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Motivation  

 One of  a few papers used RP-SP method 

 Comparison of  SP and RP methods 

 Along with performance characteristics the model includes the 

socio-demographic indicators 

 Explore the differences in tastes 
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Purpose of  the study 

 theatrical production  comprises a bundle of  attributes (type of  
show, the cast, the conductor…) 

 there is no separate market for these individual attributes 
 people’ preferences and WTP can be ascertained by asking 

consumers directly (SP) or inferring from how they actually 
behave (RP) 
 
 

 To analyze factors that determine theatre demand using a model 
with joint RP and SP data 

 
 To estimate willingness-to-pay (WTP) for the different 

attributes of  a theatre production 
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RP and SP methods 

Revealed preferences 
Method of  analyzing choices made by individuals which asserts 
that the best way to measure consumer preferences is to observe 
their purchasing behavior. 
 
 Based on what consumers do, rather that they say will do, 
 requires large datasets, 
 does not allow to test hypothesis about the attributes of  

theatrical productions, if  they are not separable. 
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RP and SP methods 

Stated preferences 
Method of  analyzing choices by asking individuals what they will 
do in a particular situation 

 
 Allows to run an experiment, 
 allows to induce variation in attributes that may take a long 

time to observe in the RP market, 
 obviates the need to collect large datasets. 
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RP and SP methods 

Similarities 

 Lancaster’ theory of  consumer demand (Lancaster, 1966); 

 Random Utility Theory (RUT); 

 the same underlying choice process; 

 both models can be estimated using discrete choice models 

(DCM). 
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RP and SP methods 
RP–SP method: 

 RP data embody the market equilibrium; 

 RP-SP data contain realism that might not be attained in an SP 

study; 

 RP responses makes the respondent the SP task more thoughtfully; 

 RP-SP model can achieve higher efficiency and improved the 

model predictive ability. 
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Theoretical Background 

Lancaster’s theory of  consumer demand: 

𝑈𝑛𝑛𝑛 = 𝛽𝑋𝑛𝑛𝑛 + 𝜀𝑛𝑛𝑛 , 

𝑛 – individual, 

𝑗 – alternative, 

𝑡 – choice situation.  
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Theoretical Background 

Multinomial logit (MNL): 

𝑈𝑛𝑛𝑛 = 𝛽𝑋𝑛𝑛𝑛 + 𝜀𝑛𝑛𝑛, 

𝜀𝑛𝑛𝑛 ~ i. i. d. EV I. 

The probability that the individual 𝑖 chooses the alternative 𝑗 in 

the choice situation: 

𝑃𝑛𝑛𝑛 =
exp (𝛽𝑥𝑛𝑛𝑛)
∑ exp (𝛽𝑥𝑛𝑛𝑛)

,∀𝑗. 
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Theoretical Background 

Mixed logit (MXL): 

𝑈𝑛𝑛𝑛 = 𝛽𝑛𝑋𝑛𝑛𝑛 + 𝜀𝑛𝑛𝑛, 

𝑈𝑛𝑛𝑛 = (𝛽 + 𝜈𝑛)𝑋𝑛𝑛𝑛 + 𝜀𝑛𝑛𝑛 . 

 The probability that the individual 𝑖 chooses the alternative 𝑗 in 

the choice situation: 

𝑃 𝑦𝑛 = 𝑗 = 𝑃 𝑦𝑛 𝛽𝑛 𝑃 𝛽𝑛 = 𝑏 . 
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Theoretical Background 

Willingness to pay - the maximum price at or below which a 

consumer will definitely buy one unit of  the product: 

𝑊𝑊𝑃 =  
𝜕𝜕 𝜕𝑥𝑘⁄
𝜕𝜕 𝜕𝑃⁄ = 𝛽𝑘

𝛽𝑐
. 
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Выступающий
Заметки для презентации
Only for fixed parameters



Data 

 Theatre Royal (Newcastle) 

 380 shows per year 

 1224 seating capacity 

 the regional home of  Royal Shakespeare Company 

 700 questionnaires were post (5 weeks) 

 421 were returned 

 353 questionnaire is a final dataset 

 people attended six shows 
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Data 
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Data 

 age (divided into four groups), 

 income, 

 status (student, friends of  theatre), 

 marital status, 

 children. 
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Data. Revealed preferences 

 performance; 
 price; 
 alternatives available for consumer (in Theatre Royal): 
 include individuals who chose the venue and then the play, 
 exclude who ignored the alternatives, 
 exclude who selected on impulse, 
 exclude who attended because someone else had made the 

decision, 
 exclude who considered plays at other theatres. 
 

60% of  individuals were suitable candidates for inclusion in a 
RP model 
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Questionnaire design 
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Questionnaire design 

Example of  choice card 

18 



Results 1 
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Results 2 
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Results 3. WTP 
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Results 3. WTP 
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Conclusions 

 RP-SP model allowed to avoid some problems, 

 revealed the most important determinants of  choice and WTP, 

 type of  show, RSC, reviews are the most important, 

 socioeconomic variables allowed to reveal systematic 

heterogeneity in tastes, 

 considerable non-systematic heterogeneity with respect to the 

type of  show, the RSC and price, 

 results can be useful to theatre managers to inform policy 

towards theatrical production and ticket prices.  
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