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Ticket Resale
Repugnant to many (non-economists)

Internet-driven growth

22% of web buyers purchased an event ticket online in Q1 2007 (Forrester Research)

13% purchased from an online secondary source (Forrester Research)

eBay acquired StubHub for $310M, TicketMaster acquired TicketsNow for $265M, Kleiner 

Perkins invested $26M in RazorGator

Transparent, accessible, legitimate, efficient …

Trend of deregulation

Connecticut, Pennsylvania, Minnesota, Missouri & New York repealed anti-scalping laws 

in 2007



Welfare Effects

Voluntary transactions

Reallocation of goods to high value consumers

Two complications

1) Initial allocation in resale market is endogenous

2) Brokers – create & capture value
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Complexity of Welfare Consequences

1) Resale reallocates tickets to people with highest values

2) Resale increases prices paid by attendees

3) Resale generates profits for brokers

4) Consumers may also profit from reselling

5) Resale causes some people to buy in the primary market who otherwise would not 

have (possibly increasing primary market sales)

6) Resale causes some people to wait (possibly reducing primary market sales)

7) Resale increases competition for tickets in the primary market, lowering the chances 

of any particular individual getting a ticket, & promoting costly rent-seeking behavior

8) Resale may cause producers to increase prices (or otherwise modify price schedules)
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Our Goals

Quantify the welfare effects of resale markets for event tickets

How much does resale increase aggregate welfare, relative to a world without any 

resale?  Who wins & who loses?

How would changes (e.g. lower transaction costs) in the resale market affect payoffs 

to sellers, consumers & brokers?

How would resale markets be affected by changes in primary market pricing 

practices?

We estimate a structural model using transaction-level data on 103 rock 

concerts from the summer of 2004



Preview of Structural Model

Two periods

Buyers are either brokers or consumers

Buyers have rational expectations of secondary market equilibrium

Frictions in resale market:

Transaction costs (different for brokers & consumers)

Random participation in resale auctions

Uncertainty about overall level of demand in primary market
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Transaction Timing



Model Overview

Period 1 – Primary Market Period 2 – Resale Market

Brokers & consumers arrive
in random sequence

All have expectations about
resale value of each seat

Consumers vary in WTP for
themselves

Start with an initial
allocation among brokers
& consumers

Sequence of auctions with
random participation

No option to return to
primary market



Consumers’
 

Decision Tree



Preliminary Estimates

Assumes L = 5   (num. bidders)
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Conclusions
Coarse pricing in the primary market is a (the?) key driver of resale activity

As artists utilize more sophisticated pricing, resale activity will diminish

Resale markets redistribute surplus in subtle ways

Observed levels of resale activity not large enough to make a big difference to 

overall welfare

But large reductions in transaction costs would generate substantial gains in total 

welfare

With near-frictionless resale markets, consumers who attend the events are the 

biggest losers
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