.83		$313.68		$229.72

		76		$313.73		$151.03		$331.43

		77		$48.54		$447.68		$137.48

		78		$343.79		$136.62		$372.63

		79		$166.45		$338.96		$246.89

		80		$188.93		$307.58		$257.11

		81		$461.03		$43.80		$496.70

		82		$281.54		$196.82		$317.67

		83		$101.21		$345.98		$133.21

		84		$126.69		$339.83		$174.22

		85		$161.04		$321.25		$219.17

		86		$83.82		$337.65		$92.73

		87		$332.42		$124.04		$339.01

		88		$218.58		$298.45		$302.83

		89		$250.78		$216.27		$280.22

		90		$85.62		$366.01		$124.40

		91		$23.37		$424.58		$67.83

		92		$38.69		$427.50		$99.08

		93		$137.22		$367.17		$221.02

		94		$171.05		$279.60		$196.04

		95		$66.35		$386.81		$109.56

		96		$371.24		$91.18		$377.96

		97		$296.24		$208.63		$356.67

		98		$54.78		$430.66		$132.00

		99		$152.38		$270.95		$152.86

		100		$105.77		$349.44		$145.12
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DemandData

		199.9126885086

		131.4611613954

		218.8246076505

		346.9716153224

		251.3891791343

		349.0302565799

		243.9570158051

		46.1867107835

		112.3911038623

		-3.9287210209

		228.3735062112

		238.9226215702

		42.2154021682

		376.2755346135

		194.8051936371

		139.1050096165

		184.7424305699

		126.2599885697

		163.1709215464

		256.3859430258

		126.813188722

		333.2168722001

		211.967813407

		198.1002929417

		142.5904206873

		58.2229636668

		204.0872691898

		285.8253770275

		180.2087131684

		153.4330754614

		47.2749211942

		164.9191977369

		342.0626176696

		464.1172613949

		235.65253337

		211.0960627353

		216.1055595527

		-29.7929313499

		78.0140231247

		322.2199443873

		320.5271473736

		88.4763954266

		136.6357315012

		245.2438371212

		254.2545421922

		218.1897803486

		194.4590172163

		260.3120042797

		392.8074198076

		285.4204245115

		180.6000232638

		163.9983343513

		34.0563251986

		243.748968892

		240.7346760767

		236.0380454367

		254.8002390133

		-70.8329702727

		179.3125198266

		339.162011692

		253.7696678293

		98.0681539251

		328.584815684

		199.0614014678

		352.5886546005

		172.4612962382

		124.4341779558

		122.5594820018

		175.4761574877

		177.8752908242

		318.7431735161

		376.6029527062

		110.40454006

		188.9175796852

		170.8311406721

		313.7327672041

		48.5372998402

		343.7902028556

		166.4496499463

		188.9332684688

		461.0322553664

		281.5414296085

		101.207502262

		126.6944996634

		161.0431586916

		83.8234205323

		332.4169716099

		218.5847284229

		250.7841377839

		85.6155798421

		23.3743099263

		38.6892912094

		137.2183765445

		171.0498741479

		66.3529368059

		371.236024471

		296.2418198469

		54.7787072312

		152.3811311519

		105.7724835438
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Reservation Prices: Family vs. Golf
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330.7122078368
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295.9041560655
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362.0824909665

266.3534065975

334.0595506867

155.0192032794

64.8218416393

392.9140276051

314.4611241635

313.6801631831

151.0251175274

447.6844067259

136.6195303751

338.9598492622

307.5832730577

43.7950387639

196.8230721822

345.9800156939

339.8335238889

321.245044959

337.6535229073

124.0376410413

298.4494740619

216.2677950436
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424.5838511169

427.5021642763
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208.625089689
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349.4391241734



Big Apple Platinum

		199.9126885086

		131.4611613954

		218.8246076505

		346.9716153224

		251.3891791343

		349.0302565799

		243.9570158051

		46.1867107835

		112.3911038623

		-3.9287210209

		228.3735062112

		238.9226215702

		42.2154021682

		376.2755346135

		194.8051936371

		139.1050096165

		184.7424305699

		126.2599885697

		163.1709215464

		256.3859430258

		126.813188722

		333.2168722001

		211.967813407

		198.1002929417

		142.5904206873

		58.2229636668

		204.0872691898

		285.8253770275

		180.2087131684

		153.4330754614

		47.2749211942

		164.9191977369

		342.0626176696

		464.1172613949

		235.65253337

		211.0960627353

		216.1055595527

		-29.7929313499

		78.0140231247

		322.2199443873

		320.5271473736

		88.4763954266

		136.6357315012

		245.2438371212

		254.2545421922

		218.1897803486

		194.4590172163

		260.3120042797

		392.8074198076

		285.4204245115

		180.6000232638

		163.9983343513

		34.0563251986

		243.748968892

		240.7346760767

		236.0380454367

		254.8002390133

		-70.8329702727

		179.3125198266

		339.162011692

		253.7696678293

		98.0681539251

		328.584815684

		199.0614014678

		352.5886546005

		172.4612962382

		124.4341779558

		122.5594820018

		175.4761574877

		177.8752908242

		318.7431735161

		376.6029527062

		110.40454006

		188.9175796852

		170.8311406721

		313.7327672041

		48.5372998402

		343.7902028556

		166.4496499463

		188.9332684688

		461.0322553664

		281.5414296085

		101.207502262

		126.6944996634

		161.0431586916

		83.8234205323

		332.4169716099

		218.5847284229

		250.7841377839

		85.6155798421

		23.3743099263

		38.6892912094

		137.2183765445

		171.0498741479

		66.3529368059

		371.236024471

		296.2418198469

		54.7787072312

		152.3811311519

		105.7724835438



Golf

Luxury

Reservation Prices: Luxury vs. Golf

265.0930567568
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237.0564016381
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1.3989338756
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68.3772279035
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153.7866587785
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235.4352635392

205.0434623839

242.5665365169

-15.2808011317

89.0579557834

398.490343864

403.3304419629

111.1971544933

137.8454141447

329.3835415513

325.6979406659

225.7223447807

225.2756939687

308.111893996

463.2263537658

364.716002501

210.273613069

184.8980179152

40.660573166

236.371996775

293.5186552985

249.5914677752

277.8359251778

6.9725670276

237.1313685488

333.6627723418

299.6900675298

112.1382925983

372.4871687557

226.8242899995

364.521383221

214.9575541061

182.2132076106

188.8175326699

190.9842979498

263.1288387114

344.6940742843

361.5373041457

197.1624267161

263.9586465812

229.7177734265

331.4307368549

137.4784114303

372.631405658

246.8917016629

257.109819725

496.7047111918

317.6747169579

133.2138948786

174.2183482662

219.1748885385

92.726850892

339.0090385197

302.8312216442

280.2184499439

124.3980823926

67.8263244805

99.0773530138

221.021586651

196.0403384367

109.5584704327

377.9622906568

356.6724564057

131.9997519726

152.8593662815

145.1182187295



				Estimated Demand Data for the Big Apple Platinum Package

						Reservation Price

				Customer Type		Dining		Event

				A		$50		$300

				B		$300		$50

				C		$150		$275

				D		$225		$200

				Copyright © by UNext.com LLC, 2002. All rights reserved.
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