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1   Introduction  
This paper analyses market structure of theme park in Hong Kong and relationship to business decision-making. It is split into four sections and covers the company background of Hong Kong Disneyland, market structure, research design and planning, data analysis and discussion, conclusion and recommendation. It evaluates the economic contribution to price discrimination strategy in theme park industry specifically to Hong Kong Disneyland.    
1.1 The Company's background & Its Service Portfolio
There are two main theme parks in Hong Kong that attract the most attention of locals and visitors from mainland China and overseas namely, Hong Kong Disneyland on Lantau Island and Ocean Park on the southern coast of Hong Kong Island. Hong Kong Disneyland is inside of Hong Kong Disneyland Resort (HKDL) and it opened in 2005.  HKDL is owned and operated by Hong Kong International Theme Parks which jointly owned by the Government of Hong Kong and The Walt Disney Company. As of the fiscal year of 2015, the Hong Kong Government holds 53 per cent of shares in the company and The Walt Disney Company holds 47 per cent. The resort has public areas occupy approximately 27.4 hectares which consists of the seven themed areas such Main Street, U.S.A., Adventureland, Tomorrowland, Fantasyland, Toy Story Land, Grizzly Gulch and Mystic Point. It had more than 30 main attractions such as entertainment experiences and it has three themed resort hotels with 1,750 rooms totally. Chan, C. (2007) reported that the daily admission capacity of the park is 34,000 visitors. From the company website, (Hong Kong Disneyland, 2018) published its annual business review of fiscal year 2018 stated that full-year attendance is 6.7 million. In the current situation, HKDL launched two new attractions which are the Iron Man Experience ride and the resort-style hotel called Disney Explorers Lodge. After that HKDL announced it has an aggressive expansion and development plan at the Phase 1 site of the park. It expected the new attractions would be launched progressively from now to 2023. 

Apart from the HKDL, the Ocean Park is the other major theme park in Hong Kong. It is also a world-class theme park with marine experience on the southern coast of Hong Kong Island from the headlands of Nam Lang Shan Mountain to Wong Chuk Hang Valley lowlands with a total area of 69 hectares. Ocean Park is one of the largest theme parks in the world. It has more than 80 attractions including Aqua City, Marine World, Ocean Theatre and some more. In the recent year, it has been developing an new attraction and hotels which are the all-weather waterpark, The Hong Kong Ocean Park Marriott Hotel and The Fullerton Ocean Park Hotel Hong Kong. They are all scheduled for completion before 2021. 

Theme parks offer great relaxation for everyone from small kids to old people. However, they do not offer the same price for everyone. Visitors pay different amount of money to enter the parks due to they sell tickets based on the length of time. For HKDL, it controls the service duration and the lengths by one day, two days and by different kinds of annual pass. 
1.2 The Market Structure of the Company
Other than HKDL and Ocean Park, there is also smaller carnival type or seasonal type theme parks in Hong Kong which open on special occasions such as during Christmas or Chinese New Year. Those carnival type theme parks are usually smaller scale. HKDL and Ocean Park are dominating theme park industry in Hong Kong. The concentration ratio of HKDL and Ocean Park is high which the ratio measures the market share of the largest firms. A monopoly is one firm exists in the market and oligopoly is two firms or above but with a limited number of firms in the market. Since the number of theme parks exit in the Hong Kong market is low. The market structure of HKDL and Ocean Park is oligopoly. There are small number of firms can be existed in the theme park market in Hong Kong due to it has high entry barriers, it required high entry costs in capital expenditures, a license as legal privilege to construct and operate a park, a large area of land, engineering to startup. New firms are not easy to enter the theme park market in Hong Kong. Thus, HKDL is an Oligopoly. 
Competition occurs in the marketplace when there is certain amount of buyers and sellers in the market. It allows monetary value to alter in response to alterations in supply and demand. In some markets, there are a large number of buyers and sellers of the same good or service to make it a competitive market by competition. HKDL is in the market that lacks of a large number of sellers to compete with each other. It offers a similar service as its competitor Ocean Park to a large number of buyers. Hence, it is in imperfect competition. Imperfect competition is a market structure that in which the conditions for perfect competition are not meet. 

2   Case Study Design & Planning  

The case study and design is based on qualitative data research method to gain an understanding of underlying reasons of applying price discrimination strategy by HKDL. This research method is to uncover trends in thought and opinions, and dive deeper into the problem. The methodology is to do document review and analysis. The analysis section is based on comparison of the pricing information. 
2.1 Research Objective
According to the annual business review of 2018 of HKDL, (Hong Kong Disneyland, 2018) reported record high revenue and earnings before interest, taxes, depreciation and amortization (EBITDA) for fiscal year 2018. Its revenue rose 18% to HK$6.0 billion for the year ending September 29, 2018. EBITDA jumped 48% to HK$1.4 billion. The robust growth in revenue and EBITDA was attributed to increases in occupied room nights at the resort hotels, park attendance and guest spending. Annual attendance reached 6.7 million, up 8% from prior year. Record revenue and EBITDA reduced net loss by HK$291 million to HK$54 million, an 84% improvement from fiscal 2017. In order to increase the revenue to cover the record loss for a firm, there are few methods that executive manager could apply such as 1. to attract more visitors to the park, 2. to increase the spending of visitors in the park, 3. to increase the frequency of admission per customer by encouraging visitors to revisit the park more often, 4 raise the prices including admission price, hotel room price and merchandises price but given that the attendance volume, average spending per customer, and frequency visit the same, raising the prices will bring in more revenue for the same amount of effort. However, price raising strategy is not the business decision for HKDL. It tends to charges different price for the same service which the service with same cost. This paper studies the relationship between adopting price discrimination strategy and the revenue management of HKDL. From evaluating the service portfolio of HKDL, analyzing the market for the service, identifying the price discrimination technique used by HKDL to generate the insights of its business decision-making. Moreover, to determine if HKDL applied the price discrimination strategy is an effective business decision for yield management to increase its marginal revenue while it is in oligopoly market structure. 
2.2 Qualitative Data Collection Method 
The source of data is collecting from company website of two of the theme parks and newspapers and literatures. The data is report of annual business review of HKDL, the annual report of Ocean Park, information of admission price (P) of both parks and number of attendance per year (Q). As the research objective is to study the relationship between adopting price discrimination strategy and the revenue management of HKDL. The objective can be answered through the data collection and data analysis. However, there is limitation associated with qualitative research in this case when there is no primary data. The data collected is secondary data. Hence, the data and information that required are may not be completed to make a full analysis. To overcome this obstacles by using cross reference to verify the correlation and accuracy of the secondary data such as collecting data from newsletters other than only rely on the data from the company website. 

According to the website of HKDL, (Hong Kong Disneyland, 2018) published that its full-year attendance is 6.7 million in the fiscal year of 2018, thus the average attendance per day is around 18,356. (Q) From newspaper, Chan, C. (2007) reported that the daily admission capacity of the park is 34,000 visitors. As per the tickets store of HKDL, (Hong Kong Disneyland, 2019) states that the admission tickets are cheaper for the aged from 3 - 11 and aged over 65 which are HK$458 for child and HK$100 for seniors. It is a pricing policy but not a pricing strategy. Hence, this paper analyses the data of the admission price of general admission ticket offers for aged from12 to 64. HKDL is charging the admission price depends on length of ticket purchased. The lengths are by one day, two days and by a year. The current price of admission ticket for an one day ticket for general admission is priced at HK$619.(P) A two day ticket for general admission is priced at HK$799 which allows visitors to visit on two consecutive days, or at another time within seven days of the first visit. For the super fan or the people who live in the neighborhood of the park, purchasing annual passes are the most convenient way to enter the park. The annual passes are called Silver, Gold and Platinum Magic Access Membership. The Silver Magic Access Membership is priced at HK$1,238 with about 220 days of park access but it does not include weekends or holidays. The Gold Magic Access Membership is priced at HK$1,999 with about 340 days of park access on most of the weekdays and weekends but it does not include holidays. The Platinum Magic Access Membership is priced at HK$3,491 with all year-round 365 days of park access. All access members can also take advantage of its benefits including exclusive collectibles, new events previews, various special discounts on dining and stay at hotel rooms or other privileges on parking and purchasing park merchandises. 
For the major competitor of HKDL, Ocean Park is promoting local cultural of Hong Kong and the unique marine themed experience to its customers. The pricing policy and structure are similar with HKDL. According to its annual report, (Ocean Park, 2018) Ocean Park welcomed 5.8 million guests (Q) from around the world to achieve revenue of HK$1,686 million in the 18 fiscal year. The average attendance per day is around 15,890. According to (Ocean Park, 2019), Ocean Park is also charging the admission price depends on length of ticket purchased. The admission tickets are also cheaper for the children from aged 3 - 11 which priced at HK$240. For the local senior residents aged over 65 or above are free of charge. The current price of admission ticket for an one day ticket for general admission aged between 12 to 64 is priced at HK$480.(P) The annual passes are Silver, Gold and Platinum. The Silver Pass is priced at HK$1,050 with about 220 days of park access but except for Saturdays, Sundays, Public Holidays and the block out dates. The Gold Pass is priced at HK$1,290 with about 340 days of park access on most of the weekdays and weekends but except for the block out dates like holidays. The Platinum Pass is priced at HK$2,480 with unlimited all year-round 365 days of park access. All access members can also take advantage of its benefits such as exclusive programs and dining, shopping discounts. 
2.3 Qualitative Data Analysis Method
The data analysis method is to review all information and documents that related to the research issue to get the observations of HKDL and its competitor’s pricing pattern. Follow with comparison of pricing information.   

Table 1.Admission price comparison of HKDL 

	Ticket Type
	1 Day
	2 Days
	Silver Magic Access Membership
	Gold Magic Access Membership
	Platnium Magic Access Membership

	Ticket Price
	619
	799
	1,238
	1,999
	3,491

	Average price per day
	619
	399.5
	5.6
	5.8
	9.5


The above table list out the differences in pricing. A one day ticket is HK$619. A two day ticket is HK$799, the average price of one day admission to the park is HK$399.5. A Silver Magic Access Membership is HK$1,238 with about 220 days of park access, the average price of one day admission to the park is HK$ 5.6. A Gold Magic Access Membership is HK$1,999 with about 340 days of park access, the average price of one day admission to the park is HK$ 5.8. A Platinum Magic Access Membership is HK$3,491 with 365 days of park access, the average price of one day admission to the park is HK$ 9.5.

Under this pricing structure, assumed a one day ticket is the benchmark in order to compare the other offers. For visitor who wants to enter the park on an ordinary weekday, the most expensive way is to purchase a one day admission ticket which costs HK$619 whereas, the cheapest way is to purchase a Silver Magic Access Membership which is HK$1,238 with average daily costs HK$ 5.6. For visitor who wants to enter the park on weekends except holidays, the most expensive way is to purchase a one day admission ticket which costs HK$619 whereas, the cheapest way is to purchase a Gold Magic Access Membership which is HK$1,999 with average daily costs HK$ 5.8. For visitor who wants to enter the park on holidays, the most expensive way is to purchase an one day admission ticket which costs HK$619 whereas, the cheapest way is to purchase a Platinum Magic Access Membership which is HK$3,491 with average daily costs HK$ 9.5. Moreover, for the true Disney fans that want to visit every single day of the year, the Platinum Magic Access Membership entitles them the cheapest way for visiting the park with only HK$3,491 verse buying a one day ticket everyday will cost HK$225,935 in total. 

Table 2. Admission price comparison of Ocean Park

	Ticket Type
	1 Day
	Silver Pass
	Gold Pass
	Platinum Pass

	Ticket Price
	480
	1,050
	1,290
	2,480

	Average price per day
	619
	4.7
	3.7
	6.7


The above comparison table shows that a one day ticket of Ocean Park is HK$480. A Silver Pass is HK$1,050 with about 220 days of park access, the average price of one day admission to the park is HK$4.7. A Gold Pass is HK$1,290 with about 340 days of park access, the average price of one day admission to the park is HK$3.7. A Platinum Pass is HK$2,480 with 365 days of park access, the average price of one day admission to the park is HK$6.7.

Under this pricing structure, assumed a one day ticket is the benchmark in order to compare the other offers. For visitor who wants to enter the park on an ordinary weekday or on weekend except holidays, purchasing one day ticket is the most expensive with HK$480. Whereas, the cheapest way is to purchase a Gold Pass with average costs per day is HK$3.7. For visitor who wants to enter the park on holidays, the most expensive way is to purchase an one day admission ticket which costs HK$480 whereas, the cheapest way is to purchase a Platinum Pass which is HK$2,480 with average daily costs HK$6.7. Moreover, for the one who wants to visit Ocean Park every single day of the year, the Platinum Pass entitles the cheapest way with only HK$2,480 verse buying a one day ticket everyday will cost HK$172,800 in total. 

3   Analysis & Discussion  

Based on the above comparison information, it is obvious to identify the theme parks are charging different prices on different customers. When the firms treat their customers fairly, they sell all units of output of their services or goods at the same price for every customer and in every time-slot. When the firms charge different prices for the same services or goods to different customers and there is no difference in the cost to the firm of supplying these pricing structures to customers, the firm is engaging in price discrimination. In this section, it explores the price discrimination technique used by HKDL and evaluates the successfulness from both of HKDL and customers aspect.  
3.1 The price discrimination technique used by the company
HKDL is varying the fixed charge to different segments of the customer and in varying the charges on marginal units consumed. It charges different prices to different consumers depending on length of ticket purchased. It is discrimination by time which is the length of customer visitation time. There are conditions exist for HKDL to price discriminate, 1. The annual passes that customer purchased is particularly difficult to resale in the secondary market, 2. HKDL is a price-setting firm. A price-taking firm can only take the market price such as gold price in the commodity market and it is not in a position to decide the market price. Firms in imperfect competition markets can be engage in price discrimination, 3. The customers of HKDL can be easily segmented into different groups. The customers are with different elasticities of demand and they can be identified and treated differently. Thus, HKDL can charge them in different prices. 
3.1.1 Third-degree price discrimination
HKDL is an example of Third-degree price discrimination. Third degree discrimination is linked to consumers' willingness and ability to pay for a good or service. It means that the prices charged may bear no relation to the cost of production. Third-degree price discrimination consists of segmenting customers into different groups in order to charge them different prices for same service. Customers are being charged different prices but each one faces a constant price for all units of output purchased. HKDL takes advantage of the fact that different groups of customer have different demand functions in which customers who want to visit more often have a low ability to pay and customers who want to visit the park once in a while have a high ability to pay. When profit maximization is the aim of company, then marginal revenue and marginal cost are equalized. There are two demand curves of the two segments of customer, one can derive the marginal revenues and construct the aggregate marginal revenue which represents the entire market. The optimal total output (Q) is found at the intersection of the marginal cost and the aggregate marginal revenue. That explains the value of the marginal cost for the optimal total output (MC (Q)). The total output between groups of consumers so that the marginal revenues are equalized across market segments. Customers are charged a price that is related to the price elasticity of their demand in which customers with inelastic demand are being charged more.
The total output produced equal or greater than what is produced by the output without price discrimination. This strategy leads to a greater output when customers that did not initially consume with a single price for the entire market. When the marginal cost decreases and one market segment is not served by firms without price discriminated. It is possible to show that adopting price discrimination will have a positive effect for HKDL.
3.1.2 Demand Elasticity
Elasticity of demand is varying with type of the customer group of HKDL. For the customers who want to visit the park once in a while have a high ability and expected to pay a lot more for a single time experience, they have elastic demand. The customers who want to visit more often have a low ability to pay and are more price sensitive are expected to have lower price options, they have elastic demand. In the market of elastic demand customers, the park produces where MR(a) = MC and charges at price P(a), and in market of inelastic demand customers, the park produces where MR(b) = MC and charge price P(b). Customers with an inelastic demand will pay a higher price at P(a) than those with an elastic demand who pay P(b). 
3.1.3 Game Theory
When Hong Kong Disneyland exists in the market, it has certain degree of monopoly power can be exercised in the market by its interdependence characteristics of oligopoly. In a case that Hong Kong Disneyland faces a downward-sloping demand curve that it is able to engage in influencing and changing the price. However, the firms in oligopoly are fear of retaliation. Due to the demand of a firm in oligopoly is made of two segments of two separate demand curves. One demand curve is highly elastic, for example when firm A raises its price and firm B does not follow to raise the price, and then firm A will lose its market share. Whereas the other demand curve is inelastic, for example when firm A lowers its price and firm B follows, end up in this case no firm can expand its market share. According to the Game theory, when the costs and benefits are balanced in the oligopoly market structure and it is considered in the Nash equilibrium state for firms, the firms would not want to break from the group. Thus, HKDL tends to apply price discrimination strategy in order to increase revenue rather than raise the price aggressively.    
3.1.4 Market Failure

In the free market, prices are determined by the forces of supply and demand. Any shift in one of the results in a price change that signals a corresponding shift in the other. Then, the prices return to an equilibrium level. A market failure results when prices cannot achieve equilibrium because of market distortions by market power, externalities, public goods and incomplete information that restrict economic output. Then it effects distribution of goods and services in the market. According to (Ifrach, B. and Weintraub, G., 2017), they mentioned that dominant firms are a few exist in the market and have market power. HKDL has market power on charging the price in different forms. In the current situation, there is a group of customers who purchase one day ticket is worse off than ones buy 2 days ticket or annual pass. This group of customers incurs higher costs and receives fewer benefits. Market failure exists in the case of HKDL.
3.2 An evaluation of the price discrimination technique used by the company
In this section, it explores the price discrimination technique used by HKDL and evaluates the successfulness from both of HKDL and customers aspect. 
For a firm to price discriminate successfully, there are three conditions required, 1.the firm must have market power; 2.customer has different price sensitivity; 3.and no secondary market of the goods or services that customers could resale. For HKDL, it is in oligopoly market and it has certain degree of market power, its customers with different demand elasticity and the annual passes are cannot be resealed. Moreover, HKDL has high fixed costs including employee pay, ride maintenance and with low variable costs, so marginal cost of any additional customer is insignificant which marginal cost is zero. Under this pricing structure, it increases total sales by attracting price sensitive customers by providing more affordable options to them. It is a profit maximization method for HKDL to apply price discrimination as it allows reaping some of the consumer surplus. 
For customer point of view, most of people like have choices when they are buying products or services. HKDL gives customers to have control of their choices by offering different kinds of tickets. The variable pricing allows customers to choose the tickets they can afford or are convenient for them. It also creates an illusion for customers of maximized value from the choice they make. Hence, price discrimination strategy benefits for both of HKDL and its customers. 

4 Conclusion and recommendation

4.1
Conclusion
By reviewing the company’s background and the current development situation of HKDL and its competitor Ocean Park, they are in aggressive competition with each other. This study has performed a qualitative data analysis on the price structure of HKDL and its competitor. Results showed that HKDL has successfully applied the strategy of price discrimination to its customers. The outcome of adopting this strategy is benefit in profit maximization; enlarge market share and better allocation of the resources. According to the new paper, (Chan, 2007) stated that HKDL has a daily capacity of 34,000 visitors while the average attendance per day was 18,356. When the daily capacity of the park is not full, it can take up extra attendance. 
Also, there is no significant marginal cost for the park between 18,356 attendance to full capacity of 34,000. (Sayman, S., 2016) stated that loyalty program as segmentation and price discrimination mechanism which can increase firm profits and capture market share. The annual access membership of HKDL is a form of loyalty program. After customers purchased and enjoyed the benefit of annual passes, they may have a chance to renew the passes. HKDL has the capacity and economies of scale, it is rational for HKDL to perform price discrimination strategy.
4.2
Recommendation

In oligopoly market structure, price wars are easy to start and destructive to the participants in the market. Other than applying price discrimination strategy, it could use some non-price methods such as product differentiation, branding and marketing to increase market share. In terms of branding and marketing, both of HKDL and Ocean Park have been expanding their attractions in the parks to capture more visitors in the future. A majority part of the value proposition for an amusement park is the exciting entertainment experience they provide. (Mazzeo, 2002) mentioned that product differentiation contribute meaningful value for the firms in long one in oligopoly market structure. HKDL brings the magic experience to people of all ages and it could bring different level of excitement to different customer segments. (Yau and Zhou, 2017) reported that commissioner for census and statistics Leslie Tang Wai-kong pointed out that the Gini coefficient which is an index from 0 to 1 that measures the wealth gap of Hong Kong for households rose by 0.002 from 0.537 in 2011 to a record high of 0.539 in 2016. That was the highest figure since the city began keeping records on income equality 46 years ago. The park could better allocate its resources in taking care of the wealthy group of people in Hong Kong. It could enhance the unique customer experience by creating a Private Pass which offers a private group of people with a tour guild to service them when they are willing to pay more for a luxury service. In the oligopoly market, when one firm invests in new services or products and the other firm not to follow, other firm will lose the competitive edge in the market and suffer a long term decline in market share and profitability. 

Other than being creative, HKDL can also be flexible in selling its tickets by splitting time. It can sell the tickets for performance or events exclusively. For the people who don’t want to spend a whole day at park, but are attracted by certain performances or events, selling a performance time to them will be a good way to capture extra market share and increase revenue.
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