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Get�the�price�right�
Operators�need to workharder to understandwhen
passengerswillbewilling� to pay�moreand�where�

pricesshouldbedropped� to
fill empty�trains

,� says
Peter�Shearer�

heconfirmationthatrailprices
would�risebysix�per�centfrom
January�2012 and� thenevery�

yearuntil�2014 under� the�

government'� s� austerity�plan ,�

has�beenmet�withpredictable�

protestsfrom the�press�and�commuters�alike.
Given�the�current�uncertain�economic

climate�and� the�price� rises�for�essential�

commodities� suchasfueland�energy,�

there�
is someconcern� in the�railindustrythatthis
increasemay�drive�customers�off�the�rails.
Somerailpassengersalready� feelthatthe�

level�
of service�being�provided is not�always

what
it shouldbe -� animpressiononly

reinforcedbypress�coverage of over-crowded
or late-runningtrains

,�

which�doesnothing� to

helpthe� image� of the�railindustry.�
With this in mind

,�

and�
to sugar�the�bitter

pillof price� increases�
,�

the�UKrailministerhas�

promisedmorecomfortable� journeys -� with
moretrainsand�moreseats�available� .� The�

hope is
thatconsumers�willsee� a� tangible

benefit� in payingmorefor� their� travel .� In

addition
,�

the�chancellorGeorgeOsbourn�
alsocapped increases� thatwereoriginally in

the�region of eight�per�cent.�

However�
;�

the�fact is thatconsumers�

are�not�happy�about� the�price� rises�and�are�

increasingly looking� for�alternative� transport�
options� .� Unlessthe�railindustryfinds� a� way�
of managingprice� increases� intelligently� ,�

the�

additional capacitywillgo to waste�asthey
riskdiscouragingcustomers�fromtrain�travel.�

Sowhatcan�operators� do?�Since� the�

increases�are�unavoidable�
,� theyare�going� to

have
to get�smarter�about�their�pricing� in

order�
to limit�the�negative impacts� .� Today' s�

consumers� understandthatbooking� at the�

last-minute� or travelling at peaktimes�will
bemoreexpensive� ,�

but� at the�same timethey
expectpreferential discounts�duringoff-peak
periods� .� Suchpricing� flexibility�shouldbe
reflected� in the�way�railoperators� implement�
these�annualprice�increases.

Rather thanapplyingflatfare increases�

acrossthe�board�
,�

railoperators�shouldwork
to showflexibility� in their�plans�bysetting�
pricesbased� onday-to-dayforecasts�and�

incorporating� competitive� intelligence.�
In anticipatingand�buildingdemand
fluctuationsintotheir�pricing� ,�

the�industry
can�makethe�bestuse�

of available�capacity
while�maintaining� customersatisfaction and�

deliveringthe�betterdeal
to farepayersasthe�

governmenthas�promised.�
The�mosteffective�way� of creatingthese�

flexibleplans� is for� railoperators� to make
betteruse� of their�dataTheyneed to combine�
historicaldataand�externalinformation�

to

create a� pricing�model� .� Thismeans�looking�
back at ticketsales�

,� profits� ,� previouscapacity
issues

,� any�booms� in demandand�other�
historicaldatathe�operatorwillnodoubt�
have at their�disposal .� Doing�thisshouldlet�

themidentifyany�periods� where� theyhave
,�

in the�past ,�

seenanincrease in demand
,�

or

markets� where� customers�havebeenwilling�
to pay�higherfares� .� Thiswould�be a� better

place� to increaseprices ,�

asopposed� to upping
priceson

a� journey�where�theymight�struggle
to fill seats� in the�first�place.

Alongside� using� their�own�data
,�

operators� alsoneed to look at outside�market
influences .� In particular ,�

their�pricing�should
beinformedbyanunderstanding� of what
other�pricesare�being�offered� in their�key�
markets� .� Thiswillhelpoperators� avoid�

pricing� themselvesout� of the�marketby
including�these� insightswhenforecasting�
demandand�setting�prices ,�

thusensuring that
they remaincompetitive.

It'�
s� the�ability� to anticipatedemandand�

set�initial�prices ,�

but�also to react� to changes�
and�adapt�fares�

,�

thatwillensureoperators�
don' t� sufferfromrailprofitblues� at the�start�
of the�year .� Simplyput� ,�

railoperators�must
balance�expectations fromtheir�customers�
with those� from the�government .� Every�

industry,� including� passenger� rail
,�

should
understandtheir�customers'willingness� to

pay�whensetting�and�changingprices in

order�
to set�appropriate�prices .� It is therefore�

vital�thatintelligent�pricing� tools�are�used

effectively� to
build�flexible

,�

scalablepricing�
plans�thatcan�see� the� industry through�what
is expected to be a� challenging�2012 .� MI
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