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The secondary 
ticketing market

Media reports have highlighted cases where 
tickets on official websites have sold out in 
a very short period of time after going on 

sale. Immediately after the official websites sell out, 
the same tickets often start reappearing on other 
websites for prices far in excess of their face value. In 
one extreme case an £85 ticket for an Adele concert at 
the O2 Arena was advertised on another website at a 
price of £24,840.

Market structure
To appreciate why this is happening you need to 
understand the structure of this market. Consumers can 
usually buy tickets in one of three ways:
• direct from the event organiser
• from an authorised ticketing website
• from a secondary ticketing website
The second and third method will be explained in 
more detail below.

The first two methods make up the primary market. 
The pricing of tickets in this sector is controlled by the 
organiser or promoter. Rather than selling the tickets 
themselves, event organisers often use an authorised 
ticket agent. These businesses typically sell tickets for 
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their face value, plus charges such as booking fees and 
postage. The largest authorised ticket agent in the UK 
is Ticketmaster.

The third method — the secondary ticket market 
— is dominated by four websites: Viagogo (based in 
Switzerland), Stubhub (owned by eBay), Seatwave and 
GetMeIn (both owned by Ticketmaster). Someone 
purchasing a ticket in the primary market can use 
these websites to advertise them for resale. The event 
organiser has no control over the sale and distribution 
of tickets in the secondary market and many tickets are 
listed at prices far in excess of their face value. People 
who sell tickets in this way are often referred to as 
‘ticket touts’.

The companies running the websites generate 
revenue by charging both sellers and buyers a fee. 
These typically amount to around 25% to 30% of 
the price of the ticket. In return for this fee buyers are 
provided with a degree of consumer protection, such as 
replacement tickets or a refund if the item arrives late.

The market-clearing price
Why does the market exist in the first place? One 
explanation is that the quantity of tickets demanded is 
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What is wrong with the way the online market for 
tickets operates in the UK? Jon Guest investigates
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Weblinks to follow up
BBC article on touts’ alleged collusion with ticket 
sites: www.tinyurl.com/z75bo5l

Government’s secondary ticketing review:  
www.tinyurl.com/hjlkarl

Activities

1 Using a demand-and-supply diagram, explain 
what happens in the primary ticket market if 
prices are continually set below the market-
clearing rate. Illustrate and explain how 
mutually beneficial trade can take place in the 
secondary market at prices above those in the 
primary market.

2 Explain how resellers in the secondary market 
could reduce consumer surplus to zero.

3 In what ways might the activities of some 
resellers be distorting the secondary market?

4 Draw a diagram to illustrate the profit-
maximising price and quantity of tickets sold 
for an event organiser that has considerable 
monopoly power. Assume that the event has 
high fixed costs but low marginal costs.

5 Do you think it is in the interests of society to 
allow people to resell tickets at a price above 
the level set in the primary market?

reviewreview

Did you like 
this article?

Tell us what 
you think

greater that the number for sale at the price set in the 
primary market. For example, research by Media Insight 
Consulting found that on average fans were willing to 
pay £181 see an Adele concert whereas the tickets were 
priced at £65.

Why would an event organiser consistently set prices 
below the market-clearing level? One reason might 
be the level of uncertainty in the market combined 
with a rigid pricing strategy. Before the tickets go on 
sale it is difficult to predict with certainty what the 
market-clearing price is likely to be. Also, once prices 
have been set they don’t tend to be altered even in the 
light of new information about demand. Under these 
circumstances the event organiser may be cautious. 
They may conclude it is better to set prices too low and 
risk having disappointed fans than to set them too 
high and risk ending up with half-empty venues. Prices 
may also be set below the equilibrium as performers 
may have the social goal of enabling regular fans with 
moderate incomes to attend their concerts.

A consequence of prices being set below the market-
clearing level is that there is no guarantee that those 
fans who value them most will be able to get them. 
Some economists have argued that one great advantage 
of having a secondary market with greater pricing 
flexibility is that it helps the tickets get to the people 
who value them most, based on their willingness to 
pay.

Why do tickets sell out so quickly?
The previous analysis helps us to understand why there 
might be an imbalance between the demand and supply 
of tickets, but it doesn’t fully explain why they sell out as 
quickly as they do. This seems to happen because some 
people use automated purchase software, known as bots, 
to buy thousands of tickets the moment they go on sale. 
This gives resellers some market power. Nigel Adams MP 
has argued that the use of such ticket-buying software 
should be illegal, as is the case in the US state of New 
York.

Other issues that need to be considered when 
studying the market are the possibility that artists and 
venues alike have significant market power, and also 

the impact of the cost structure of organising a live 
event (i.e. high fixed costs and relatively low marginal 
costs).

The reselling of tickets remains a controversial topic 
and the operation of the secondary market is currently 
being investigated by the Competition and Markets 
Authority.
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